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UNITED  STATES  STEEL  CORPORATION. 


Special  Committeb  on  the  Investigation 
OP  THE  United  States  Steel  Corporation, 

House  op  I^^presentatives, 

Friday  y  January  12^  1912. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

The  Chairman.  Mr.  Toung  desires  to  submit  certain  statements 
for  the  record. 

Mr.  Young.  Mr.  Chairman,  I  wish  to  submit,  for  the  purpose  of 
haying  it  incorporated  in  the  record  certain  statistical  information 
taken  mostly  from  the  Statistical  Abstract  of  the  United  States,  but 
a  portion  of  it  from  the  report  of  the  Iron  &  Steel  Association. 

The  Chairman.  If  there  is  no  objection,  this  statistical  informa- 
tion will  be  inserted  as  an  appendix  to  this  hearing. 

STATEMEHT  OF  HS.  ANDSEW  CABNEOIE— BeBumed. 

The  Chairman.  When  the  committee  have  concluded  with  Mr. 
Carnegie,  I  will  ask  him  a  few  questions,  and  prefer,  if  it  suits  the 
convenience  of  the  committee,  that  each  member  who  cares  to  do  so 
wiU  conclude  with  the  witness  before  the  chairman  propounds  fur- 
ther questions. 

Mr.  Reed.  Mr.  Carnegie  was  asked  yesterday  for  a  list  of  his 
partners  shortly  before  the  Steel  Corporation  was  formed. 

I  have  here  a  list  of  the  shareholders  of  the  Carnegie  Steel  Co. 
(Ltd.),  on  April  24,  1899.  I  think  the  shareholders  in  the  limited 
partnership  were  what  was  meant  by  that  inquiry.  With  the  per- 
mission of  the  conmiittee,  that  can  be  put  in  the  record  as  Mr.  Car- 
ne^ne's  answer  to  that  question. 

The  Chairman.  Yes. 

The  list  referred  to  is  as  follows : 

liiST  or  Shabbbo]J)EB8,  Gabnegie  Stexl  Co.  (Ltd.),  April  24,  1899. 

m 

Andrew  Gamegia  L.  G.  Phipps. 

Henry  Phipps.  John  G.  Fleming. 

H.  G.  PriclL  J.  Ogden  Hoffman. 

George  Lander.  Millard  Hnnsiker. 

G.  M.  Schwab.  George  E.  McGagne. 

W.  H.  Singer.  H.  P.  Bope. 

H.  M.  Onrry.  W.  D.  Gorey. 
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Job.  B.  Schwab.  L.  T.  Brown. 

A.  R.  Peacock.  D.  Q.  Kerr. 

r.  T.  F.  Lov€ijoy.  H.  J.  Lindsay. 
Thomas  Morrison.                                 '    B.  F.  Wood. 

George  H.  Wrightman.  H.  E.  Tener,  Jr. 

D.  M.  Gleinson.  George  Megrew. 

James  Gayley.  G.  D.  Packer. 

Au  M.  Moreland.  W.  B.  EMckson. 

Gharles  L.  Taylor.  A.  G.  Gase. 

A.  B.  Whitney.  Gharles  W.  Baker. 
W.  W.  Blackburn. 

Mr.  Young.  Yesterday,  Mr.  Cameffie,  you  were  inquired  of  by  Mr^ 
McGillicuddy  as  to  whether  you  could  give  any  reason  for  the  great 
increase  in  the  profits  of  the  Carnegie  Co.  from  1897  to  1899  and 
1900  except  the  Dingley  tariff? 

Last  evening  I  examined  the  Statistical  Abstract  of  the  United 
States  as  to  products  of  pig  iron  in  this  country,  which  lies  at  the 
basis  of  all  steel  manufacture,  and  I  found  that  in  the  year  1890  our 
production  was  nine  million  two  hundred  and  odd  thousand  tons. 

Later  the  |>anic  came,  and  in  1896  the  production  had  so  far  re- 
covered that  it  amounted  to  eight  million  twelve  hundred  thousand 
tons. 
Mr.  Carnegie.  That  is  less. 

Mr.  Young.  That  is  600,000  tons  less  than  it  was  six  years  before. 
But  in  1899,  three  years  later,  the  production  was  over  18,800,000, 
and  in  1900,  the  year  the  Carnegie  Co.  made  a  profit  of  $10,000,000. 
it  was  18,769,000. 

I  ask  you  if,  in  your  judgment,  that  tremendous  increase  in  busi- 
ness from  1896  to  1899  and  1900  accounts  to  any  extent  for  the  mar- 
velously  increased  profits  of  the  Carnegie  Co.  ? 
Mr.  Carnegis.  The  one  is  dependent  upon  the  other,  evidently. 
Gentlemen,  this  is  all  new  to  me.    It  is  obvious,  of  course. 
Mr.  YoTTNG.  Those  figures  are  taken  from  the  Statistical  Abstract 
of  the  United  States,  and  I  suppose  they  are  correct. 

Mr.  Carnegie.  I  think  no  man  can  have  any  opinion  upon  that  but 
one.    It  is  the  basis  of  the  whole  increase  of  profits. 

Mr.  Young.  It  would  indicate,  would  it  not,  that  in  1899  and  1900 
the  business  was  on  the  top  of  the  wave,  while  in  1896  and  1897  it 
was  in  the  bottom  of  the  trough  ? 

Mr.  Carnegie.  Quite  so.  You  remember,  perhaps,  what  I  said 
yesterday :  When  it  is  down  and  the  boom  comes  there  is  nothing  so 
slow  to  be  affected  as  steel,  because  it  takes  so  long  to  increase  the 
product.  New  mines  have  to  be  opened,  new  blast  furnaces  have  to  be 
built,  and  new  combinations  made;  and,  of  course,  then  we  make  a 
great  deal  of  money. 
Mr.  Young.  That  is  all. 

Mr.  Sterling.  On  the  same  subject.  Mr.  Carnegie,  have  you  any 
information  as  to  what  the  imports  oi  manufactured  steel  were  for 
several  years  prior  to  the  passage  of  the  Dingley  law  in  1897  f 
Mr.  Carnegie.  No,  sir;  I  have  not. 

Mr.  Sterling.  You  do  know  that  they  were  very  small,  do  youi 
not? 

Mr.  Carnegie.  Oh,  Judge,  I  do  not  wish  to  trust  my  memory 
when  these  things  are  all  of  record. 

My  mind  has  not  been  on  the  steel  business  for  11  years.  These 
are  all  matters  of  record.    If  you  could  give  me  the  figures,  as  my 
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friend  just  did,  and  ask  me  a  question,  I  would  be  able  to  form  an 
opinion,  perhaps. 

Mr.  Sterlino.  Do  you  kn6w  whether  or  not  the  imports  of  material 
decreased  after  the  passage  of  the  Dingley  law,  or  did  the  Dingley 
law  have  any  effect  upon  the  import  of  steel  into  this  coimtry? 

Mr.  Carkeoib.  I  think  I  answered  yesterday  that  the  question  of 
the  Dingley  tariff  could  not  influence  the  steel  situation ;  not  greatly. 

Mr.  I^XBUNG.  I  take  it,  then,  that  in  your  opinion  the  great  in- 
crease of  business  and  profits  that  followed  1897  was  due  to  the 
fact  that  the  steel  business  participated  in  the  general  increased 
prosperity  of  the  country? 

Mr.  Cabnegie.  Certainly. 

Mr.  Sterling.  Just  as  the  farmers'  prosperity  increased,  and  the 
business  of  the  country  generally  increased,  on  the  revival  of  busi- 
ness, after  the  election  of  President  McKinley  ? 

Mr.  Carnegie.  Yes,  sir.  And  we  had  arrived  at  a  time  when  the 
tariff  was  of  no  vital  importance  one  way  or  the  other,  so  far  as 
steel  was  concerned. 

Mr.  Sterling.  I  understand.  If  the  Dingley  tariff  did  affect  the 
prosperity  of  the  steel  business,  it  was  not  directly,  but  indirectly, 
due  to  the  increased  prosperity,  if  any,  that  came  from  the  passage 
of  the  protective  tariff. 

Mr.  Carnegie.  I  am  certainly  of  that  opinion. 

Mr.  Sterling.  That  is  all. 

The  Chairman.  Do  you  mean  that  you  are  of  the  opinion  that  the 
Dingley  tariff  law  proauced  any  prosperity  to  anv  business? 

1(&.  Carnegie.  I  do  not  think  so.  I  think  tariiis,  Mr.  Chairman, 
on  steel,  at  that  time,  had  a  very  small  bearing  upon  the  value. 

The  Chairman.  Do  you  think  that  the  Dingley  tariff  had  any- 
thing to  do  with  the  prosperity  of  any  business,  to  any  great  extent! 

Mr.  Carnegie.  I  Jg  not  know  of  anjr;  but  remember,  gentlemen, 
I  do  not  affect  to  remember  what  the  Dingley  tariff  did.  I  have  no 
figures  in  my  head,  and  I  must  give  you  a  general  opinion  that,  as 
far  as  steel  was  concerned,  a  tariff  one  way  or  the  other  could  make 
veiy  little  difference. 

Mr.  Bartlett.  One  of  those  reasons  is  that  we  make  steel  so  much 
cheaper  here  than  they  do  in  the  foreign  countries  that  compete! 
Is  that  true? 

Mr.  Carnegie.  You  say  to  me  "  much  cheaper  " ! 

Mr.  Bartlett.  Well,  "cheaper,"  I  will  put  it. 

Mr.  Carnegie.  Yes;  please. 

Mr.  Bartlett.  I  will  leave  out  the  the  word  "much"  and  just 
say  "  cheaper." 

Mr.  Carnegie.  I  think  there  is  a  little  concern  in  Germany  that 
probably  makes  steel  the  cheapest  of  any  in  the  world,  but  it  has 
a  limited  deposit  of  ore,  and  it  can  only  support  two  little  blast 
furnaces.  They  could  not  afford  to  build  more,  because  the  ore  would 
be  exhausted. 

Mr.  Bartlett.  Without  the  exception,  without  the  small  exception 
as  to  the  small  mill  of  which  you  have  spoken,  it  is  a  fact  that  the 
manufacturers  of  iron  and  steel  in  this  country  make  it  cheaper  than 
ihey  do  abroad,  is  it  not ! 

Mr.  Carnegie.  In  my  opinion  they  do. 
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I  have  been  out  of  the  business  for  11  years.  I  have  not  looked  at 
a  figure  about  steel  in  that  time. 

I  read  the  newspapers,  and  I  form  my  "opinions  from  what  I  hear 
and  what  I  read.  My  honest  opinion  is  that  this  oountry  can  make 
steel  as  cheap,  and  I  really  believe  that  it  can  make  it  a  shade  cheaper, 
than  any  foreign  country.  At  all  events,  I  am  prepared  to  say  that 
we  can  make  it  as  cheap  here  as  it  can  be  made  in  any  oountry  in  the 
world. 

Mr.  Babtlbtt.  Then  there  would  be  no  necessity  for  a  tariff  in 
order  to  equalize  the  cost  of  production  in  this  country  and  abroad, 
80  as  to  protect  the  manufacturers  of  iron  and  steel  in  this  country? 

Mr.  Carnegie.  Not  the  slightest,  in  my  opinion. 

Mr.  Bartlbtt.  Of  course  that  is  your  opinion.  That  was  the  testi- 
mony given  by  one  of  the  gentlemen  in  New  York — ^Mr.  Schwab,  I 
think, 

Mr.  Carnegie.  Mr.  Schwab? 

Mr.  Bartlbtt.  I  think  so.    I  do  not  know  who  it  was. 

Mr.  Carnegie.  In  my  opinion  you  legislators  should  not  bother 
yourselves  about  steel.  It  is  no  infant  industry.  It  is  a  giant. 
America  leads  the  world.  America  makes  quite  as  much  steel  as 
the  whole  of  the  world ;  and  when  I  began,  gentleman,  it  did  not 
make  a  ton.  I  have  seen  the  whole  thing.  We  were  in  at  the  begin- 
ning. 

Mr.  Bartubtt.  The  United  States  Steel  Corporation  is  the  great- 
est industrial  giant  in  the  world,  is  it  not  f 

"Mx.  Carnegie.  In  steel ;  yes,  sir. 

Mr.  Bartlettt.  I  use  the  words  '^  industrial  organization " ;  it  is 
the  greatest  industrial  giant  in  the  world,  is  it  not  f 

^.  Carnegie.  Industrial?  Oh,  yes,  sir — ^manufacturing,  you 
m^an? 

Mr.  Bartlett.  That  is  what  I  mean. 

Mr.  Carnegie.  Yes;  a  railway  system,  the  Pennsylvania  Kailroad, 
for  instance,  is  larger,  probably. 

Mr.  Bartlett.  Do  you  think  so? 

Mr.  Carnegie.  Prooably. 

Mr.  Bartlett.  Mr.  Carnegie,  I  did  not  have  the  pleasure  of  hear- 
ing your  testimony  yesterday.  When  did  you  arrive  at  the  conclu- 
sion which  you  have  stated,  I  believe,  that  the  Government  should 
form  a  commissicm,  like  the  Interstate  Commerce  Commission,  to 
take  charge  of  these  great  business  concerns  and  to  regulate  them, 
even  to  the  extent  of  regulating  prices? 

Mr.  Carnegie.  Jud^,  it  was  a  slow  process ;  just  as  the  day  a  man 
is  converted  to  Christianity  is  the  result  of  a  slow  process.  I  could 
not  fix  a  date. 

Mr.  Bartlett.  I  do  not  want  the  exact  date,  but  I  want  to  know 
whether  your  decision  about  that  was  not  accelerated  h^  the  un- 
expected decision  of  the  Supreme  Court  in  the  trust  cases. 

Mr.  Carnegie.  Not  the  slightest.  The  decision  in  the  trust  cases, 
in  my  opinion,  has  not  yet  had  its  full  effect 

Mr.  Bartlbtt.  I  mean  upon  your  opinion. 

Mr.  Carnegie.  I  think  not|  no.    Let  me  see. 

Mr.  Bartlett.  Let  me  see  if  I  can  refresh  your  recollection.  You 
know  when  Judge  Gary  was  before  this  committee  he  rather  startled 
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me,  and,  I  think,  the  committee,  in  making  that  suggestion ;  and  ;|^ou 
are  quoted  in  the  newspapers  the  next  morning  as  agreeing  with  mm* 

Mr.  Carneqib.  Oh,  but  I  had  made  the  suggestion  before  that  A 
ttleman  wrote  that  I  had  mentioned  that  two  years  before  that. 

was  a  convert  to  that  before  Judge  Qsry — at  least  before  he  ex- 
presed  it.  I  congratulated  the  judge  upon  having  reached  the  con- 
elusion  that  he  had  announced. 

Mr.  Babtlett.  Ton  had  even  arrived  at  the  conclusion  that  the 
Government  should  fix  the  prices?  ^ 

Mr.  Carnegie.  I  do  not  think  it  is  necessary  that  they  should  fiji 
the  prices.  I  think  that,  to  begin  with,  you  should  have  a  law  and 
allow  the  commission  to  fix  a  maximum  price.  If  the  steel  people 
want  to  sell  below  that  price,  God  speed  tnat.  I  would  not  prevent 
thai.  I  would  have  a  maximum  price  that  would  afford  them  a  fair 
return  upon  their  capitaL 

It  would  be  better  for  the  steel  industry — ^better  for  the  people- 
that  a  manufacturing  concern  should  have  a  fair  return  upon  its 
capital,  so  that  the  people  would  invest  in  it  and  they  would  have 
means.  It  is  a  bad  thing  for  the  country  when  a  manufacturing  in- 
stitution making  steel  or  any  articles  of  general  necessity — a  very 
bad  thing  for  the  country — ^that  capital  should  not  have  a  fair 
reward. 

Mr.  Babtlett.  Is  it  not  a  bad  thing  that  the  people  should  be  re- 
quired to  pay  excessive  prices  for  what  capital  manufactures  ? 

Mr.  Carnegie.  But,  of  course,  there  could  be  prices  for  manu- 
factured articles  that  would  frighten  investors,  and  they  would  not 
keep  their  money  in  steel ;  and  therefore  the  works  would  be  in- 
effective; you  could  not  make  enlargements  and  improvements. 

The  great  point  is  to  enable  steel  manufacturers,  or  any  other 
manufacturers,  to  make  their  products  under  the  most  favorable  con- 
ditions and  at  the  lowest  price;  and  in  order  to  do  that  you  need 
capital. 

Mr.  Babtlett.  Leaving  your  opinion  out,  expressed,  as  you  say, 
two  years  ago  or  more,  in  regard  to  the  matter,  is  it  not  a  conclusion 
that  you  are  justified  in  drawing  that  the  great  industrial  organiza- 
tions and  busmess  concerns  doing  business  of  an  interstate  character, 
are  simply  seeking  the  control  by  the  Government  of  their  businesses 
as  a  reruge,  when  they  find  out  that  they  cannot  form  these  combina- 
tions without  violating  the  law  t 

Mr.  Carnegie.  I  wish  I  could  get  that  point.  This  is  a  bad  room 
for  hearing.  Perhaps  if  I  would  sit  nearer  to  you  I  could  under- 
stand your  questions  better. 

The  Chairman.  We  would  be  delighted  to  have  you  do  that,  Mr. 
Carnegie;  but  it  is  necessary  to  have  the  reporter  between  you  and 
the  conmiittee,  or  he  will  not  be  able  accurately  to  catch  what  you 
say. 

Mr.  Cabnegie.  I  am  very  sorry.  Judge.    I  want  to  get  your  point. 

Mr.  Babtlett.  Is  it  not  a  fact 

Mr.  Cabnegie.  I  do  not  like  the  form  of  your  question.  You  say, 
"Is  it  not  a  fact?" 

Mr.  Babtlett.  Is  it  not  your  opinion  ?  I  will  try  to  meet  your  ob- 
jections to  the  word  "  fact." 

Mr.  Cabnegie.  No.  The  inquiry  you  make  is  put  in  the  form,  "  Is 
it  not  a  fact?"    You  are  givmg  me  the  impression  that  you  have 
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made  up  your  mind  when  you  say, ''  Is  it  not  a  fact? "  Make  the  in- 
qtiiiy  in  a  way  that  does  not  indicate  a  conclusion  one  way  or  the 
other. 

Mr.  Babtlett.  Is  it  not  your  opinion,  then! 

Mr.  Carnegie.  "Is  it  not?"    There  is  another  objection.    Is  it 
your  opinion?    [Laughter.] 

Mr.  Babtlett.  Is  it  or  is  it  not  your  opinion?    I  will  put  it  either 
Wiy. 

Mr.  Cakneoie.  Do  not  try  to  lead  me  on.  I  do  not  like  to  be  led. 
I  want  to  speak  my  own  sentiments. 

Mr.  Bartlett.  Well,  all  right.  "  I  will  change  the  form  of  my 
question,  then,  so  as  to  meet  your  view. 

Mr.  Carnegie.  Thank  you.  Anything  I  can  do  in  return  I  shall  be 
delighted  to  do.    [Laughter.] 

Mr.  Bartlett.  x  ou  need  not  feel  under  any  obligations,  Mr.  Car- 
Qeg^. 

What  is  your  opinion  ? 

Mr.  Carnegie.  pI^ow,  I  see  you  have  got  the  right  thing.    What  is 

%  opinion  ?    That  I  can  give  you. 
[r.  Bartlett.  What  is  your  opinion  as  to  the  reason  why  the 
people  who  control  these  great  industrial  organizations  have  come 
to  tne  conclusion  that  the  Government  should  take  control  of  their 
businesses  and  regulate  their  affairs  and  prices? 

Mr.  Carnegie.  By  reason  of  their  experience.  They  hate  arrived 
at  the  conclusion  that  I  had  arrived  at  before,  that  the  people  of  this 
country  will  never  submit  to  combinations  without  regulation. 

Mr.  Bartlett.  Very  well.  That  answers  my  question  satisfac- 
torily. 

Mr.  Carnegie.  I  am  delighted.  Judge.    You  and  I  agree  there. 

Mr.  Bartlett.  Then,  is  it  not  your  opinion  that  it  is  the  effort  of 
the  combinations  to  escape  from  the  law  that  prevents  the  combina- 
tion and  the  control  by  a  monopoly  ? 

Mr.  Carnegie.  Yes;  not  to  escape  from  the  law  as  it  is  now,  but 
that  you  gentlemen  should  sit  down  and  you  should  asree  upon  a  law 
that  will  DC  so  plain  and  simple  that  everybody  will  understand  it, 
and,  as  I  believe  honestly,  the  manufacturers  of  steel  to-day,  my 
successors,  are  one  and  all  most  anxious  to  get  a  law  about  which 
there  will  be  no  dispute,  which  shall  be  so  clear  that  a  commission  will 
call  their  attention  to  it  and  visit  their  establishments  and  look  at 
their  books  and  everything  they  do.  Then  I  do  not  think  it  would  be 
flo  much  the  duty  of  the  manufacturers  to  keep  that  commission  in- 
formed as  it  would  be  the  duty  of  the  commission  to  inform  itself. 
Let  disinterested  parties  from  the  commission  visit  their  establish- 
ments and  say,  "  Show  me  your  books."  "  Explain  this."  "  Explain 
that." 

And  then  the  representative  of  the  commission  reports  to  his  as- 
sociates on  the  commission,  and  the  decision  would  oe  made,  based 
upon  that  information. 

Mr.  Bartlett.  The  information  to  be  given  to  the  commission,  you 
say? 

Mr.  Carnegie.  The  information  to  be  given  to  the  agent  of  the 
court  or  commission  that  I  assume  you  are  going  to  establish. 

Mr.  Bartlett.  That  is  a  pretty  broad  assumption. 
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Mr.  Carnegie.  I  have  talked  to  a  great  many  manufacturers,  and 
they  are  reaching  that  conclusion,  and  I  believe  tiiey  will  one  and 
^  cooperate  honestly  with  you  in  the  matter. 

Mr.  Bartlett.  Has  it  not  been  the  Tiew  heretofore,  or  prior  to  the 
decision  of  the  Supreme  Court,  I  will  not  say  of  yourself,  but  of 
many  and  most  of  the  leading  men  who  control  these  business  con- 
cerns, that  Congress  did  not  have  the  right  to  interfere  with  their 
business  in  any  way? 

Mr.  Carnegie.  I  do  not  think  so.  It  is  inconceivable,  I  think,  that 
anj  true  American  would  doubt  the  right  of  Congress  to  do  any- 

Wb  are  law-abiding  citizens.  We  have  a  voice  in  appointing  our 
nilers  in  Congress,  and  they  are  only  the  servants  of  the  people. 
^  Triumphant  democracy  "  means  that  the  masses  of  votes  shall  con- 
trol 

Mr.  Bartlett.  Yes.  Then  you  do  not  think  they  have  resisted  or 
taken  the  position  that  Congress  did  not  have  the  power  to  inter- 
fere with  their  business^  in  accordance  with  the  enactment  in  the 
Sherman  law. 

Mr.  Carnegie.  My  dear  Judge^  if  anybody  thought  that  Congress 
had  not  the  power,  I  can  just  smile.  Why,  it  is  absurd.  But,  mind 
you,  men  busv  in  their  business,  with  their  minds  on  it.  have  not  been 
thinking  of  these  other  things.  It  is  just  a  question  oi  profit  in  steel. 
They  are  not  thinking  of  these  things. 

Iw.  Babtlett.  I  will  ask*  you  another  question,  Mr.  Carnegie: 
What  is  your  idea  as  to  what  these  gentlemen  who  control  these  cor- 
porations would  have  done  but  for  the  decision^  of  the  Supreme 
Court  of  the  United  States,  relative  to  now  seeking  to  have  their 
business  controlled  by  the  United  States? 

Mr.  Cabnegie.  They  would  have  done  as  they  had  been  doing. 

Mr.  Babtlett.  Exactly. 

Mr.  Cahnegib.  I  say  I  infer  that.  I  never  asked  any  of  them,  be- 
cause that  is  a  hypothetical  question—"  if." 

Mr.  Babtlett.  Not  "  if."    I  asked  your  opinion. 

Mr.  Cabnegie.  I  have  given  it. 

Mr.  Babtlett.  That  is  satisfactory. 

Then  it  was  not  the  fact  that  they  did  monopolize  or  restrain 
trade  that  they  were  concerned  about,  or  that  they  charged  the 
people  greater  prices  than  the  people  thought  they  ought  to  be 

\f^^'  that  they  were  concerned  about? 
tK  1    Cabnegie.  No;  I  think  that  as  long  as  they  did  not  break 
^  law  they  were  in  business  to  make  money,  and  if  they  could  get 
^P^a  ton  for  steel  rails,  and  the  purchaser  was  willing  to  pay  it 

Mr.  BAitTLETT.  Or  had  to  pay  it. 
.  ^r.  Cabnegie.  Had  to  pav  it  ?    That  is  the  same  thing.    If  he 

^to  pay  itj  he  has  to  be  willing  to  pay  it. 
arft    '  Babtlett.  No.    Very  often  you  have  to  pay  a  price  that  you 

not  willing  to  pay,  but  have  to  pay. 
th    1  C^^NEGiE.  That  you  have  to  pay?    The  will  does  not  count, 

y^-  Bartlett.  That  is  the  effect  of  monopoly  and  the  combination. 
wiM      ^^^^lE.  Quite;  that  is  the  reason  the  American  people 
^^ot  stand  this,  in  my  opinion. 
^-  Babtlett.  Exactly. 
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Mr.  Carnegie.  In  Judge  Gary  I  find  a  great  man,  open  to  the 
truth,  with  wide  views.  1  do  not  think  he  is  a  small,  narrow  man. 
by  any  means 

Mr.  Babtlett.  Neither  do  I. 

Mr.  Carnegie.  You  know,  Judge,  he  has  been  a  judge,  hasn't  he? 
[Laughter.] 

Mr.  Babtlett.  I  do  not  know. 

Mr.  Beed.  Yes. 

Mr.  Carnegie.  He  comes  to  see  me  now  and  then,  and  I  have 
talked  over  this  with  him.  I  was  ahead  of  him  in  reaching  this 
conclusion,  and  I  have  talked  with  him  often  about  it. 

Mr.  Bartlett.  Is  it  your  opinion  that  it  takes  the  strong  hand 
of  the  law  to  prevent  men  engaged  in  these  big  businesses  from 
charging  excessive  prices? 

Mr.  Carnegie.  Yes,  sir.  I  think  that  as  long  as  there  is  no  law 
against  it  they  will  endeavor  to  make  as  much  profit  for  their 
stockholders  as  they  can. 

Mr.  Bartlett.  Is  it  not  your  opinion,  Itir.  Carnegie,  that  there 
is  a  moral  law  involved  in  having  a  monopoly  and  charging  excessive 
prices? 

Mr.  Carnegie.  No,  sir.  I  think  if  you  allow  a  monopoly  you 
deserve  to  be  charged  high  prices,  [daughter.]  It  is  your  own 
fault. 

Mr.  Bartlett.  Is  it  your  opinion  that  the  men  who  engage  in  the 
monopoly  and  the  combination  ought  not  to  have  a  conscience? 

Mr.  Carnegie.  If  there  be  no  law 

Mr.  Bartlett  (interposing).  Statute  law,  you  mean? 

Mr.  Carnegie.  There,  Judge,  you  come  into  another  atmosphere. 
I  do  not  know  what  the  statute  law  is. 

Mr.  Bartletf.  You  do  not  think,  then,  that  there  is  any  moral 
obligation  on  the  part  of  men  engaged  in  the  manufacture  and  sell- 
in^  of  products  not  to  charge  extortionate  prices? 

Mr.  Carnegie.  On  the  contrary,  I  think  that  when  a  man  is  ap- 
pointed to  run  a  business  and  has  the  interests  of  his  shareholders  at 
stake,  it  is  his  business  to  get  the  best  return  he  can  from  the  prop- 
erty he  is  managing;  always  provided  he  breaks  no  law. 

Mr.  Bartlett.  Provided  he  breaks  no  public  law  ? 

Mr.  Carnegie.  Yes. 

Mr.  Bartlett.  No  statute  law? 

Mr.  Carnegie.  Law,  to  me,  comprehends  everything.  I  do  not 
know  what  statute  law  is.  I  do  not  know  the  dilference  between  the 
statute  law  and  the  law  of  the  Sherman  Act. 

Mr.  Bartlett.  That  is  statute  law. 

Mr.  Carnegie.  Is  that,  also? 

Mr.  Bartlett.  Yes ;  it  is  statute  law. 

Is  it  your  opinion  that  there  is  no  violation  of  the  moral  law  or 
ethical  law  to  form  a  monopoly  in  business? 

Mr.  Carnegie.  I  think,  Judge,  that  you  can  not  trust  human 
nature  as  long  as  the  man  believes  that  he  is  living  within  the  laws 
of  his  country. 

Mr.  Bartlett.  Then,  if  there  was  no  law  against  larceny,  do  you 
think  any  man  would  be  authorized  to  take  from  his  fellow  man  by 
force  what  belonged  to  him? 
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Mr.  Cabnegie.  I  think  if  there  were  no  law  against  larceny,  there 
would  be  so  many  larcenies  committed  that  you  would  be  forced  to- 
make  a  law  against  it.    [Laughter.] 

Mr.  Bartlett.  I  think  so,  too.  1  think  that  is  the  reason  for  the- 
Sherman  law;  that  there  was  a  recognized  effort  on  the  part  of  the 
men  engaged  in  creat  businesses  to  improperly  take  from  the  public 
excessive  prices  mr  all  their  products  and  to  monopolize  and  control 
the  trade. 

Mr.  Carnegie.  Well,  Judge,  you  and  I  have  arrived  at  the  same 
conclusion. 

Mr.  Bartlett.  Yes. 

Mr.  Carnegie.  That  there  would  be  more  larcenies  if  there  were  no- 
law  to  prevent  them.    Therefore  there  must  be  a  law. 

Mr.  Bartlett.  And  there  would  be  no  limit  to  the  extent  to  which 
trade  and  commerce  would  go  in  the  way  of  extortionate  prices  or 
combinations  or  pools  but  for  the  restraining  hand  of  the  law  ? 

Mr.  Carnegie.  You  say  there  would  be  no  limit? 

Mr.  Bartlett.  Yes. 

Mr.  Carnegie.  That  is  too  much  to  ssy . 

Mr.  Bartlett.  Would  there  be  any  limit? 

Mr.  Carnegie.  Well,  now,  wait 

Mr.  Bartlett.  I  will  wait. 

Mr.  Carnegie.  I  have  stated  that  human  nature  is  such  that  laws' 
to  prevent  larceny  are  indispensable. 

Mr.  Bartlett.  That  has  been  an  old  law  that  has  come  clear  down 
from  Sinai. 

Mr.  Carnegie.  I  think  it  has  been  revised  several  times  since  that 
time.  [Laughter.]  What  are  your  lawyers  worth  if  they  can  not 
improve  a  law  that  was  given  as  far  back  as  at  Sinai? 

Sfr.  Bartlett.  It  has  not  been  improved  a  great  deal  as  to  those* 
parts  of  it. 

Mr.  Carnegie.  Jud^,  listen ;  I  have  stated  to  you  that  it  would  be 
impracticable  to  obtain  what  you  and  I  would  call  fair  price^  for 
articles  if  the  law  permitted  an  aggregation  of  capital  and  hiunan. 
beings  to  obtain  higher  prices  without  breaking  the  law.  Yoa> 
would  have  the  consumer  paving  higher  prices. 

Mr.  Barti^ett,  Are  you  lamiliar  with  the  prices  of  steel  rails 
and  things  of  that  sort  in  1888  or  not? 

Mr.  Carnegie.  No.  I  have  not  the  slightest  idea.  I  would  have* 
to  refer  to  the  records. 

Mr.  Bartlett.  I  do  not  want  vou  to  do'  that.  I  did  not  know 
whether  you  were  familiar  with  tnem  or  not. 

Mr.  Carnegie.  No.  I  have  not  these  things  in  my  mind.  Judge,, 
that  is  14  years  affo,  at  least 

Mr.  Bartlett.  More  than  that 

Mr.  Carnegie.  It  is  asking  too  much  to  ask  me  to  remember  de- 
tails that  far  back.    You  ask  the  chairman  there 

Mr.  Baetltet.  I  am  not  ^oing  to  ask  it  if  you  do. not  remember.. 
It  is  not  necessary  to  explain  further. 

Is  it  your  opinion  that  there  is  no  wrong  in  a  monopoly  of  the- 
products  of  the  country — ^necessary  products — such  as  steel,  iron,, 
lood,  or  clothing? 

Mr.  Carnegie.  I  will  ask  you  a  question,  if  you  will  permil  me^ 
Judge? 
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Mr.  Babtlbtt.  All  right,  sir.    I  shall  trjr  to  answer  it. 

Mr.  Carneqie.  If  there  were  no  law  against  it  would  there  be  any 
wrong  ? 

Mr.  Bastustt.  It  is  against  the  common  law. 

Mr.  Cabnegis.  Then,  what  is  the  use  of  talking  about  a  question 
-when  there  is  a  law?  You  say  there  is  a  law,  therefore,  I  say  it  is 
wrong  if  there  is  a  law  against  it. 

Mr.  Bartlett.  Is  there  no  moral  law  or  any  feeling  in  your  mind 
that  it  is  against  a  moral  law  to  do  it  t 

Mr.  Carnegie.  There  is  no  moral  law  that  would  be  effective  in 
the  state  of  human  nature  as  it  is  now.  It  is  an  absolute  necessity 
for  vou  gentlemen  to  have  a  law  against  it.  Then,  you  are  safe. 
In  the  interests  of  the  consumer  we  must  have  a  law. 

Mr.  Bartlett.  Do  you  think  it  is  good  morals  for  people  engaged 
in  the  manufacture  of  necessary  articles  for  the  use  of  the  public  to 
form  combinations  so  as  to  prevent  competition,  or  to  destroy  com- 
petition, with  the  purpose  oi  charging  the  consumer  as  high  a  price 
as  possible  t 

Mr.  Carnegie.  Now,  I  will  answer  that  question. 

Mr.  Bartlett.  All  riffht. 

Mr.  Carnegie.  Have  they  not  done  so. 

Mr.  Bartlett.  I  do  not  know.    I  ask  you. 

Mr.  Carnegie.  But  I  assume  that  you  do  know,  judge. 

Mr.  Bartlett.  I  think  they  have.    I  think  they  have  tried  it. 

Mr.  Carnegie.  Why  do  you  only  say  that  you  think  so  ?  You  see 
the  prices  that  they  have  charged? 

Mr.  Bartlett.  That  is  my  judgment — that  they  have. 

Mr.  Carnegie.  Let  me  tell  you 

Mr.  Bartlett.  I  think  it  it  highly  immoral,  just  as  much  as  I  think 
it  would  be  immoral  for  a  man  to  charge  25  per  cent  interest  upon 
money,  2^  per  cent  a  month,  or  30  per  cent  or  50  per  cent 

Mr.  Carnegie.  We  have  a  law  in  New  York  tnat  interest  is  7  per 
-cent,  and  a  man 'who  charges  more  is  doing  something  immoral,  un- 
lawrul,  but  I  have  known  men  who  lent  money  for  what  it  was 
worth.    There  is  a  large  class  that  do  that. 

Mr.  Bartlett.  And  violate  the  law? 

Mr.  Carnegie.  No ;  that  is  not  violating  the  law,  I  think. 

Mr.  Bartlett.  And  they  are  men  in  high  business  circles,  too,  are 
they  not,  who  stand  high  ? 

Mr.  Carnegie.  Wait  v^  moment.  Is  there  no  means  by  which  a 
man  can  lend  his  capital  above  the  rate  of  interest?  Is  not  there  a 
form 

Mr.  Bartlett.  Not  in  my  State.  I  do  not  know  how  it  is  in  New 
York. 

Mr.  Carnegie.  It  is  done  so  much  in  New  York,  I  judge,  from 
reading  in  the  papers.    [Laughter.] 

Mr.  Bartlett.  1  understand  that  that  is  the  greatest  center  of  the 
violation  of  the  law  in  business  matters  in  this  country. 

Mr.  Carnegie.  Judge,  whether  under  the  moral  law  we  would  at- 
tain the  results  you  aim  for  or  not,  is  the  question.  I  say  we  would 
not,  and  therefore  that  you  gentlemen  must  propose  a  law,  so  clear 
4ina  explicit  that  "  He  who  runs  may  read."  Then  you  will  put  him 
An  the  penitentiary  if  he  breaks  the  law. 
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Mr.  Bastlett.  When  do  you  think  that  these  gentlemen  engaged  in 
these  large  businesses  had  their  coinsciences  awakened  to  the  im- 
propriety of  combinations  and  charging  people  large  prices? 
Mr.  Carnegie.  From  the  day  that  they  made  up  their  minds  that 

the  American  people  would  not  stand  combinations 

Mr.  Bartlett.  I  am  excepting  you  from  that  class,  because  yoi» 
have  stated  your  opinion  was  formed  before  that    But  is  it  not  a 
fact  that  they  never  made  up  their  minds  that  it  was  morally  wronsp: 
or  legally  wrong  until  the  Supreme  Court  decided  that  they  could 
not  do  it? 
Mr.  Carnegie.  Ask  them  that  question,  Judge. 
Mr.  BARHiErrT.  I  ask  for  your  opinion.   That  is  alL 
Mr.  Carnegie.  My  opinion?    No.    My  opinion  amounts  to  little- 
there. 
Mr.  Barretp.  It  amounts  to  a  good  deal,  I  think. 
Mr. Carnegie.  Oh,  no,  Judge;  do  not  let  us  waste  time  in  that 
way.    Let  us  get  an  effective  law  that  will  make  it  unlawful,  and 
then  you  can  puni^  them  if  they  break  the  law. 

Mr.  Bartlett.  Do  you  think  that  Congress,  if  it  passes  such  a  law 
as  you  recommend,  should  nermit  restramts  of  trade  and  monopolies 
at  all ;  that  any  law  that  Congress  might  perhaps  enact  should  per- 
mit combinations  in  restraint  of  trade  at  all,  or  monopolies? 
Mr.  Carnegie.  I  do  not  get  the  bearing  of  your  question. 
Mr.  Bartlett.  You  suggested  that  Congress  ou^ht  to  make  a  law, 
and  make  it  clear.    And  that  is  one  reason  for  this  investigation,  to* 
see  if  this  conmiittee  can  not  evolve  some  law  to  su^^t  to  Congress. 
Mr.  Carnegie.  Has  Congress  not  made  a  law  for  an  Interstate 
Commerce  Commission? 
Mr.  Bartlett.  Relative  to  railroads ;  yes,  sir. 
Mr.  Carnegie.  Yes.    I  want  you  to  do  exactly  the  same  thing  in 
regard  to  industrialism.    Exactly.     You  need  nothing  less,    "inien 
the  evil  will  be  cured. 

If  you  had  seen  the  demoralization  in  railroads  that  I  have  seen,, 
far  worse  than  anything  in  industriaUsm,  gentlemen,  you  would  ap- 
preciate why  I  recommend  such  a  law.  Gentlemen,  your  pathway  is 
clear. 
Mr.  Bartlett.  You  do  not  answer  the  question,  Mr.  Carnegie. 
Do  you  think  or  suggest  that,  in  the  law  vou  say  Congress  should 
pass  regulating  this  business,  there  should  be  permitted  by  the  cor- 
porations a  monopoly  of  the  business  or  restraint  of  trade  in  inter- 
state commerce  by  them? 

Mr.  Carnegie.  The  law  would  not  amount  to  anything  if  they  were 
permitted  to  go  on.    You  need  a  drastic  law. 

Mr.  Bastlett.  A  drastic  law  that  does  not  permit  either  monopoly 
or  restraint  of  interstate  trade  ? 
Mr.  Carnboib.  Not  a  particle. 

Mr.  BARmrrr.  That  is  all  that  the  Sherman  law  does  now. 
Mr.  Carnegib.  Very  well.    If  the  Sherman  law  be  effective,  give  it 
atriaL 

Mr.  BARTurrr.  It  is  pretty  effective  when  it  is  about  to  destroy  two- 
ginntic  monopolies. 

Mr.  Carnegib.  Well,  sir,  I  hear  so  many  people  declaring  that  they 
do  not  know  when  they  break  it  or  how  they  break  it 


1S480  UNITED  STATES  STEEL  GOBPOBATION. 

Mr.  Bartlbtt.  You  do  not  know  when  you  convict  a  man  who  has 
idolated  the  law  that  he  will  not  violate  it  again  ? 

Mr.  Cabneqie.  I  do  not  believe  that  the  law  is  half  drastic  enough. 

Mr.  B ARTLETT.  You  do  not  ? 

Mr.  Carnegdb.  There  is  something  the  matter  with  it. 

Mr.  Bartlett.  The  complaint  generallv  is  that  it  is  too  drastic. 

Mr.  Carnegie.  I  think  it  will  be  made  so,  because  it  will  create 
that  court  or  commission  which  will  have  power  to  fix  rates.  You 
liave  not  anything  like  that  imder  the  Sherman  law.  The  Sherman 
law  is  all  negative :  "  You  can  not  do  this."  "  You  can  not  do  that." 
What  we  want  is  positive  action,  telling  them  both  what  they  can  do 
and  what  they  can  not  do;  and  tnen  punish  them  if  they  disobey  it. 

The  reason  I  think  this  commission  should  have  the  power  to  fix 
maximum  prices  is  this:  I  have  no  objection  whatever 

Mr.  Bartlbtt.  How  would  you  like  to  provide  a  "reasonable" 
price  for  their  products? 

Mr.  Carnegie.  Beasonable?  There  is  no  reason  in  that.  Reason- 
able !  The  seller  would  think  it  was  worth  $50  and  you  would  not 
f*ve  $25.  Reasonable !  Now,  Judge,  I  just  put  that  question  to  you. 
sk  two  men,  the  buyer  and  the  seller,  what  is  reasonable,  ana  see 
what  they  say  1 

Mr.  Bartlbtt.  That  is  the  term  used  in  the  railroad-rate  law,  at 
least.  If  it  is  ridiculous,  Congress  has  for  nearly  36  years  used  the 
word  in  the  interstate-commerce  law. 

Mr.  Carnegie.  But  that  is  after  you  have  got  the  court 

Mr.  Bartletf.  No  ;  it  was  before  we  had  the  court. 

Mr.  Carnegie.  But  the  commission  followed. 

Mr.  Bartlett.  Oh!    The  commission.    The  court,  you  said. 

Mr.  Carnegie.  The  commission,  I  meant,  Judge.  The  commission 
had  to  follow.    The  commission  is  there. 

Mr.  Bartlett.  Is  your  criticism  of  the  Sherman  law  that  it  is  not 
■drastic  enough? 

Mr.  Carnegie.  I  do  not  know  whether  it  is  or  not. 

Mr.  Bartlett.  I  understood  you  to  say  a  moment  ago  that  you  did 
not  think  it  was  drastic  enough.* 

Mr.  Carnegie.  Because  I  hear  so  many  people  declare  that  they  do 
not  know  what  to  do.  Judge  Gary  says  he  is  not  quite  sure  how  to 
act  under  it;  and  I  believe  that  he  is  a  thoroughly  honest  man  and 
wishes  to  obey  the  law. 

Mr.  Bartlett.  I  agree  with  you  about  that. 

Mr.  Carnegie.  You  agree? 

Mr.  Bartlett.  I  agree  with  you  that  he  wishes  to  obey  the  law,  and 
that  he  would  like  to  have  the  law  changed.  I  will  not  say  that  this 
applies  to  Judge  Gary — ^but  people  who  have  been  engaged  in  busi- 
ness have  disobeyed  the  law 

Mr.  Carnegie.  He  not  only  wants  it  changed,  but  he  wants  it  made 
so  clear  that  he  and  everybody  will  know  just  exactly  what  it  is.  He 
wants  such  restrictions  as  he  understands,  and  that  he  can  obey. 

Mr.  Bartlett.  Do  you  know  there  is  an  old  saying — ^I  will  not 
quote  all  of  it — ^that  no  man  who  ever  felt  the  law  has  a  good  opinion 
of  the  law,  anyway? 

Mr.  Carnegie.  Well,  you  would  not  hang  any  of  these  men? 

Mr.  Bartlett.  Noj  I  would  not  hang  anybody,  hardly,  but  I  would 
not  permit  the  practices  that  have  heretofore  been  carried  on  to  con- 
tinue, if  I  could  help  it. 
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Mr.  Carnegie.  I  am  with  you.  Judge,  in  that. 

Mr.  Bartlett.  Because  a  monopoly — certainly  of  the  necessities  of 
life,  and  the  products  which  the  people  are  compelled  to  have — is 
odious  to  all  English-speaking  people. 

Mr.  Carnegie.  Amen. 

Mr.  Bartlett.  And  it  did  not  take  the  decision  of  the  Supreme 
Court  of  the  United  Stated  in  1911  to  decide  that  question.  We  have 
it  back  from  the  earliest  English  authorities,  beginning  with  the  de- 
cisions of  Lord  Coke. 

Mr.  Carnegie.  There  is  something  lacking.  You  need  something. 
You  need  another  measure  to  produce  the  euect  desired. 

Mr.  Bartlett.  What  was  lacking,  in  my  opinion,  was  the  disposi- 
tion of  the  men  engaged  in  large  businesses  not  to  regard  the  law 
until  they  were  brought  up  against  its  firm  fist.    That  is  my  opinion. 

Mr.  Carnegie.  I  think  you  will  find  the  leading  manufacturers 
of  America  prepared  to  swear  that  that  was  not  the  real  reason; 
that  they  did  not  understand  what  was  lawful  and  what  was  not 
lawful  I  will  claim  that  justice  for  them. 

Mr.  Bartleit.  I  will  change  it  and  say  that  they  did  not  try  to 
fi]^  out  or  to  understand  it  propnerly.    That  is  all. 
^^^Mr.  Gardner.  Mr.  Carnegie,  iust  to  clear  up  this  subject,  I  want 
to  make  this  statement  first  and  then  you  will  see  what  I  am  driv- 
ingat: 

There  are  two  lines  of  thought  developing  in  this  country  amongst 
the  people  who  think  that  the  present  state  of  affairs  in  large  indus- 
tries, or,  as  people  now  call  them,  large  units  of  production,  need  some 
change. 

There  is  the  line  of  thought  which  perhaps  I  could  express  best  by 
President  Taft's  message,  which  believes  that  dissolution  of  large 
units  should  go  on  under  the  existing  Sherman  law.  There  is  a  line 
of  thought  which  I  can  best  express  by  calling  it  the  one  indicated  by 
ex-President  Roosevelt  in  the  Outlook  article,  which  looks  to  the 
recognition  of  large  units,  but  their  control  by  a  court  or  commission 
such  as  you  are  aSdng  for. 

Do  you  follow  me  up  to  that  point? 

Mr.  Carnegie.  Certainly,  Mr.  Gardner. 

Mr.  Gardner.  In  which  class  of  mind  do  you  find  yourself? 

Mr.  Carnegie.  Mr.  Gardner,  I,  of  course,  am  familiar  with  Mr. ' 
Roosevelt's  position,  and  I  have  heard  from  him  on  the  subject  and 
have  agreed  with  him. 

I  think  that,  for  the  present,  you  should  allow  large  organizations 
to  continue  and  you  should  pass  what  we  recommend — this  law  for 
a  commission  to  fix  maximum  prices.  That  is  a  step  in  the  right 
direction. 

If  you  will  be  patient  we  shall  see  whether  that  needs  any  further 
legislation,  and,  if  so,  we  shall  make  it.  Your  successors  will  make  it 
if  you  do  not  They  will  have  all  the  facts  before  them,  which  we 
have  not. 

In  taking  a  new  path  I  would  only  go  to  the  first  resting  place 
and  sit  there  and  await  results.  And  I  hope  you  will  agree  with  me 
in  that,  and  that  we  should  not  assume  what  will  happen  from  this 
le^lation  until  we  give  it  a  trial.    I  hope  you  will  agree  with  that«>^ 

Mr.  Gardner.  Your  present  idea,  Mr.  (Jamegie,  is  that,  for  the 
present  at  least,  we  should  travel  in  the  direction  of  the  recognition, 
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by  Government  control  over  lar^  units,  such  as  the  same  direction 
which  we  have  taken  with  regard  to  railroad  corporations? 

Mr.  Cabneoie.  Certainly.  Do  you  agree  with  tiiat?  I  would  like 
very  much  to  know. 

Mr.  Gardner.  I  have  not  altogether  made  up  my  mind.  I  will  be 
perfectly  frank.  I  shall  give  indications  in  this  colloquy — because  1 
shall  not  call  it  an  examination — of  the  way  my  mind  is  working. 

Mr.  Carnegie.  I  shall  be  delighted  to  hear  it. 

Mr.  Gardner.  I  think  that  the  American  People  are  overwhelm- 
ingly in  favor  of  the  dissolution  being  triea.  This  is  simply  my 
opmion.  I  think  they  are  in  favor  of  dissolution  being  tried,  with  a 
view  to  seeing  whether  they  can  not  reestablish  the  old  conditions  of 
competition,  which  we  all  most  reluctantly,  and  I  have  no  doubt  vou 
have  most  reluctantly,  abandoned.  I  have  no  doubt  that  you  reluc- 
tantly abandoned  your  formerly  expressed  belief  that  competition 
without  Government  control  would  work  itself  out  on  what  was 
known  as  the  old  laissez  faire  doctrine.  I,  like  everybody  else,  am 
exceedingly  unwilling  to  abandon  that  view.  But  here  is  a  ques- 
tion that  IS  facing  a  man  like  myself.  I  am  not  speaking  for  my 
party  associates  on  this  committee,  although  I  shall  try  to  harmonize 
my  views  with  the  whole  committee  when  it  comes  to  report,  if  it  is 
a  possible  thing. 

Here  is  the  point:  Assuming  that  I  am  right  in  supposing  that 
the  American  people  are  determined  to  have  this  dissolution  tried^ 
then  two  more  branches  open  out  as  the  thing  for  legislators  to  do. 
It  seems  to  me  the  question  then  becomes  whether  you  are  going  to 
leave  the  Sherman  Act  as  it  is  or  whether  you  are  going  to  make  it 
more  drastic,  with  a  view  to  making  this  dissolution  more  hasty  and 
more  perfect.  So  that  when  you  get  men  in  a  confused  way  answer- 
ing questions  at  random  as  to  whether  it  should  be  made  more  dras- 
tic or  not,  you  must  first  ascertain  in  which  general  direction  they 
think  that  we  ought  to  go. 

I  am  of  this  opinion,  Mr.  Carnegie,  and  have  made  up  my  mind 
sufficiently  to  say,  in  answer  to  jrour  question,  this :  That  if  we  decide, 
in  deference  to  the  overwhelming,  as  I  believe,  public  demand  that 
we  should  travel  in  the  direction  of  dissolution,  whether  or  not  then 
the  Sherman  law  ought  not  to  be  made  more  drastic  in  order  to 
facilitate  that  dissolution.    You  catch  my  position  as  far  as  I  go? 

Mr.  Carnegie.  Certainly. 

Mr.  Gardner.  I  am  not  speaking  as  to  whether  I  believe  that  dis- 
solution will  be  a  success  or  a  failure,  and  that  ultimately  we  will 
have  to  g:o  on  the  other  journey.  My  mind  is  rather — and  I  do  not 
mind  saying  this — inclining  to  the  belief  that  I  have  got  to  abandon 
the  old  laissez  faire  doctrine  and  to  believe,  as  you  do,  that  we  must 
go  in  this  direction.  If  I  come  to  that  resolution  I  shall  make  that 
report  in  this  committee,  if  I  am  the  only  one  reporting  it 

Mr.  Carnegie.  Exactly. 

Mr.  Gardner.  But  I  might  very  well  say  that,  though  that  is  my 
individual  view  as  to  what  should  be  done  m  the  future,  nevertheless 
in  the  present^  as  the  people  in  my  opinion  are  going  the  other  way, 
the  thing  to  be  done  in  the  present  is  to  start  the  powers  of  the 
Government  in  the  direction  of  dissolution. 

Do  you  follow  me  ? 

Mr.  Carnegie.  Yes.    Certainly. 
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Mr.  Gardner.  Let  me  ask  you  this  question,  to  elucidate  these  two 
directions: 

In  the  first  place,  if  dissolution  takes  place  by  the  order  of  the 
courts,  either  under  the  imperfect  law  which  we  have  at  present 
or  under  the  law  made  much  more  severe,  in  your  opinion  will  that 
lessen  the  cost  of  steel  products  to  the  people,  other  things  being 
equal? 

Mr.  Carnegie.  No,  sir.  My  court,  that  I  stand  for,  would  take 
care  of  the  rights  of  the  people;  and,  Judge — ^I  always  think  of  you 
as  a  judge  or  a  lawyer 

Mr.  Gardner.  I  was  a  bookkeeper.    [Laughter.] 

Mr.  Carnegie.  I  am  delighted  to  hear  such  an  exposition.  Your 
mind  has  traveled  exactly  over  the  same  ground  that  mine  has  in 
studying  this  question. 

Wherein  we  differ  is  this :  You  are  not  sure  that  it  is  necessary  to 
dissolve  these  large  companies.    You  are  not  sure. 

Mr.  Gardner,  you  are  sure  about  one  thing,  that  they  must 
not  be  permitted  to  charge  monopolistic  prices,  as  they  have  been 
doing,  by  agreements  among  themselves.    You  are  sure  about  that? 

Mr.  Gardner.  Wait  a  moment,  Mr.  Carnegie.  I  have  my  own 
opinion  as  to  the  question  of  the  agreements  amongst  themselves, 
that  I  am  not  willing,  without  further  evidence,  to  express,  but  I  will 
say  this :  I  ought  not  to  answer  your  question  as  to  whether  I  think 
that  they  are  charging  excessive  prices  or  not  now.  I  do  not  think 
I  would  have  the  right  to  give  anything  more  than  general  con- 
clusions, so  I  shall  not  contradict  you. 

Mr.  Carnegie.  But  wait.  Suppose  you  assume,  for  the  moment, 
that  thev  are  doins  so.^ 

Mr.  (xARDNER.  Yes. 

Mr.  Carnegie.  What  would  your  position  be!  Suppose,  for  the 
moment,  they  are  doing  so. 

Mr.  Gardner.  Yes. 

Mr.  Carnegie.  What  would  your  position  be  ? 

Mr.  Gardner.  My  position  would  be  that  we  iriust  travel  in  one 
of  those  two  directions;  preferably,  that  we  ought  to  travel  in  the 
direction  which  produces  the  lowest  prices  ultimately,  even  though 
it  appears  to  be  a  step  in  the  direction  of  socialism. 

Mr.  Carnegie.  Then  do  not  let  us  discuss  that.  My  view  is  that 
the  agent  of  the  Republic  on  that  proposed  commission  will  take 
good  care  about  prices. 

Mr.  Gardner.  I  quite  agree  with  you. 

Mr.  Carnegie.  Then,  if  you  agree  upon  that,  there  can  be  no  doubt 
that  you  and  I  shake  hands,  and  if  I  were  a  Congressman  to-day 
with  you,  you  and  I  would  vote  together  for  the  establishment  of 
that  commission. 

Mr.  Gardner.  That  may  not  be  at  all  the  question  which  presents 
itself. 

Mr.  Carnegie.  I  am  assuming  that  it  did.  Then  we  would  be 
together. 

Mr.  Gardner.  I  think  you  have  a  little  bit  gotten  away  from 
what  I  want  to  get  at.  I  want  to  f^t  at  two  great  difficulties  which 
seem  to  confront  me  in  whichever  direction  we  go. 
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Assuming  that  the  United  States  Congress,  believing  that  the  will 
of  the  people  demands  the  policy  of  dissolution  to  be  carried  out, 
and  assuining  that  it  is  carried  out,  in  your  opinion  would  that  have 
an  effect  in  the  direction  of  lowering  the  prices  of  steel  products  to 
the  consumer? 

Mr.  Carnegib.  Certainly  it  would,  but 

Mr.  Gabdner.  It  would  or  it  would  not. 

Mr.  Carnegie.  It  would  lower  the  price. 

Mr.  Gardner.  That  is,  dissolution  would  lower  the  price? 

Mr.  Carnegie.  Dissolution  ?  No.  I  thought  you  said  "  the  com- 
mission" instead  of  ^' dissolution."  I  thought  you  said  the  com- 
mission. 

Mr.  Gardner.  No.  I  say,  suppose  that  we  take  the  course  toward 
dissolution. 

Mr.  Carnegds.  Oh !    I  thought  you  said  toward  a  commission. 

Mr.  Gardner.  Would  dissolution  by  the  order  of  the  courts  of 
these  large  industrial  units,  in  your  opinion,  result  in  lower  prices 
to  the  consumer? 

Mr.  Carnegie.  It  would  depend  upon  what  the  court  fixed. 

Mr.  Reed.  You  do  not  hear  his  question,  Mr.  Carnegie. 

Mr.  Carnegie.  I  assume  there  would  be 

Mr.  Gardner.  Just  follow  me  a  moment,  Mr.  Carnegie.  I  think 
it  is  ver^  important  to  get  your  opinion  on  it.  I  say,  supposing  Con- 
gress rejects  your  idea  of  that  commission? 

Mr.  Carnegie.  Yes. 

Mr.  Gardner.  And  takes  the  other  course  in  deference  to  what 
they  believe  to  be  the  will  of  the  people  and  perhaps  in  accordance 
with  their  own  judgment;  and  supposing  these  great  units  are  dis- 
solved by  order  of  the  court.  In  your  opinion  would  that  result  in 
lower  prices  on  steel  products? 

Mr.  Carnegie.  Not  unless  there  was  a  tribunal  to  fix  prices.  You 
mean  that  they  can  do  anything  of  that  sort  and  there  would  be 
destructive  competition  ? 

Mr.  Gardner.  We  will  say,  instead  of  being  the  mere  dissolution 
of  the  United  States  Steel  Corporation  and  the  resolution  of  all 
these  constituent  companies  into  independent  companies,  that  it  is 
even  more  drastic  than  that.  Let  it  be  as  drastic  as  you  choose. 
Would  that,  in  your  opinion,  tend  to  lower  prices  for  steel  products? 

Mr.  Carnegie.  If  there  was  a  law  by  which  they  could  not  confer 
or  unite  in  any  way  to  make  a  common  price? 

Mr.  Gardner.  If  you  destroy  them  as  they  stand  by  dissolution 
and  under  the  order  of  the  court  and  do  not  establish  the  commission 
which  you  advocate  and  which  I  will  admit  is  at  all  events  worthy 
of  consideration. 

Mr.  Carnegie.  Why,  my  dear  sir,  if  you  dissolve  them  into  small 
parts  they  will  do  as  they  did  before  when  they  were  small  parts. 

Mr.  Gardner,  Of  course  they  will.  Will  that,  in  the  long  run, 
make  cheaper  steel  products  or  more  expensive  steel  products? 

Mr.  Carnegie.  No;  because  they  would  have  understandings. 
They  would  be  driven  to  understandings  against  destructive  com- 
petition which  would  ruin  them  all. 

Mr.  Gardner.  No  matter  what  they  are  driven  to,  would  it  in 
your  opinion,  result  in  the  consumers  of  this  coimtry  getting  tneir 
steel  cheaper  in  the  long  run  ? 
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Mr.  Carnegie.  Not  permanently ;  no,  sir. 

Mr.  Gardner.  That  is  your  opinion? 

Mr.  Carnegie.  It  is  my  opinion. 

Mr.  Gardner.  That  is  one  of  the  objections  that  is  working  in  my 
mind  to  this  dissolution  process. 

Let  me  go  in  the  other  direction  and  show  you  what  is  working  in 
my  mind  as  an  objection  to  your  commission,  which  you  propose. 

Would  you  clothe  this  conmiission  with  the  power  to  prescribe  a 
maximum  price  for  products  which  enter  into  mterstate  commerce? 

Mr.  Carnegie.  All  products  ? 

Mr.  Gainer.  All  products. 

Mr.  Carnegie.  We  are  dealing  now  with  steel,  are  we  not — all 
products  of  steel? 

Mr.  Gardner.  If  you  establish  a  court  you  must  establish  it  under 
general  laws. 
•  Mr.  Carnegie.  All  manufactures? 

Mr.  Gardner.  Yes.  Then  you  would  say  that  it  should  apply  to 
all  manufactures? 

Mr.  Carnegie.  Yes;  certainly. 

Mr.  Gardner.  That  would  allow  them  putting  a  price  on  any 
manufactured  goods,  irrespective  of  whether  they  were  manufactured 
under  a  patent  or  no  matter  how  competitive  the  business  was. 

Supposing  it  was  some  manufactures  like  the  boot  and  shoe  in- 
dustry in  my  own  districts,  where  each  man  is  fighting  every  other 
man  and  where  there  is  unlimited  competition ;  would  you  say  it  was 
proper  for  the  Government  to  have  tiie  right  to  set  the  price  at  which 
those  articles  should  be  sold  ? 

Mr.  Carnegie.  The  maximum  price? 

Mr.  Gardner.  Yes. 

Mr.  Carnegie.  If  it  became  necessary,  I  would. 

Mr.  Gardner.  You  would  clothe  them  with  that  power,  in  case  of 
necessity  ? 

Mr.  Carnegie.  Yes;  that  court  to  be  the  supreme  judge. 

Mr.  Gardner.  Suppose  the  whole  people  should  enter  into  an  agree- 
ment to  take  the  maximum  price,  and  everyone  of  them  charge  the 
maximum  price,  and  that  under  ordinary  forms  of  competition  there 
would  be  many  shoes  sold  under  the  maximum  price ;  how  would  you 
reach  a  condition  like  that? 

Mr.  Carnegie.  I  should  not  want  to  reach  it. 

Mr.  Gardner.  That  is,  you  would  permit  the  agreement  that  they 
should  all  charge  the  maxunum  price? 

Mr.  Carnegie.  Yes. 

Mr.  Gardner.  I  have  indicated  two  of  the  difficulties  which  must 
work  in  any  man's  mind  who  is  trying  to  systematize  this  thing,  be- 
cause it  seems  to  me  that  the  course  oi  dissolution  and  the  course  of 
Government  control  are  leading  in  two  absolutely  different  direction, 
no  matter  how  much  we  may  confuse  the  issue  to-day,  and  whether  a 
man  says  he  is  for  more  drastic  laws  or  for  the  amendment  of  the 
Sherman  Act,  when  he  means  the  repeal  of  the  Sherman  Act  under 
an  amendment  form;  that  really  the  issue  which  is  arising  in  men's 
minds  is  whether  we  shall  follow  a  policy  which,  ultimately,  leads  to 
dissolution,  or  whether  we  shall  follow  a  policy  which  ultimately 
leads  to  the  recognition  of  the  large  units,  coupled  with  absolute 
Gt)vemment  control,  such  as  we  have  over  the  railroads. 
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Mr.  Carnegie.  I  think,  sir,  you  and  I  differ  in  this:  I  see  one  next 
step  clearly  before  me.  I  go  there,  and  I  leave  my  successors  to 
manage  affairs  after  I  am  gone.  They  will  see  the  subject  more 
clearly  than  you  can  imagine  it  or  I  can  imagine  it,  and  therefore  I 
would  take  this  indispensable  step  at  the  time. 

Mr.  Gardner.  Ah  I  But  you  could  not  take  it  if  the  American 
people  would  not  take  it  ? 

Mr.  Carnegie.  Just  allow  me,  about  the  will  of  the  people,  to  say 
this:  Gentlemen,  I  have  faith  in  the  good  sense  of  the  American 
people.  There  is  not  a  voter  that  sends  you  gentlemen  to  -Congress, 
with  few  exceptions,  who  will  not  come  under  this  rule— the  great 
mass  of  your  supporters  are  men  who  will  say :  "  I  know  him ;  he 
knows  more  than  I  do;  he  is  going  to  study  this  thing;  he  will  be 
a  good  guide  for  me."  Your  constituents  have  that  taith  in  you. 
The  will  of  the  people  is  not  to  be  assumed  if  they  are  excited  unduly 
at  these  changes  that  are  taking  place.  It  is  for  minds  like  yours, 
sir,  and  you  other  gentlemen  on  the  committee.  You  have  to  exercise 
wiser  judgment  than  that  of  your  constituents. 

Mr.  Gardner.  Mr.  Carnegie,  you  miss  my  point.  It  is  not  because 
we  are  so  weak  as  to  be  afraid  of  standing  out  against  our  constitu- 
ents, but  we  are  human,  like  our  constituents,  and  probably  taking 
the  line  of  thought  running  through  Congress,  the  genuine  line  oi 
thought,  it  is  more  or  less  the  same  line  of  thought  which  is  running 
through. the  minds  of  the  people. 

I  think  I  should  defer  to  your  experience  in  tiie  steel  manufac- 
ture, but  I  think  that  my  judgment  of  the  way  my  fellow  members' 
minds  are  working  is  certainly  not  so  very  far  wrong  in  that  respect. 

Mr.  Carnegie,  i  ou  know  about  the  gentleman  who  could  not  make 
up  his  mind  which  road  to  take 

Mr.  Gardner.  I  know. 

Mr.  Carnegie.  There  is  one  path,  it  seems  to  me,  one  step  neces- 
sary, and  then  let  the  future  reveal,  and  let  that  be  attended  to  when 
the  time  comes. 

Mr.  Gardner.  I  can  see  that;  but  I  say,  supposing  that  Congress 
will  not  take  that  step  ? 

Mr.  Carnegie.  I  can  not  suppose  that  Congress  will  not  do  so. 
That  is  hypothetical. 

Mr.  Gardner.  I  will  not  ask  you  a  hypothetical  question,  but  I 
would  like  to  get  your  opinion. 

Mr.  Carnegie.  My  opinion  is  that  Congress  will,  as  a  result  of 
what  you  gentlemen  are  finding  out,  and  yourself,  among  the  other 
members  of  the  committee,  have  to  make  up  your  mind  which  way 
you  will  go ;  and  I  believe  that  the  preponderating  majority  of  Con- 
gress will  see  the  necessity  for  giving  Government  control.     I  think  so. 

Mr.  Gardner.  There  will  be,  I  have  no  doubt,  more  Government 
control.  The  question  is  whether  they  will  go  in  the  direction  you 
recommend,  or  in  the  direction  of  dissolution. 

In  my  opinion,  the  issue  that  will  be  presented  to  us  to  decide  in 
Congress  is  not  whether  we  shall  recognize  these  units  and  control 
them,  but  the  issue  which  will  present  itself,  as  a  practical  thing, 
for  us  to  vote  on,  is  whether  we  are  going  to  strengthen  the  Sherman 
law  in  order  to  make  dissolution  more  easy. 

Mr.  Carnegie.  In  that  case  I  would  say,  with  great  respect  for 
my  fellow  members,  if  I  were  a  Member  of  Congress :  "  But  see,  we 
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have  had  some  experience  in  this  direction,  and  we  have  had  none  in 
the  other." 

These  are  all  hypothetical  questions  which  you  raise.  We  have 
the  experience  of  a  demoralization  in  the  railway  field  that  nothing 
in  industrialism  ever  equaled.  We  appointed  a  commission.  We 
have  a  satisfactory  result.  Gentlemen,  let  us  follow  the  path  which 
has  led  us  to  that  result  in  the  railway  system  and  try  it  m  the  other 
direction. 

Mr.  Gabdneb.  I  want  to  be  perfectly  clear.  I  am  saying  this  to 
you,  but  it  is  really  addressed  to  other  people :  That  in  saymg  what 
I  have  said  this  morning  I  am  expressmg  only  the  things  that  are 
working  in  my  own  mind.  I  happen  to  be  the  senior  member  of  the 
Republican  side — ^the  minority  side — of  this  committee,  and  I  do  not 
want  anybody  in  the  world  to  think  that  I  reflect  any  discussion 
with  them,  or  commit  them  in  any  way,  or  indicate  anything  that 
might  look  in  the  least  like  anything  except  the  expression  of  my 
own  ideas.  I  admit  that  I  have  expressed  them  rather  prematurely, 
because  I  have  not  been  all  through  this  matter ;  but  I  wanted  to  get 
at  your  view. 

Mr.  Carnegie.  I  am  delighted.    You  and  I  have  walked  so  far  to- 

Sther — ^that  something  is  necessary.  Then,  I  present  this  to  you  as 
ing  only  one  step,  x  ou  have  followed  it  in  the  direction  of  the 
railroads,  and  it  has  succeeded.  I  ask  you  to  continue  on  the  path, 
and  apply  to  industries  what  you  have  applied  to  railroads.  That 
isalL 

The  Chairman.  At  that  point,  Mr.  Came^e,  let  me  see  if  I  un- 
derstand vou.  You  are  in  favor  of  having  this  commission  say  that 
no  manufacturer  in  the  United  States  shiul  charge  more  than  $28  a 
ton  for  rails,  we  will  say,  as  a  hypothetical  amount ;  not  more  than 
$20  a  ton  for  billets,  no  more  than  $25  per  ton  for  structural  shapes, 
and  no  more  than  so  much  for  plates,  and  so  much  for  skelp,  ana  so 
<m  ad  infinitum  through  the  whole  gamut  of  the  steel  market. 

Suppose  that  that  should  be  done,  and  that  these  obedient  manu- 
facturers should  ^t  together,  not  for  the  purpose  of  making  a  com- 
bination in  retraint  oi  trade — ^far  from  it — ^but  for  the  purpose  of 
obeying  the  law;  and  each  one,  with  his  hand  on  his  heart  and  the 
law  before  him,  and  with  the  fear  of  God  and  of  his  countrymen  in 
his  heart,  should  say : 

"  Verily,  we  will  charge  the  amount,  and  the  exact  amount,  that 
the  law  hsL8  fixed  as  a  maximum.'' 

Then,  they  would  get  together  legitimately,  as  thej^  would  have  a 
right  to  do,  and  they  would  urge  their  representatives  to  see  that 
that  good  and  righteous  law  was  not  amended  in  one  jot  or  tittle. 
And  suppose  further,  in  the  meantime,  in  the  future  as  it  has  oc- 
curred in  the  past,  inventive  genius  should  work  miracles  in  steel, 
in  the  processes  of  smelting  ores  by  electricty,  we  will  say,  super- 
seding the  more  expensive  process  of  coke  and  gas,  and  you  should 
learn  to  reduce  recalcitrant  ores,  ores  containing  titanium  and  a  high 
degree  of  phosphorus,  and  these  other  things  that  now  render  cer- 
tain of  your  ores  useless ;  that  they  should  learn  to  handle  lean  ores, 
with  a  lower  per  cent  of  iron,  and,  as  a  result,  the  production  of  ores 
would  radically  increase  in  four  or  five  years.  Do  you  believe  that 
those  good  manufacturers  would  disobey  the  law  they  had  a^eed  to 
follow  so  religiously,  and  would  automatically  decrease  their  price 
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because  this  cost  of  production  had  decreased,  when,  under  the 
law,  they  could  charge  the  same  old  price? 

Mr.  Carxeqie.  What  a  gross  misunderstanding  of  all  that  I  have 
been  trying  to  tell  you,  Mr.  Chairman. 

What  do^  you  suppose  the  commission  would  say  that  viaits  the 
works  continually  and  sees  all  these  things?  Do  you  not  suppose 
they  would  say  to  this  concern :  "  The  cost  of  labor  on  the  steel  rails 
is  $3  less.    You  must  reduce  your  price." 

Why,  Mr.  Chairman,  what  would  your  commission  be  about?  The 
commission  has  power  from  month  to  month  to  determine  the  prices. 
And,  gentlemen,  you  are  going  to  bring  about  a  relation  between 
capital  and  labor  that  will  be  more  satisfactory  than  the  world  has 
ever  seen.  Capital  will  be  sure  of  a  moderate  return.  You  must 
grope,  of  course.  You  might  say,  at  first :  "  We  will  allow  yon  to 
make  8  per  cent  on  your  capital." 

And  the  capital,  mind  you,  will  be  looked  into  by  your  own  com- 
mission, as  well.  They  would  get  that,  and  the  interest  in  the  steel 
works  would  then  be  very  much  what  an  interest  is  in  a  first-mortgage 
bond.  You  would  not  get  excessive  profits  from  the  ste^l  manufac- 
ture, but  you  would  get  a  sure  return,  and  it  would  be  a  security. 

The  Chairman.  Could  you  sav  to  the  steel  industries  of  this  coun- 
try :  "  You  can  make  8  per  cent.^'    Would  that  be  feasible  ? 

Mr.  Carnegie.  That  commision  can  say,  "  We  think  8  per  cent  is 
an  excellent  return  on  capital.  You  can  do  that.  But  I  will  reduce 
your  price  whenever  you  can  make  that  on  a  lower  price." 

The  Chairman.  Then,  you  would  not  have  any  fixed  price,  be- 
cause each  fellow  would  be  allowed  to  make  8  per  cent  on  his  price. 
Suppose  you  were  making  pig  iron  at  $5  a  ton  less  than  I  am  making 
it.  Eight  per  cent  for  me  would  be  one  price,  and  8  per  cent  for  you 
would  T)e  another  price.  Would  you  fix  each  man's  profit  at  8  per 
cent,  and  let  one  man  charge  a  ffreater  price  than  the  other? 

Mr.  Carnegie.  You  will  fina  in  the  document  which  I  submitted 
yesterday,  that  the  commission  would  be  made  familiar  with  all  oi 
the  conditions.  You  would  have  an  expert,  and  he  would  see  the 
works  that  were  not  up-to-date,  that  were  badly  managed,  every- 
thing; and  that  commissioner  would  say:  "  You  must  get  your  works 
up  to  the  standard,  and  you  will  make  the  $5  a  ton  profit  at  this 
price,  if  you  do  it.    If  you  will  not  do  that,  and  your  cost  is  $2  more, 

?ou  will  only  have  $3  profit  on  it."  The  whole  thing  is  automatic, 
''ou  can  not  have  anything  stationary. 

I  hope  you  will  notice  that  point,  Mr.  Gardner,  that  it  is  not  to 
be  a  fixed  price  for  a  certain  time.  It  is  to  be  regulated  by  the  cost — 
the  averagre  cost  of  rails  in  the  United  States;  that  shows  the  aver- 
age condition  at  the  works. 

Mr.  Gardner.  I  had  assumed  that  was  your  view'. 

The  Chairman.  You  would  give  the  commission  the  right  to 
automatically  change  rates? 

Mr.  Carnegie.  Certainly.    It  would  be  useless  without  that. 

The  Chairman.  Would  you  give  the  aggrieved  party  the  right  to 
appeal  to  the  courts? 

Mr.  Carnegie.  To  the  courts  after  the  commission? 

The  Chairman.  When  the  commission  has  rendered  its  decision? 

Mr.  Carnegie.  That  is  a  detail.    I  would  not  do  it  at  first. 

The  Chairman.  I  think  not.  It  is  not  a  detail.  It  is  of  the 
essence. 
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Mr.  Carnegie.  I  would  make  this  court  the  sole  umpire,  and  give 
it  the  full  power,  and  then  hold  the  court  responsible. 

The  Chaibman.  But,  Mr.  Carnegie,  would  you  give  to  one  set  of 
men  the  autocratic,  absolute,  un<][uestioned  power,  without  appeal, 
to  definitely  determine  the  destmy  of  the  steel  industry  of  this 
country ;  (wr,  if  they  were  to  take  the  other  horn  of  the  dilemma  and 
favor  the  manufacturers  by  definitely  fixing  an  exorbitant  price, 
would  you  leave  neither  to  a  court  nor  anybody  else  the  right  to 
remedy  that  mischief? 

Mr.  Cabnegib.  May  I  ask  a  question? 

The  Chathman.  Certainly. 

Mr.  Carnegie.  Has  the  Interstate  Commerce  Commission  the 
ri^t  to  fix  railway  rates  ? 

The  Chairman.  Subject  to  an  appeal  to  the  courts. 

Mr.  Cabnegie.  Then,  whatever  it  has  I  would  give  to  this  com- 
mission that  I  proj>ose.  There  is  an  appeal  from  the  Interstate 
Commerce  Commission  to  the  Commerce  Court.  There  is  no  ob- 
jection, if  you  think  it  necessary,  to  have  three  appeals. 

Mr.  Bablett.  There  is  an  appeal  on  the  law;  not  on  the  facts. 

Mr.  Cabnegib.  That  is  a  detail.  I  have  no  objection  to  your  hav- 
ing three  appeals,  at  first.  Have  three  appeals,  if  you  choose;  as 
many  as  you  like. 

Mr.  Gabdner.  Whatever  has  proven  successful  in  the  case  of  the 
railroads  and  the  Interstate  Commerce  Commission  would  probably 
be  applied  in  the  first  instance  in  this  cgmmission  which  you  have 
sufirgested  until  it  was  proven  to  work  wrong. 

Mr.  Carnegie.  Quite  so.    That  is  my  idea,  exactly. 

The  Chairman.  You  would  follow  the  same  line  that  has  been  fol- 
lowed in  the  case  of  the  Interstate  Commerce  Commission  and  the 
Commerce  Court? 

Mr.  Carnegie.  Largely;  yes. 

The  Chairman.  You  speak  of  destructive  competition.  What  do 
you  mean  by  "  destructive  competition  "? 

Mr.  Carnegie.  It  is  not  a  word  that  I  have  been  using,  is  it?  I 
have  been  ridiculing  the  idea  of  ccmipetition  otherwise  than  destruc- 
tive.   Competition  is  a  fight. 

The  Chairman.  I  understood  you  to  say,  when  you  wew  speaking 
of  tiie  disintegration  of  these  huge  corporations  or  combinations  of 
corporations,  that  if  they  were  disintegrated  they  would  be  forced  to 
msKe  agreenients  in  order  to  escape  destructive  competition. 

I  understood  you  to  make  that  statement. 

Mr.  Carneghs.  All  competition  is,  of  course,  destructive.  You 
OMild  not  limit  that.  The  works  that  are  making  things  the  cheapest 
run  through  panics,  and  the  others  can  not  afford  to.  That  was  Uie 
condition  with  the  Came^e  Steel  Co. 

The  Chairman.  What  I  understood  you  meant  is  this :  That  com- 
petition between  two  manuf acturinff  concerns,  when  it  becomes  acute, 
resolves  itself  into  the  question  of  which,  by  virtue  of  its  natural 
advantages  or  its  superior  management,  can  sell  at  a  profit  when  the 
other  is  selling  at  a  loss.  When  a  given  price  is  a  profit  to  one  and 
a  loss  to  the  other,  it  resolves  itself  into  that,  does  it  not? 

Mr.  Cabnegie.  No;  I  beg  pardon.  No.  If  you  allow  a  firm  to 
make  rails  at  a  profit  of,  say,  $6  a  ton,  or  $6  or  $7  or  $8  a  ton,  or  what- 
ever it  is — ^it  would  be  high  to  begin  with — any  concern  making  rails 
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in  competition  that  can  not  do  it  at  somewhat  near  the  price  of  its 
competitor,  the  sooner  that  concern  stops  making  rails  the  better. 

The  Chairman.  Exactly.  I  entirely  agree  with  you.  So  that, 
when  the  profits  are  not  sufficient  to  take  care  of  the  efficient  and  the 
inefficient,  whenever  the  efficient  attempt  to  sell  at  a  profit^  but  at  such 
a  profit  as  will  not  carry  the  less  efficient  competitor,  tnen  the  less 
efficient  competitor,  if  that  competition  continues  long  enough,  must 
go  out  of  business,  because  he  will  do  business  at  a  loss? 

Mr.  Carnegie.  Or  go  out  of  business ;  yes. 
^  The  Chairman.  Yes.    That  sort  of  elimination  under  a  competi- 
tive system  is  merely  a  survival  of  the  fittest  in  that  business? 

Mr.  Carnegie.  Certainly. 

The  Chairman.  And  the  public  ought  to  be  served  by  the  fittest  if 
the  fittest  can  serve  them  in  industrial  affairs  as  in  the  professional 
world  and  everywhere  else  ? 

Mr.  Carnegie.  That  is  the  economic  law.  That  is  best  for  the 
country,  undoubtedly.  But  I  would  have  this  court  or  commission 
fix  a  maximum  price  that  the  successful  competitor  should  charge, 
and  no  more. 

The  Chairman.  You  express  that  idea  with  remarkable  clearness 
and  force  in  an  article  in  the  North  American  Review,  in  which  you 
state — 

Such  is  the  law,  such  has  been  the  law,  and  such  promises  to  be  the  law  for 
the  future;  for,  so  far,  no  device  has  yet  been  devised  that  has  permauenUy 
thwarted  its  operation.  Given  freedom  i)f  competition,  and  all  combinations  or 
trusts  that  attempt  to  exact  fr6m  the  consumer  more  than  a  legitimate  return 
upon  capital  and  services  write  the  charter  of  their  own  defeat. 

Mr.  Beisd,  sr.  What  is  the  date  of  that,  Mr.  Chairman  ? 

The  Chairman.  That  is  1888. 

Mr.  Reed,  sr.  That  is  on  ** The  Bugaboo  of  the  Trusts "? 

The  Chairman.  Yes. 

Mr.  Carnegie.  Let  me  state  something  there,  Mr.  Chairman. 

The  Chairman.  State  anything  you  like,  Mr.  Carnegie. 

Mr.  Carnegie.  My  view,  Mr.  Chairman,  in  regard  to  steel  is  that 
an  element  has  come  in  which  does  not  affect  any  other  industry  of 
which  I  have  knowledge.  Gentlemen,  you  can  not  organize  new 
ateel  companies  in  this  country  now.    Mark  that 

The  Chairman.  Why  not? 

Mr.  Carnegie.  Because  they  could  not  buy  ore. 

The  Chairman.  They  could  not  buy  ore? 

Mr.  Carnegie.  They  could  not  buy  ore  at  a  price 

The  Chairman.  Are  there  not  millions  of  tons  of  ore  in  Tennessee 
and  West  Virginia  and  Pennsylvania  which  no  great  concern  has 
yet  preempted  and  that  are  available  at  a  small  cost?  I  have  heard 
that. 

Mr.  Carnegie.  If  no  man  has  ever  thought  that  he  could  buy  these 
ores  and  go  into  the  manufacture  successfully,  that  is  very  signifi- 
cant. There  have  been  hundreds  of  men  in  search  of  such  a  treasure. 
Do  not  run  away  with  the  idea  that  the  ores  of  Tennessee  can  well 
compete  with  the  ores  they  are  getting  from  Lake  Superior. 

The  Chairman.  Why  not? 

Mr.  Carnegie.  Because  the  elements  are  not  there.  The  ores  are 
not  the  same.  The  expenses  are  higher.  They  are  in  the  wrong 
place  for  manufacturing.    The  consumer  is  not  near  there.    Believe 
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me,  the  search  for  ore  in  this  country  has  been  very,  very  keen  for 
many  years. 

The  Chairman.  Now,  Mr.  Carnegie,  is  it  not  true 

Mr.  Carneoie.  Do  not  ask  me  "  Is  it  not  true?  "    Is  it  true? 

The  Chair3lan.  You  understand  I  am  not  arguing  with  you,  Mr. 
Carnegie? 

Mr.  Carnegie.  You  say  "  Is  it  not  true  ? "  You  assume  that  it  is 
by  the  tone  of  your  jjuestion.  It  is  very  embarrassing  to  the  witness. 
It  puts  me  in  opposition  to  you  at  once. 

The  Chairman.  If  you  knew  what  was  in  the  heart  and  mind,  Mr. 
Carnegie,  you  would  not  be  embarrassed  at  all. 

Mr.  Carneoie.  I  know,  Mr.  Chairman,  but  it  is  what  comes  from 
the  tongue  that  is  so  troublesome.     [Laughter.] 

The  Chairman.  You  know  so  much  more  about  these  things  than 
I  do  that  I  am  now  asking  you  to  correct  my  previous  misappre- 
hensions about  a  matter  that  I  have  studied  only  for  a  few  brief 
months,  to  which  you  have  given  the  study  of  a  lifetime  with  such 
remarkable  success. 

Mr.  Carneoie.  Thank  you. 

The  Chairman.  Mr.  Carnegie,  I  have  been  under  the  impression — 
Mr.  Schwab  testified  to  that  effefet,  the  engineer,  Mr.  Perrin,  and  a 
great  number  of  persons — that  they  make  pig  iron  in  Birmingham — 
the  Republic  Iron  &  Steel  Co.,  Mr.  Gates's  concern,  and  others — for 
about  $4  per  ton;  that  they  make  it  for  less  than  they  make  it  for 
anywhere  else  in  the  United  States;  that  the  Woodward  Iron  Co., 
for  instance,  can  and  does  make  pig  iron  at  a  much  less  cost  per  ton 
than  they  can  make  it  at  Pittsburgh  or  at  Gary.  In  fact.  Judge 
GaiT,  if  I  remember  correctly,  admitted  it. 

Mr.  Carnegie.  Bessemer  pig  iron? 

The  Chairman.  No,  sir ;  open-hearth  pig  iron. 

Mr.  Carnegie.  Oh,  well. 

The  Chairman.  Which  is  just  as  good,  is  it  not?  It  really  brings 
a  better  price  ? 

Mr.  Carnegie.  It  is  not  Bessemer. 

The  Chairman.  Is  it  true  that  open-hearth  pig  iron  really  brings 
a  better  price  t 

Mr.  Carnegie.  I  do  not  know  that  it  is  true.  But  I  know  this: 
That  Schwab  expects  to  make  his  eastern  property  valuable  and 
the  Pennsylvania  Steel  Co.  through  a  recent  discovery  in  Cuba. 

Mr.  Beed.  You  mean  the  Bethlehem  Steel  Co.  ? 

Mr.  Carnegie.  The  Bethlehem  Steel  Co.;  yes. 

The  Chairman.  I  do  not  mean  to  differ  with  you,  but  this  enters 
my  mind  at  this  time :  Is  it  true  that,  as  Mr.  Schwab  says — ^he  agrees 
with  you  that  there  will  be  no  new  iron  mills — ^that  they  can  make 

£ig  iron  cheaper  in  Birmingham — ^that  is,  opjen-hearth  pig  iron, 
asic  pig,  I  believe  they  call  it — cheaper  than  it  can  be  made  else- 
where, but  that  tiiey  have  not  the  facilities  for  transportation  or  the 
market  and  that  that  cheapness  is  due  to  the  remarkable  pro- 
pinquity of  the  ore,  the  coal,  and  the  limestone,  and  that  all  the 
ores,  the  coal,  and  limestone  that  are  located  in  this  immediate  vi- 
cinity thrown  there  together  are  confined  to  a  small  area?  Mr. 
Schwab  claims  that  all  of  these  ores,  and  Mr.  Perrin  and  the  rest 
of  them  say  the  same  thing,  are  now  held  by  the  companies  in  opera- 


2492  UNITED  STATES  STEEL  CORPORATION. 

tion  and  that  there  is  no  more  of  it  in  the  market  available.    Is  that 
true? 

Mr.  Reed.  Mr.  Schwab  did  not  testify  to  that.  Mr.  Perrin  did 
and  Mr.  Moore  and  Mr. 

The  Chairman.  Mr.  Schwab  said,  if  I  remember  correctly,  that 
there  would  be  no  more  new  great  iron  concerns,  because  there  was 
no  ore  available. 

Mr.  Carnegie.  Yes;  he  did.  Schwab  is  an  authority  on  that.  I 
think  Schwab's  statement  is  correct. 

Mr.  Chairman,  you  would  be  amazed  at  the  price  it  would  bring 
if  there  were  new  fields  of  ore  discovered  to-day.  The  end  of  the 
Lake  Superior  region  is  not  far  away,  and  what  we  are  going  to  do 
I  do  not  know.  If  there  would  be  some  further  discoveries,  possibly, 
that  would  help  the  situation. 

The  Chairman.  Are  there  ores  in  the  Lake  Superior  region  now  in 
sufficient  quantities  that  could  be  secured  and  smelted  at  such  a 
cost,  by  independents,  as  to  make  them  available  for  the  purpose 
of  utilizing  those  ores  as  the  basis  of  new  competing  concerns  with 
the  existing  concerns? 

Mr.  Carnegie.  The  best  evidence  of  that  is  that  there  has  been 
no  attempt  of  any  competing  concerns  for  many,  many  years. 

Mr.  Gardner.  May  I  call  your  attention,  Mr.  Carnegie,  to  some- 
thing that  perhaps  you  have  overlooked,  and  that  is  that  after  1915 
there  will  be  500,000,000  tons  of  ore,  fee  ore,  in  the  market  which 
belong  to  the  Great  Northern  Eailroad  ?  You  know  that  lease  will 
be  canceled  at  that  time? 

Mr.  Carnegie.  That  is  the  Hill  lease? 

Mr.  Gardner.  The  Hill  lease  will  be  canceled  then.  So  that  that 
would  be  a  basis,  perhaps,  for  one  new  company,  but  not  for  an 
indefinite  number  of  new  companies. 

Mr.  Carnegie.  Mr.  Gardner,  you  had  better  get  the  opinion  of 
experts  in  regard  to  that  property. 

Mr.  Gardner.  I  would  like  your  opinion,  when  the  chairman  has 
finished  his  questions. 

The  Chairman.  That  is  all  right.    Go  ahead. 

Mr.  Carnegie.  I  am  not  an  expert.  I  only  know,  generally 
speaking,  what  it  has  cost  the  Unitea  States  Steel  Co.  to  try  to  make 
tnat  ore  available. 

Mr.  Gardner.  The  royalty  was  enormous. 

Mr.  Carnegie.  I  do  not  know.  Of  course,  I  just  heard  it  stated. 
I  suppose  I  am  free  to  state,  therefore,  although  it  may  not  be  true, 
that  I  understand  it  runs  into  a  great  many  millions  already. 
The  United  States  Steel  Co.,  in  my  opinion,  did  not  give  up  that 
ore  for  any  reason  but  that  they  were  convinced  that  they  haa  made 
an  unprofitable  investment. 

Mr.  Gardner.  That  they  were  paying  85  cents  royalty,  with  an 
ever-increasing  scale;  which  mignt  a&ct  the  question  somewhat 
as  to  the  cost  ? 

Mr.  Carnegie.  I  do  not  think  you  will  find  a  purchaser. 

The  Chairman.  I  wish  to  ask  this  question,  right  at  that  point: 
I  am  asking  if  this  is  correct,  this  statement  that  has  been  made  to 
me,  but  never  on  the  witness  stand ;  it  has  been  made  to  me  by  steel 
men,  however,  who  have  practical  knowledge  of  it,  and  who  have 
utilized  some  of  those  ores.    That  the  Hill  leases  are  held  in  this 
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way:  The  promoter  went  into  that  country  and  found  this  ore,  and 
had  no  means  of  transportation,  and  he  had  to  make  a  traffic  con- 
tract with  the  railroads  that  tapped  it.  That  road  was  the  Great 
Northern.  It  was  the  custom  of  the  owners  of  those  steel  proper- 
ties to  make  a  conveyance  of  the  property  to  the  railroad,  or  to  the 
Hill  interests,  and  then  they  would  reconvey  it  to  the  man  who  had 
discovered  the  ore,  with  a  provision  rtmning  with  the  land  agreeing 
thereafter  to  ship  the  ore  over  the  Great  Northern  Kailroad,  and  to 
pay  80  cents  to  Superior  or  some  other  lake  port;  and  that,  in  the 
event  the  Interstate  CJommerce  Conunission  or  any  other  authorized 
authority  should  lower  those  rates,  then  the  royalty  should  auto- 
matically increase.    Do  you  know  anything  about  that  ? 

Mr.  Carnegie.  I  do  not  know  anything  about  that.  Nothing.  I 
know  that  the  United  States  Steel  Co.  investigated  it  and  decided  to 
go  in. 

The  Chatkman.  Yes. 

If  those  ores  are  held  in  that  way,  so  that,  no  matter  what 
the  law  does,  the  shippers  of  the  ores  will  always  have  to  pay  80 
cents  to  lake  ports,  and  then  pay  such  rate  as  is  charged  over  the 
Lakes,  such  rate  as  may  be  charged  over  the  Bessemer  &  Lake  Erie, 
can  any  independent  concern  utilize  those  lake  ores  to  compete  with 
a  perfectly  integrated  corporation  that  owns  its  own  transportation 
facilities? 

Mr.  Carkeoie.  My  opinion,  formed  upon  what  I  have  read 

The  Chairman  (interposing).  And  your  experience? 

Mr.  Carnegie.  Yes.    Now,  mind  you,  it  may  be  all  wrong. 

The  Chairman.  I  am  willing  to  take  it. 

Mr.  Carnegie.  My  opinion  is  that  there  are  disadvantages  in  the 
position  of  that  ore,  and  many  other  things  which  would,  in  view 
of  the  experience  of  the  present  owner — ^the  United  States  Steel 
Co.— deter  any  conservative,  wise  investor  from  having  anything  to 
do  with  it. 

Mr.  Reed,  Sr.  That  does  not  answer  the  chairman's  question. 

The  Chairman.  I  am  satisfied. 

Mr.  Gardner.  What  is  the  point  now? 

Mr.  Reed,  Sr.  The  chairman  asked  him  the  effects  upon  the  con- 
trol of  transportation,  and  Mr.  Carnegie  went  off  in  another 
direction  and  answered  that  there  were  certain  disadvantages  in 
the  ore  itself. 

Mr.  Gardner.  What  is  the  question  you  want  answered? 

Mr.  Reed,  Sr.  I  just  said  that  Mr.  Carnegie  did  not  exactly  answer 
the  chairman^s  question. 

The  Chairman.  You  owned  the  Bessemer  &  Lake  Erie? 

Mr.  Carnegie.  Yes,  sir. 

The  Chairman.  What  did  it  cost  you  to  ship  a  ton  of  ore  from 
Conneaut  to  Pittsburgh? 

Mr.  Carnegie.  I  must  refer  you  to  the  people  who  operated  it. 

The  Chairbian.  I  beg  your  pardon,  but-- — 

Mr.  Carnegie  (interrupting).  I  have  no  idea. 

The  Chairman.  I  beg"  your  pardon,  but  before  the  Ways  and 
Means  Committee,  Mr.  Carnegie 

Mr.  Carnegie.  Would  you  ask  Schwab  ?  He  is  the  president,  and 
he  has  everything  of  that  kind  in  his  mind. 
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The  Chaibman.  I  wish  he  were  here.  I  should  be  delighted  to 
ask  him. 

Mr.  Cabnegie.  He  could  tell  you  these  things ;  but  I  think  he  will 
also  tell  you  that  a  man  more  ignorant  of  all  these  things  than  I  am 
does  not  exist  on  the  face  of  the  earth. 

The  Chaibman.  You  were  good  enough,  Mr.  Carnegie^  before  the 
Ways  and  Means  Committee  to  testify,  if  I  remember  correctly,  that 
the  cost  of  transporting  a  ton  of  ore  from  Conneaut  to  the  Carnegie 
works  was  about  10  or  20  cents  a  ton  ? 

Mr.  Cabnegie.  Oh,  my  dear  sir ;  to  transport  f  There  is  where  so 
many  errors  creep  in. 

The  Chaibman.  That  is  what  I  want — the  facts  in  regard  to  that 

Mr.  Cabnegie.  I  heard  that  the  same  service,  taking  a  long  train 
of  iron  ore  and  getting  it  down  to  Pittsburgh,  was  12  cents  a  ton; 
that  is,  that  paid  the  locomotive  engineer,  the  brakeman,  and  every- 
thing of  that  sort,  and  that  taking  back  the  empty  cars  cost  11  cents. 
That  has  nothing  to  do  with  the  cost  of  transportation. 

The  Chaibman.  I  understand.  You  are  speaking  of  the  cost  of 
running  the  trains,  without  including  the  cost  of  keeping  up  your 
road  and  all  that  ? 

Mr.  Cabnegie.  Yes. 

The  Chaibman.  The  coal,  the  haul,  and  one  thing  and  another  of 
that  sort? 

Mr.  Cabnegie.  Everjrthing.  It  was  remarkable,  though,  to  me 
how  cheap  that  was.  You  see,  there  was  just  the  one  clasg  of 
traffic — full  trains;  very  few  passenger  trains  on  the  road,  which 
are  very  expensive  to  a  road  where  there  is  little  passenger  travel. 

Mr.  Young.  Have  you  any  knowledge,  Mr.  Carnegie,  about  what 
is  known  as  the  Hill  ores,  as  to  their  quality  ? 

Mr.  Cabnegie.  You«mean  in  the  South  ? 

Mr.  Young.  What  are  known  as  the  Hill  ores. 

Mr.  Cabnegie.  No;  I  have  not  I  have  just  heard  general  re- 
marks from  those  who  have  seen  it  and  know  it,  and  we  remark 
has  always  been  to  me,  "Nobody  but  the  United  States  Steel  Co. 
would  have  gone  into  that  project." 

Mr.  Young.  Have  you  anv  knowledge  as  to  whether  those  ores 
differ  in  any  way,  substantially,  from  the  other  ores  on  the  Missabe 
Bange  ? 

Mr.  Cabnegie.  I  have  not 

Mr.  Young.  Have  you  any  knowledge  as  to  the  extent  of  the 
deposits? 

Mr.  Cabnegie.  No,  sir.  I  have  only  heard  the  opinion  expressed 
by  men  who  have  that  knowledge. 

The  Chaibman.  Do  you  know  J.  T.  Odell,  former  president  of 
Pittsburgh,  Bessemer  &  Lake  Erie? 

Mr.  Cabnegie.  J.  T.  Odell  ? 

The  Chaibman.  Yes.  He  was  the  president  of  the  Pittsburgh  & 
Lake  Erie,  was  he  not? 

Mr.  Cabnegie.  He  was  one  of  the  parties  that  was  originally  in 
the  Shenango  Koad  ? 

The  Chaibman.  Yes. 

Mr.  Cabnegie.  I  had  forgotten  his  name. 
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The  Chairman.  He  made  a  report  to  the  company  about  this 
road,  in  which  he  said : 

The  lowest  rate  per  ton  per  mile,  the  highest  average  length  of  revenue 
hanl  in  proportion  to  its  track  mileage,  the  greatest  density  of  tonnage  in 
proportion  to  its  freight-train  mileage,  the  greatest  average  paying  load,  and 
the  lowest  **  ton-mile  cost "  of  any  road  on  the  American  Ck)ntinent  reporting 
to  the  Interstate  Commerce  Commission.  The  average  paying  load  of  all 
its  freight  trains,  including  three  branches,  and  with  but  little  back  loading, 
was,  for  the  year  ending  December  31,  1899,  777  tons.  It  is  confidently  ex- 
pected, when  south  and  north  bound  tonnage  is  70  per  cent  and  30  per  cent, 
respectiyely,  and  the  tonnage  reaches  5,000,000  tons  annually,  as  it  promises, 
that  the  average  paying  load  will. not  be  less  than  900  tons,  or  four  and  one- 
half  times  greater  than  the  present  average  paying  load  of  the  country.  The 
maximnm  weight  of  the  paying  load  for  the  year  was  1,580  net  tons,  with  the 
average,  as  before  stated,  of  777  tons.  Of  the  ore  trains,  each  earned  on  a 
3^-miU  rate  per  ton  per  mile  (gross  ton)  $513  per  train  mile.  The  road  Is 
laid  with  100-pound  rail  and  the  track  ballasted  with  furnace  slag.  The 
bridges  will  carry  $6,600  pounds  to  the  linear  foot.  The  standard  locomotive 
is  the  consolidation  pattern,  having  cylinders  22  by  28  inches,  and  weighing 
170,000  pounds  on  the  drivers  alone.  The  ore  equipment  consists  mostly  of 
Bi^  cars,  weighing  17  tons  and  carrying  60  tons  more.  The  company  is  hav- 
ing built  a  few  of  what  will  prove  to  be  the  heaviest  locomotives  in  the  world, 
having  cylinders  23  by  32  inches,  and  weighing  217,000  pounds  on  the  drivers. 
With  these  locomotives  the  total  weight  of  an  ore  train,  including  the  locomo- 
tive and  light  weight  of  the  cars,  will  be  about  2,600  tons. 

But  it  is  not  only  in  the  operation  of  the  road  that  greatest  economy  is  ob- 
tained, but  also  in  the  transfer  of  the  ore  from  the  lake  steamers  to  the  trains. 
The  steel  company  owns  the  entire  harbor  at  Conneaut.  Nine  ships  can  be 
docked  at  the  same  time.  Twenty-five  thousand  tons  of  all  classes  of  freight 
can  be  handled  every  10  hours.  The  most  modem  machinery  is  used  for 
handling  ore  and  coal.  A  6,000-ton  ship  can  be  cleared  in  14  hours,  and  in  the 
same  time  from  the  moment  the  hatches  are  open  the  ore  can  be  at  the  fur- 
naces at  Pittsburgh.  A  new  steam  shovel  was  completed  last  winter  by  which 
a  trahi  of  35  to  40  cars  will  be  loaded  with  ore  In  2  hours.  A  40-ton  car  of 
coal  can  be  unloaded  and  partly  trimmed  in  the  ship  in  36  seconds.  Most  of 
the  switching  at  Conneaut  is  done  by  the  haulage  system  (a  cable  running 
between  the  rails  at  about  4  miles  per  hour).  The  operating  officers  believe 
that  with  this  railroad  the  utmost  limit  of  all  that  is  possible  in  solving  the 
problem  of  cheap  transportation  has  been  reached.  Their  achievement  shows 
what  remains  to  be  done  and  can  be  done  by  the  other  railroads  of  this  country 
in  the  same  direction. 

Mr.  Heed.  What  was  the  occasion  of  that  report  ? 

Mr. Keed,  Sr.  Is  that  a  prospectus? 

Mr.  Young.  It  sounds  as  if  they  were  trying  to  sell  the  road  about 
that  time. 

Mr.  Caknegie.  That  is  the  way  it  strikes  me. 

The  Chairman.  July  25,  1896,  the  first  contract  was  let.  This  is  a 
statement  by  the  vice  president  of  the  road  as  to  the  road.  I  do  not 
care  what  the  man's  motive  was. 

Mr.  Reed,  Sr.  Addressed  to  whom,  please  ? 

The  Chairman.  This  is  the  letter  of  the  vice  president.  It  does 
not  say  to  whom  it  was  addressed.  I  would  have  to  read  the  context 
here  to  see  that.  It  is  a  letter  touching  the  road,  by  J.  T.  Odell, 
former  vice  president  of  the  road.  It  is  a  letter  to  Mr.  Henry  Oliver, 
I  see. 

Mr.  Bridge.  Henry  Oliver  gave  it  to  me. 

Mr.  Young.  You  do  not  know  to  whom  it  was  addressed? 

Mr.  Bridge.  I  do  not  know  to  whom  it  was  addressed. 

Mr.  Carnegie.  I  never  heard  that  transcendent  description  of  my 
property  until  now.    [Laughter.] 

The  Chairman.  Is  that  correct  ? 
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Mr.  Carnegie.  Correct  ?  Why,  I  have  sat  and  listened  to  that  for 
the  first  time,  to  those  most  extraordinary  statements,  and  you  ask 
me  if  they  ar^  correct.  It  seems  to  meliklan  advertising  d<iument, 
as  you  say,  to  sell  the  road,  Mr.  Young.    [Laughter.] 

The  Chairman.  Do  you  know  Mr.  Odell? 

Mr.  Carnegie.  I  do  not  remember  ever  meeting  Mr.  Odell.  I  may 
have  been  introduced  to  him  at  Pittsburgh,  as  I  went  up  the  road,  as 
the  vice  president.  I  had  to  ask  Judge  Keed  just  now  who  he  was. 
How  often  have  I  to  remind  you  that  I  am  the  most  ignorant  man 
about  the  details  of  that  business  in  Pittsburgh  that  is  living. 

The  Chairman.  The  Carnegie  Steel  Co.  owned  that  road  at  that 
time,  did  it  not? 

Mr.  Carnegie.  Did  we  own  that  road  and  everything.  Judge  ? 

Mr.  Eeed,  Sr.  Mr.  Odell  is  a  very  capable  and  reputable  expert 
A  little  optimistic  sometimes,  I  think. 

The  Chairman.  To  get  back  to  the  question : 

You  did  have  a  very  efficient  road  tnere,  did  you  not,  and  werie 
able  to  haul  at  a  very  low  cost? 

Mr.  Carnegie.  I  have  been  over  it  and  admired  that  road.  The 
first  steel  cars  that  we  ever  built  we  built  and  ran  over  that  road, 
and  then  I  told  the  people  the  day  of  wooden  cars  was  past — ^that 
they  would  be  prohibited  by  law  as  too  dangerous  to  run.  Now 
everything  is  steel. 

The  Chairman.  When  you  acquired  the  Lake  Superior  Consoli- 
dated Iron  Mines,  the  Rockefeller  interests 

Mr.  Carnegie.  It  was  Harry  Oliver,  was  it  not? 

The  Chairman.  The  Oliver  Iron  Mining  Co.? 

Mr.  Carnegie.  Yes;  I  think  we  acquired- 

The  Chairman.  I  am  asking  for  information.  The  Duluth,  Mis- 
sabe  &  Northern  was  the  road  that  the  Oliver  Mining  Co.  used,  was 
it  not? 

Mr.  Carnegie.  I  do  not  know.    I  never  heard  of  it. 

The  Chairman.  That  went  from  the  Vermilion  Range? 

Mr.  Reed.  The  evidence  shows  that  they  used  both  the  Duluth  & 
Iron  Range  and  the  Duluth,  Missabe  &  Northern. 

The  Chairman.  The  Oliver  Iron  Mining  Co.? 

Mr.  Reed.  Yes.  The  Oliver  Iron  Mining  Co.  did  not  own  any  rail- 
road in  Minnesota. 

The  Chairman.  Did  it  use  both  roads  ? 

Mr.  Reed.  Yes. 

The  Chairman.  That  is  what  I  was  trying  to  get  at  when  Mr. 
Brown  was  on  the  stand. 

When  you  acquired  the  Rockefeller  interests  you  acquired  the 
Duluth,  IVIissabe  &  Northern  Railroad,  did  you  not? 

Mr.  Carnegie.  I  do  not  know. 

The  Chairman.  Do  you  remember  the  road  that  ran  from  the 
Mesabi  Range  to  Lake  Superior? 

Mr.  Carnegie.  No. 

Mr.  Reed.  If  I  may  interrupt,  the  evidence  already  before  your 
committee  shows  that  the  Duluth,  Missabe  &  Northern  was  owned  by 
the  Lake  Superior  Consolidated  Iron  Mines,  which  remained  in  the 
control  of  Mr.  Rockefeller  until  it  was  sold  to  the  steel  corporation 
in  1901. 
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The  Chairman,  And  the  Carnegie  Co. 

Mr.  Reed  (interposing).  Never  owned  it;  never  had  an  interest 
in  it. 

While  the  Duluth  &  Iron  Bange  was  owned  by  the  Minnesota  Iron 
Co,  it  was  a  part  of  the  Federal  Steel  Co.  The  Carnegie  Co.  never 
had  an  interest  in  it. 

Mr.  Carnegie.  I  am  under  the  impression  that  the  Carnegie  Steel 
Co.,  at  the  time  of  its  consolidation,  and  that  is  what  I  am  trying  to 
get  at,  at  the  time  the  Carnegie  Steel  Co.  became  a  part  of  the  United 
States  Steel  Corporation,  owned  its  transportation  facilities  from 
tiie  Superior  ore  region  to  its  blast  furnaces. 

Mr.  Keed.  I  think  that  is  correct  with  the  exception  of  the  road 
from  the  ore  mines  to  the  L$ike  Superior  ports.  It  was  simply  a 
shipper  over  those  roads,  and  owned  no  railroad  of  its  own  over  there. 

Mr.  Gardner.  They  had  the  ore  contract  with  Mr.  Rockefeller, 
with  the  Consolidated,  of  which  Mr.  Carnegie  spoke  the  other  day, 
did  they  not? 

Mr.  Reed.  Yes;  they  had  taken  over  some  of  the  leases. 

Mr.  Gardner.  They  owned  83J  per  cent  of  the  Oliver  Iron  Mining 
Co.,  but  there  was  no  railroad  in  which  they  had  any  ownership 
north  of  Lake  Superior,  as  I  understand  it. 

Mr.  Reed.  That  is  exactly  correct,  Mr.  Gardner. 

The  Chapman.  As  I  understand  you  now,  the  Oliver  Iron  Mining 
Co.  at  the  time  of  its  consolidation,  sold  five-sixths  of  its  securities  to 
the  Carnegie  Steel  Co.  ? 

Mr.  Reed.  It  did  not.    The  owners  of  the  five-sixths  did  sell. 

The  Chairman.  Then  the  Cameffie  Steel  Co.  sold  five-sixths  of  the 
Oliver  Iron  Mining  Co.,  and  they  had  the  same  rates  that  the  Oliver 
Iron  Mining  Co.  had,  of  course? 

Mr.  Reed.  The  Carnegie  Co.  never  mined  any  ore.  The  Oliver  Iron 
Mining  Co.  did. 

The  Chairman.  Did  it  Aot  ship  over  the  rails  controlled  W  the 
Oliver  Iron  Mining  Co.?  It  used  the  railroad  used  by  the  Oliver 
Iron  'Mining  Co.,  or  controlled  by  it? 

Mr.  Reed.  That  is  just  the  idea  I  am  trying  to  correct,  Mr.  Chair- 
man. The  Oliver  Iron  Mining  Co.  did  not  control  anv  railroad  any- 
where. It  was  simply  a  shipper  over  roads  controlled  by  other  min- 
ingcompanies. 

The  Chairman.  The  other  day  I  produced  this  written  memo- 
randum that  exjjlains  itself,  when  Mr.  Brown  owned  this  section  80. 
I  have  the  copy  in  the  original  handwriting: 

MB.  CONODON'S   MEMOBAin)nM. 

Whatever  rate  the  Oliver  Iron  Mining  Co.  may  get  on  its  ores  from  Ely  to 
Lake  Superior,  Miller  &  Brown  shall  have  on  their  ores  from  lands  in  section 
90,  Tp.  63,  R.  11,  so  long  as  such  land  is  owned  by  them,  no  matter  In  what 
way  snch  rates  may  be  obtained.  Such  ores  to  be  shipped  by  or  through  the 
Oliver  Co.  if  they  so  elect 

MB.  BB0WN*8  MSMOBANDUM. 

Withdrawing  snit  conditioned  upon:  The  Midway  Co.  and  John  G.  Brown 
being  by  way  of  or  throngh  the  Oliver  Iron  Mining  Co.  guaranteed  and  enabled 
to  ship  their  ores  on  or  in  section  30,  Tp.  63,  R.  11  west,  so  long  as  owned  by 
them,  therefrom  to  Lake  Superior  ports,  and  other  freights  incident  to  mining, 
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in  carload  lots  from  Lake  Superior  ports  to  said  section  90,  at  same  rate  and 
cost  or  expense  as  like  freights  and  transportation  may  be  to  and  actually  cost 
the  Sttid  Oliver  Co.,  successors  and  assigns,  no  matter  in  what  way  ob- 
tained, whether  by  special  rate,  drawbacks,  rebates,  or  in  any  other  way.  Such 
freights  to  be  shipped  by  or  through  the  said  Oliver  CJo.,  if  they  so  elect.  Said 
Oliver  Co.  also  to  satisfy  all  attorney  claims  a/c  said  suit  to  be  withdrawn 
and  refund  to  Mr.  Higglns  $600,  to  Conan  $550,  to  John  G.  Brown,  $750,  to 
John  Seymour,  etc 

All  papers,  documents,  records,  etc.,  appertaining  to  said  suit  to  be  sur- 
rendered and  delivered  to  Mr.  John  G.  Brown. 

Do  vou  know  what  agreement  the  Oliver  Iron  Mining  Co.  had 
with  the  Duluth,  Missabe  &  Northern  or  the  Duluth  &  Iron  Bange 
as  to  the  ore  rate  from  the  Mesabi  Range  and  the  Vermilion  Bange 
to  the  lake  ports  ? 

Mr.  Carnegie.  I  never  knew  of  any  arrangement  with  them;  never 
heard  of  anything  like  that  in  my  life.  I  know  nothing  whatever 
about  it. 

The  Chairman.  Do  you  know  Senator  Oliver,  now  in  the  Senate? 

Mr.  Carnegie.  Yes,  sir. 

The  Chairman.  Was  he  connected  with  the  Oliver  Iron  Min- 
ing Co.  ? 

Mr.  Carnegie.  Was  he  a  partner,  or  was  it  his  brother,  Judge? 

Mr.  Beed,  Sr.  He  had  sbme  interest,  but  H.  W.  Oliver  was  the 
active  man. 

Mr.  Carnegie.  Judge  Beed  informs  me  that  Senator  Oliver  had 
an  interest  with  his  brother.    I  do  not  know. 

The  Chairman.  He  spoke  before  this  committe  of  rebates  secured 
by  the  Carnegie  Co. 

Mr.  Carnegie.  I  know  nothing  whatever  of  that. 

Mr.  Young.  He  did  not  claim  to  speak  from  knowledge,  but  from 
what  he  had  understood  and  heard. 

Mr.  Carnegie.  I  have  never  heard  anything  about  that.  It  is  all 
new  to  me. 

Mr.  Sterling.  It  is  now  1  o'clock,  Mr.  Chairman.  Do  you  intend 
to  sit  much  longer  before  the  recess  ? 

The  Chairman.  I  had  no  idea  it  was  so  late. 

Mr.  Beed,  Sr.  How  much  longer  do  you  think  you  will  require 
the  presence  of  Mr.  Carnegie,  Mr.  Chairman  ?  If  you  are  going  to 
get  through  with  him,  he  would  like  to  make  his  arrangements  to 
get  away  this  afternoon. 

Mr.  Carnegie.  I  shall  subordinate  my  wishes  to  you  gentlemen.  I 
am  here  performing  a  duty,  and  I  will  do  it  fully. 

The  Chairman.  We  are  grateful  to  you. 

Mr.  Carnegie.  I  want  to  tell  you,  really,  that  I  have  received  so 
much  knowledge  that  it  has  not  been  an  unpleasant  duty  for  me  to 
perform.  I  thought  it  would  be,  but  it  has  not  been.  I  will  not  say 
that  I  find  you  blissfully  ignorant  of  these  matters,  but  you  ask  me 

?uestions  that  take  me  back  to  the  old  world  which  I  have  been  away 
rom  so  long.    Now,  you  take  me  back  to  it,  and,  really,  it  has  taken 
me  away  back  to  my  youth. 

The  Chairman.  1  am  quite  sure,  Mr.  Carnegie,  that  the  committee 
can  not  possibly  have  afforded  you  more  pleasure  than  you  have 
afforded  the  committee.  We  shall  be  delighted  to  have  you  come 
back  at  2.30  o'clock. 

Mr.  Carnegie.  The  only  regret  I  have  is  that  I  have  not  a  par- 
ticle of  the  information  that  you  want.    I  positively  am  ignorant 
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of  these  things  about  which  you  ask  me.    I  never  heard  of  this  ar- 
rangement before. 

Whereupon,  at  1  o'clock  p.  m.,  the  committee  took  a  recess  until 
2^0  o'clock  p.  m. 

AFTERKOOK  SESSION. 

The  committee  met  pursuant  to  taking  of  recess. 

The  Chairman.  The  committee  will  resume  its  session. 

STATEMENT  OF  AHDBEW  CASNEaiE— Continued. 

The  Chairhan.  Are  there  any  of  the  members  of  the  committee 
who  desire  to  ask  questions  of  Mr.  Carnegie  t 

Mr.  Young.  I  have  a  few  questions. 

The  Chairman.  Proceed. 

Mr.  Young.  I  understood  you  to  say  this  morning,  Mr.  Carnegie, 
that  it  would  be  impossible  for  any  new  concern  to  start  in  the  steel 
business,  because  they  could  notjget  any  ore? 

Mr.  Carnegie.  Impossible?  1  say  that  you  can  not  induce  capital, 
I  think,  to  embark  in  the  steel  business  now,  on  account  of  the  diffi- 
culty of  obtaining  ore,  yes;  but  '^impossible"  is  a  word  that  if  I 
used  it  I  would  like  to  withdraw.  I  do  not  profess  to  define  what  is 
impossible. 

Mr.  Young.  Does  not  that  difficulty  come  largely  from  the  fact 
that  at  the  present  time  the  plants  in  existence  are  a  good  deal  more 
than  capable  of  meeting  the  present  demands  ? 

Mr.  Carnegie.  At  the  present  moment  I  think  that  is  correct 

Mr.  Young.  I  would  enlarge  that  to  say  that  for  the  last  two  or 
three  years  the  plant  capacity  has  been  a  good  deal  in  excess  of  the 
demands,  so  that  practically  none  of  the  concerns  have  been  working 
at  their  full  capacity. 

Mr.  Carnegie.  I  think  that  is  true — ^that  the  great  rush  is  over.  ^ 

Mr.  Young.  Have  you  any  knowledge,  Mr.  Carnegie,  as  to  approxi- 
mately the  amount  of  ore  in  the  Minnesota  region  that  is  owned  by 
what  you  call  merchant  miners  who  are  not  connected  with  manu- 
f  actunng  plants  ? 

Mr.  Carnegie.  I  have  not. 

Mr.  Young.  Have  you  any  knowledge  as  to  the  approximate 
tmount  ojf  ore,  for  instance,  owned  by  the  Cleveland  Cliffs  Co.  ? 

Mr.  Carnegie.  I  do  not  know.    They  are  one  of  the  old  conceras. 

Mr.  Young.  Or  by  Pickens,  Mather  &  Co.  ? 

Mr.  Carnegie.  I  do  not  know  their  holdings. 

Mr.  Young.  Or  by  Morgan,  McKenney  &  Co.  ? 

Mr.  Carnegie.  I  know  nothing  about  the  holdings  of  these  com- 
panies in  Lake  Superior. 

Mr.  Young.  These  people  I  speak  of  are  what  we  denominate  mer- 
chant miners.  They  are  men  who  sell  their  ore  and  do  not  consume  it. 

Mr.  Carnegie.  Quite  so. 

Mr,  Young.  Have  you  kept  any  track  of  the  large  development 
of  new  ore  bodies  owned  by  merchant  miners  in  the  Crystal  Falls  and 
Iron  Biver  district  in  the  last  few  years  ? 

17042— No. 
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Mr.  Cabhegib.  No,  sir.  I  know  nothing  about  it.  I  only  give  ^ou 
the^neral  impression  I  have  from  what  I  have  heard  people  sajmg. 

]|£r.  Young.  If,  in  addition  to  whatever  ore  there  may  be  on  these 
Hill  lands — ^which  is  soon  to  be  in  the  market  for  somebody — these 
merchant  miners  do  own  200,000,000  or  300,000,000  tons  up  there, 
that  would  be  sufficient  for  one  considerable  concern  for  a  great  many 
years,  would  it  not ! 

Mr.  Carnegie.  It  would  be  for  40  years,  if  they  had  200,000,000 
tons  and  mined  5,000,000  tons  a  year  only. 

Mr.  Young.  That  would  be  a  very  considerable  concern  that  would 
consume  6,000,000  tons  a  year,  would  it  not  ? 

Mr.  Carnegie.  Oh,  no. 

Mr.  Young.  I  do  not  mean  another  United  States  Steel  Co.,  but  a 
large  company. 

Mr.  Carnegie.  Well,  Mr.  Young,  the  party  that  invested  money 
in  a  small  steel  company  would  not  make  rails  as  cheap  as  one  that 
was  up  to  the  modern  requirements. 

Mr.  Young.  You  woula  not  call  the  old  Carnegie  Co.  a  small  com- 
panv,  would  you? 

Mr.  Carnegie.  There  was  a  time  when  it  was  large. 

Mr.  Young.  During  its  last  years.  Did  that  consume  over  5,000/)00 
tons  a  year  annually  f 

Mr.  Carnegie.  Why,  we  made  3,000,000  tons  of  steel. 

Mr.  Young.  That  would  account  for  just  about  6,000,000  tons, 
would  it  not? 

Mr.  Carnegie.  Oh,  there  is  a'  ^reat  deal  of  loss  between  the  blast 
furnaces  and  the  finished  material.  That  was  finished  material  of 
which  I  spoke. 

Mr.  Young.  Yea 

Mr.  Carnegie.  You  take  my  word  for  it,  you  will  find  no  new 
steel  works  that  can  figure  only  40  years'  existence.  The  whole  thing 
would  be  lost  at  the  end  of  40  years  if  they  went  out  of  ora 

Mr.  Young.  Do  you  think  that  all  the  ore  has  been  discovered  that 
will  be  discovered  in  the  Lake  Superior  district  ? 

Mr.  Carnegie.  The  man  that  built  a  steel  works,  assuming  there 
would  be  more  ore,  would  be  a  fool.  You  have  to  have  a  dead-sure 
thing  before  you  commence  to  build  a  great  steel  plant  and  put 
$15,000,000  or  $20,000,000  in  it. 

Mr.  Young.  You  had  a  very  considerable  plant  in  Pittsburgh 
when  you  were  relying  entirely  on  merchant  ore  irom  the  old  ranges  ? 

Mr.  Carnegie.  Yes. 

Mr.  Young.  And  before  the  Mesabi  development? 

Mr.  Carnegie.  Quite  true.  Fortunately,  1  woke  up  in  time  to  the 
danger. 

]M&.  Young.  That  plant  was  never  shut  down  for  want  of  ore, 
was  it? 

Mr.  Carnegie.  No  ;  not  for  want  of  ore. 

Mr.  Young.  Have  you  any  knowledge  as  to  how  much  ore  there  Ls 
on  what  is  known  as  the  Hill  lands  ? 

Mr.  Carnegie.  That  which  the  steel  company  has  just  bought  up  t 

Mr.  Young.  That  is  a  part  of  it 

Mr.  Carnegie.  No,  sir:  I  told  you  that  I  had  no  knowledge,  and 
I  speak  only  from  the  iniormation  I  derive  from  the  chance  remarks 
of  men  who,  I  think,  do  know.    I  have  no  personal  knowledge,  and 
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especially  have  I  no  knowledge  how  much  more  ore  can  possibly  be 
found*  1  hope  there  will  be  more ;  but  the  party  of  capitalitsts  who 
went  into  a  steel  business  expecting  that  they  would  find  new  ore 
would,  in  my  opinion,  be  a  very  rash  body  of  men. 

Mr.  YouKG.  jDo  you  know  anything  about  the  extent  of  the  ore 
bodies  in  Cuba) 

Mr.  Carneoib.  Yes,  sir;  I  just  heard  of  'that  recently.  Great 
bodies  of  ore  in  Cuba  have  been  discovered,  and  I  told  you  that  was  a 
great  feature  in  the  case. 

Mr.  Young.  Yes. 

Mr.  Carnegie.  If  the  expectations  of  the  people  who  have  ex- 
amined  that  property  are  fulfilled.  It  is  a  great  boon  to  this  coun- 
try, and  I  hope  that  ore  will  be  allowed  to  come  in  free. 

Mr.  Young.  The  Bethlehem  Co.  is  dependent  very  largely  for  its 
great  success,  is  it  not,  upon  the  Cuban  ores? 

Mr.  Cabnbgib.  I  should  say  quite.  I  should  say  it  is  quite  de- 
pendent upon  the  Cuban  ore. 

Mr.  Young.  Is  that  not  also  true  of  the  Pennsylvania  plants! 

Mr.  Cabnegu.  Yes,  sir. 

Mr.  Young.  And  are  there  not,  to  the  best  of  your  information, 
immense  bodies  of  ore  in  Cuba  which  are  not  owned  by  either  oi 
those  two  companies  to-day? 

Mr.  Cabneoib.  That  I  could  not  answer;  but  I  do  know  that  re- 
cently— ^this  is  only  within  a  week  or  two — ^most  sanguine  reports 
have  come  from  there,  and  I  have  been  rejoicing  that  there  is  a  field 
that  is  tributary  to  our  manufactories. 

Mr.  Young.  Is  not  this  true  also,  Mr.  Carnegie,  in  regard  to  ore; 
that,  with  improvements  in  the  furnaces,  improvements  in  methods 
of  manufacture,  we  constantly  find  ourselves  able  to  use  lower  grades 
of  ore  to  advantage  and  profit  than  we  thought  it  possible  to  use  a 
few  years  ago  ? 

Mr.  Cabnegie.  You  have  to  look  right  in  the  face  the  necessity 
for  using  lower  grade  ores.  But  it  is  against  all  economic  laws  that 
you  can  smelt  in  a  fumade  with  so  much  heat  minerals  yielding  40 
per  cent  iron  as  cheap  as  others  using  60  per  cent  iron,  l^ou  can  not 
smelt  them  as  cheaply. 

Mr.  Young.  Undoubtedly  that  is  true;  but  is  it  not  true,  Mr. 
Carnegie,  that  that  disadvantage,  during  the  last  20  years,  has  been 
very  largely  offset  by  improvements  in  the  furnaces  and  the  methods 
of  manufacture? 

Mr.  Carnegie.  Yes ;  but  there  i^  a  chemical  law  which^  requires 
so  much  heat  to  smelt  so  much  material.  And  the  chemical  laws 
have  never  been  changed.    [Laughter.] 

Mr.  Young.  I  do  not  doubt  that.    But  is  it  not  a  fact 

Mr.  Cahnbgib.  Now,  there  you  say :  "  Is  it  not  a  fact  ?  "  Do  you 
think  it  is  a  fact — what  you  are  going  to  ask  me  ? 

Mr.  Young.  Yes. 

Mr.  Garnbgib.  Please  ask  me  if  it  is,  in  my  opinion,  a  fact.  Other- 
wise I  have  to  put  myself  in  opposition  to  you  if  I  do  not  believe  it. 

Mr.  Young.  That  would  not  disturb  me,  and  I  am  sure  it  would 
not  disturb  you,  Mr.  Carnegie. 

Mr.  Carnegie.  You  go  too  far,  Mr.  Young.  I  assure  you  it  pains 
me  to  the  quick  to  differ  from  so  nice  a  gentleman  as  you  are. 
[Lankier.] 
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Mr.  YouNo.  That  is  very  kind,  but  it  does  not  give  me  the  in- 
formation. 

Mr.  Car:n£gie.  I  wanted  to  have  this  feeling  with  you  gentlemen: 
That  when  I  went  away  I  had  told  you  everything  and  put  you  on 
the  right  road  as  I  saw  it,  and  I  could  go  home  saying:  "Well,  I 
do  befieve  that  this  congressional  committee  are  lea  to  take  other 
views,  perhaps,  to  some  extent,  than  they  had  before,  and  to  think 
that,  after  all,  there  is  a  great  deal  in  what  Mr.  Carnegie  recom- 
mends." 

Mr.  Young.  I  have  no  doubt  of  that 

I  will  ask  you,  then,  whether  or  not  it  be  true  that  in  these  last 
three  or  four  years  the  ore  used  in  the  manufacture  of  steel  in  this 
country  is  of  considerably  lower  grade  than  that  used  16  years  agot 

Mr.  Carnegie.  Alas,  it  is  so. 

Mr.  Young.  Is  it  not  true,  also,  Mr.  Carnegie,  that  notwithstand- 
ing that  fact,  taking  long  periods  of  time,  and  not  each  year^  the 
course  of  steel  prices  has  been  downward  for  a  long  period  of  tmiet 
I  do  not  mean  that  there  has  been  no  fluctuation,  but  that  the  course 
has  been  downward ;  in  other  words,  that  this  disadvanta^  in  regard 
to  the  ore  has  been  overcome  by  economies  in  other  directions? 

Mr.  Carnegie.  And  improvements. 

Mr.  Young.  Yes. 

Mr.  Carnegie.  Undoubtedly  invention  and  experience  have  en- 
abled the  manufacturer  in  large  part  to  recoup  the  extra  expense  of 
smelting  leaner  ore.    I  think  that  is  undoubtedly  the  case. 

Mr.  Young.  And  is  it  not  your  judgment,  Mr.  Carnegie,  that  for 
a  good  while  that  process  will  go  on  ? 

Mr.  Carnegie.  There  is  a  fundamental  scientific  fact,  you  know, 
that  so  much  heat  is  required  to  smelt. 

Mr.  Young.  That  was  always  true. 

Mr.  Carnegie.  Yes ;  and  you  can  not  reduce  that. 

Mr.  Young.  No.    That  is  an  adverse  factor  to  meet.    I  admit  that 

Mr.  Carnegie.  You  must  not  expect  to  overcome  that  law  of  na- 
ture, as  we  call  it. 

With  that  exception,  I  am  not  going  to  say  that  remarkable  dis- 
coveries will  not  be  made,  and  inventions,  new  processes.  I  believe 
the  world  is  marching  always  to  better  methods  and  modes;  but  we 
have  made  such  great  improvements  in  the  last  10  or  15  or  20  years 
that  sometimes  I  wonder  whether  we  must  not  be  pretty  near  the  end 
in  that  direction.  Still  I  am  sanguine  that  some  new  processes  may 
come  in  the  future* 

Mr.  Young.  If  we  could  so  improve  our  methods,  adopt  such 
economies  in  transportation  and  otherwise  as  would  make  it  prac- 
ticable to  use  ores  from  the  Liake  Superior  district,  which  as  mined, 
unsorted,  would  run  from  35  to  40  per  cent  only  in  iron,  that  would 
add  tremendously,  would  it  not,  to  the  bodies  or  ores  in  existence  ? 

Mr.  Carnegie.  Not  to  the  ores  that  now  exist 

Mr.  Young.  I  mean  those  that  it  would  be  practicable  to  use. 

Mr.  Carnegie.  Those  that  it  would  be  practicable  to  work — cer- 
tainly it  would.  In  England  thev  have  shown  that.  They  are  work- 
ing the  ore  that  yields  very  much  less  than  ours.  Still  it  costs  them 
more  money. 

Mr.  Young.  Are  you  familiar  witb  the  report  made  to  the  Geo- 
logical Bureau  on  Lake  Superior  ores,  in  which  they  estimate  in  the 
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Lake  Superior  district  there  are  at  least  76,000,000,000  tons  of  ore 
niimiiig^35  per  cent  iron  and  upward? 

Mr.  Cabkegie.  No  ;  I  do  not  Know  that  report. 

Mr.  Young.  There  is  such  a  report  made  by  Prof.  Hayes,  who 
certainly  is  as  competent  as  anybody.    It  is  an  estimate,  of  course. 

Mr.  Cabnegie.  Yes.    Actually  discovered? 

Mr.  Young,  Actually  discovered. 

Mr.  Cabnegie.  Then  we  will  have  to  come  to  35  per  cent  ore. 

Mr.  Young.  In  time? 

Mr.  Cabnegie.  Oh,  imdoubtedly. 

Mr.  Young.  But  is  not  this  one  thing  that  we  have  to  look  to — 
I  do  not  say  positively  35  per  cent  ore — but  that  it  is  going  to  be 
entirely  practicable  to  use  a  lower  grade  of  ore  in  the  future  than 
we  have  oeen  using  in  the  past  and  still  have  a  profitable  business? 

Mr.  Carnegie.  Of  course  these  ores  will  not  be  smelted  unless  the 
owners  can  have  a  profit. 

Mr.  Young.  Certainly. 

Mr.  Cabnegie.  Always  remember  this,  that  without  profit  you  have 
no  rails,  you  have  no  steel ;  there  must  be  a  profit. 

Mr.  Young.  Certainly. 

Mr.  Cabnegie.  That  is  the  reason  in  the  tariff  bill  that  there  is  a 
mistake  there  that  I  have  been  pointing  out.  This  is  important  in 
the  tariff  bill.    You  will  have  to  deal  with  it  directly. 

Mr.  Babtlett.  What  is  that  ? 

Mr.  Cabnegie.  The  Bepublican  platform  said  that  the  difference 
would  be  in  the  cost  of  labor. 

Mr.  Babtlett.  In  the  cost  of  production. 

Mr.  Cabnegie.  llie  cost  of  production,  yes ;  and  a  fair  profit. 

Mr.  BABTE^rr.  A  fair  Pfofi^  to  the  manufacturer  ? 

Mr.  Cabnegie.  Yes.  That  was  construed  to  mean  that  that  was 
against  the  foreign  manufacturer.  That  is  a  mistake.  The  Ameri- 
can manufacturer  could  not  possibly  j^t  the  difference  in  the  duty 
and  a  fi^ir  profit  over  the  other  manufacturer  in  other  countries,  be- 
cause if  he  did  not  get  a  fair  profit  he  would  not  manufacture. 

Mr.  Babtlett.  No. 

Mr.  Young.  Let  us  get  back  to  this  question  of  the  ore  supply  for 
a  minute. 

When  you  made  the  statement  this  morning  that  it  would  be  im- 
practicable for  a  new  corporation  in  the  st^l  business,  because  it 
could  not  get  ore,  ^at  was  not  based  on  any  actual  knowledge  of  the 
sapplies  of  ore  as  available  in  this  countir  for  a  new  concern,  but 
upon  fleneral  rumors  you  had  heard  and  m>m  general  observations 
made  by  gentlemen  in  the  iron  and  steel  business?  ^ 

Mr.  Cabnegie.  With  this  proviso:  I  was  speaking  of  to-day — of 
parties  starting  in  the  business  to-day. 
!        Mr.  Young.  Yes;   and  yet  you  say  you  have  no  idea  of  the  ore 
1     owned  to-day? 

Mr.  Cabnegie.  But  I  do  not  think  you  can  get  a  body  of  wise 
capitalists  to  go  in  to-day  and  agree  to  transport  and  smelt  36  per 

cent  ore. 

Mr.  Young.  I  am  not  talikng  of  that  ore  to-day. 

Mr.  Cabnbgib.  But  that  is  the  point. 

Mr.  Young.  I  am  talking  of  the  ore  which  is  owned  to-day  by  mer- 
chant miners,  which  is  merchantable  to-day. 
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Mr.  Cahkbgbil  Ah,  thai  is  another  thing. 

Mr.  Young.  Yes. 

Mr.  Carxegib.  To  the  extent  that  merchant  owners  have  ore,  I 
believe  they  are  finding  a  market  to-day,  are  they  not  t 

Mr.  Yotmo.  They  are  not  mining  any  more  than  they  are  finding  a 
market  for.  •  They  could  mine  double,  tareble,  quadruple  the  amount 
'•f  there  was  a  maA:et  for  it. 

Mr.  Cabneghs.  Then  they  would  exhaust  the  supply  so  much  sooner? 

Mr.  YouNO.  Undoubtedly. 

Mr.  Carnegie.  Taking  all  these  &cts  into  consideraticm,  I  think 
that  a  body  of  wise  capitalists  would  hesitate  to  build  new  steel 
works  to-day  without  owning  their  ore? 

Mr.  Young.  That  is  true ;  out  I  hope  you  are  not  losing  that  op- 
timism which  gives  you  faith  in  the  future  of  this  country  and  its 
natural  resources,  Mr,  Carnegie  ? 

Mr.  Carnegie.  I  never  lost  faith  yet  in  the  land  of  ^  triumphant 
democracy '' ;  but  I  know  this,  that  the  ore  question  is  becoming  one 
when  we  have  to  go  to  S5  per  cent  ore. 

Mr.  Young.  We  do  not,  as  yet. 

Mr.  Carnegie.  No ;  you  do  not  vet.  I  would  like  to  see  the  body 
of  capitalists  that  would  come  forward  to-day  and  go  into  steel 
without  knowing  their  ore. 

Mr.  Young.  Very  true. 

But  my  point  is  that  there  are  large  bodies  of  ore  that  can  be 
bought  because  they  are  not  owned  by  parties  connected  with  any 
manufacturing  concerns  to-day.  The4  kn  into  many  miUions  o) 
dollars — ^hundreds  of  millions  of  dollars. 

Mr.  Carnegie.  You  are  quite  right;  but  I  think  the  price  these 
parties  would  ask  for  their  ore  would  be  a  very  serious  consideration 
there.         • 

Mr.  Young.  I  think  some  of  those  parties  who  own  that  ore  would 
be  glad  to  sell  it  very  reasonably.    Tnat  is  all. 

Mr.  Bartlett.  Mr.  Carnegie,  have  you  ever  inquired  or  thought 
about  how  much  people  could  be  benefited  in  the  preservation  of  the 
ores  by  the  Government  not  selling  in  fee  the  public  lands  it  owns 
which  contain  these  ores  ? 

Mr.  Carnegie.  You  mean,  the  policy  of  the  -Government  ? 

Mr.  Bartlett.  Have  you  made  any  data  with  reference  to  the 
conservation  policy  with  reference  to  ores?  Have  you  ever  given 
the  question  any  consideration  as  to  what  should  be  the  policy  of 
the  Govenmi^t  with  reference  to  selling  its  lands  whicn  oontain 
ores,  or  its  mineral  deposits ;  what  we  call  the  conservation  policy  ? 

Mr.  Carnegie.  Yes. 

Mr.  Bartlett.  You  have  given  that  scone  study? 

Mr.  Carnegie.  I  do  not  tnink  it  requires  much.  It  would  be  a 
splendid  thing  for  the  Government 

Mr.  Bartlett.  You  have  no  idea  how  much  ore  could  be  preserved 
by  the  Government  through  not  selling  in  fee  its  public  lands  that 
contain  ore? 

Mr.  Carnegie.  Your  point  is  that  a  party  building  and  establish- 
ing would  buy  ore  that  it  could  not  mine  ? 

Mr.  Bartlbtf.  No.    I  have  reference  to  the  governmental  policy. 

Mr.  Carnegie.  Suppose  they  leased.  Then  would  you  restrict  the 
purchaser  to  the  amount  he  would  mine  every  year  ? 
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Mr.  BABTunr.  I  was  asking  your  view  about  that. 

Mr.  Cabkegul  I  think  you  would  not  find  purchasers. 

Mr.  Bastutt.  You  would  not  find  pufchasers! 

Mr.  Cabneqie.  No,  sir ;  I  think  not. 

Mr.  Babtlett.  Tou  think,  then,  that  the  Government  should  sell 
in  fee  those  lands  instead  of  leasing  them  ? 

Mr.  Cabnegie.  I  think  parties  spendins  ten  or  fifterai  millicm  dol- 
lars in  the  structures  of  a  plant  that  woiud  become  perfectly  useless 
if  the  ore  were  not  siqpiplied  would  insist  on  having  a  right  to  mine 
all  that  they  wished  to  consume  in  their  works. 

Mr.  Babtlett.  One  other  question  with  reference  to  these  Cuban 
ores :  Have  you  anv  idea  who  owns  them  ? 

Mr.  Cabneoie.  No;  I  do  not  know.  Of  course,  the  Pennsylvania 
Steel  Co.,  at  Harrisbure,  is  a  large  owner,  and,  of  course,  Mr. 
Schwab — I  mean  the  Bethlehem  Steel  Co. — is  a  large  owner. 

Mr.  Babtlett.  Would  the  taking  off  of  the  tariff  on  our  ore^  mak- 
ing it  free,  benefit  this  country  in  reference  to  having  an  additional 
supply  of  ore? 

Mr.  Cabnbgie.  I  think  that  it  would  be  only  good  sense  to  take 
the  tariff  off  ore  and  let  the  manufacturer  have  it  as  cheap  as  he 
could  get  it.  Then,  with  the  Government  control  of  prices,  they 
would  get  a  fair  percentage  of  profit  on  the  capital  invested. 

Mr.  Babtlett.  Without  regard  to  the  interests  of  the  manufac- 
turer, would  that  delay  to  a  very  considerable  extent  the  time  in 
which  our  supplies  of  ores  would  be  exhausted  ? 

Mr.  Cabnegie.  Certainly,  it  would. 

Mr.  BABTLsrrr.  Then,  without  reference  to  the  policy  of  protection 
or  nonprotection  of  manufacturers,  you  would  thmk  that  the  admit- 
ting of  ores  from  other  countries  free  of  duty  would  be  the  proper 
policy  to  aid  in  the  conservation  of  our  present  supply  of  ores  ? 

Mr.  Cabnegie.  I  certainly  think  so. 

The  Chatbman.  Until  a  few  years  or  a  very  short  period  before 
the  formation  of  the  United  States  Steel  Corporation  there  were,  I 
believe,  three  kree  steel  companies  engaged  m  the  manufacture  of 
semifinished  products — the  National  Steel  Co.,  the  Federal  Steel 
Co.,  and  the  Carnegie  Steel  Co..  All  three  of  these  companies,  I 
believe,  were  holding  c<»npanie6, 1  believe.    Is  that  correct. 

Mr.  Cabmbqxb.  They  were  holdisie  companies. 

Mr.  Bbbd.  Is  that  a  question  of  Mr.  Carnegie  as  to  whether  there 
were  any  otiber  manufacturers  of  semifinished  products? 

The  Chaibhan.  No. 

Mr.  Cabnbsie^  Those  three  were? 

The  Chaibman.  There  were  these  three  large  holding  companies, 
-engaged  in  the  manufacture  of  semifinished  products? 

Sir.  Cabnbgib.  What  do  you  call  semifinished  products  ? 

Mr.  IbBED,  Sr.  Billets. 

Mr.  Cabheqie.  We  did  not  sell  billets. 

The  Chaxbiaan.  By  that  I  mean  the  products  of  steel  which  were 
sold,  which  were  marketable  commodities  in  your  hands,  but  which 
were  raw  materials  to  the  concern  which  took  them  in  that  shape  and 
manufactured  them  to  a  still  hi^er  degree. 

Mr.  Cabnegie.  We  sold  billets.  Judge  Iteed  says ;  and  skelp,  and  so 
on.    I  do  not  know  to  what  extent. 
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The  Chaibman.  I  will  explain  my  meaning  more  fully,  Mr. 
Camera. 

For  instance,  in  the  Carnegie  Ca  yon  had  your  blast  furnaces  { 

Mr.  Carnegie.  Yes. 

The  Chaibman.  You  sold  pig  iron,  did  you  not? 

Mr.  Carnegie.  No.    We  used  our  pig  iron. 

The  Chairman.  You  did  not  sell  pig  iron  at  all? 

Mr.  Carnegie.  No  ;  I  do  not  think  we  ever  did. 

The  Chairman.  The  pig  iron  or  the  hot  metal,  usually  spoken  of 
as  pig  iron,  you  conveyed  m  ladles  to  your  furnaces? 

Mr.  Carnegie.  Yes. 

The  Chairman.  And  from  that  iron  you  made  steel? 

Mr.  Carnegie.  Yes. 

The  Chairman.  Did  you  sell  steel  billets? 

Mr.  Carnegie.  Yes ;  I  think  we  sold  steel  billets. 

The  Chairman.  Those  billets  were  purchased  by  tube  companies 
or  by  companies  making  rails  or  by  companies  making  any  number 
of  things  and  made  into  finished  products,  were  they  not? 

Mr.  Carnegie.  Yes;  I  think  that  was  rather  in  the  early  days, 
was  it  not? 

The  Chairman.  Until  a  few  years  before  the  formation  of  the 
United  States  Steel  Corporation. 

You  did  not  sell  steel  ingots,  for  instance? 

Mr.  Carnegie.  No. 

The  Chairman.  You  manufactured  them  immediately? 

Mr.  Carnegie.  Yes. 

The  Chairman.  You  sold  billets  and  you  sold  sheet  and  tin  plate 
bars,  did  you  not? 

Mr.  Carnegie.  It  was  such  a  small  part  of  our  business  that  I 
never  went  into  that  very  much. 

The  Chairman.  Did  you  not  sell  millions  of  tons  of  billets  to  such 
companies  as  the  Shelby  Steel  Tube  Co.  ? 

Mr.  Carnegie.  We  sold  billets;  but  millions  of  tons?  No;  that 
is  far  beyond  anything  that  I  know  of.  I  do  not  pretend  to  know 
what  the  amount  was  that  we  sold.  But,  in  answer  ta  your  question, 
yes ;  we  sold  billets. 

The  Chairman.  Did  not  the  concerns  which  afterwards  formed 
the  American  Steel  &  Wire  Co.,  until  a  few  years  before  the  forma- 
tion of  the  United  States  Steel  Corporation,  buy  their  raw  material, 
as  a  rule,  from  the  Federal  Steel  Co.,  the  Carnegie  Steel  Co.,  or  the 
National  Steel  Co.  ? 

Mr.  Carnegie.  I  have  no  doubt  they  bought  billets.  I  should 
think  they  would  scarcelv  buy  billets  m>m  us  in  Pittsburgh  when 
th^  had  the  Chicago  mills  so  near. 

The  Chairman.  These  finishing  mills,  like  the  American  Steel  & 
Wire  Co^  the  National  Tube  Co.,  the  American  Sheet  &  Tin  Plate 
Co.,  the  Shelby  Steel  Tube  Co.,  and  other  like  concerns,  hundreds  of 
others,  nail  mills,  and  the  like,  as  a  rule,  bought  their  raw  matmals 
from  these  large  companies  making  the  semifinished  products,  and 
then  carried  them  still  further  in  the  state  of  manufacture  toward 
the  highly  fini^ed  product;  is  not  that  true? 

Mr.  Carnegie.  Quite  so. 
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The  Chairman.  You  remember  when  the  American  Steel  &  Wire 
Co.  was  formed,  do  you  not? 

Mr.  Reed,  Sr.  Give  the  year. 

Mr.  Seed.  1899,  was  it  not  ? 

The  Chairman.  1889,  I  believe. 

Do  you  remember  when  the  National  Tube  Co.  was  formed  and 
when  the  American  Sheet  &  Tin  Plate  Co.  was  formed,  Mr.  Carnegie  t 

Mr.  Carnegie.  No.  • 

The  Chairman.  They  were  all  formed  between  1897, 1  believe,  and 
1900.    Is  that  right? 

Mr.  Seed,  Sr.  x  es. 

The  Chairman.  I  do  not  carry  any  figures  in  my  mind. 

I  see  that  Mr.  Herbert  Knox  Smith,  in  his  report  on  the  steel  in- 
dustry, makes  this  statement,  after  a  resume  and  report  of  these 
various  finishing  concerns  and  their  formation  into  uirge  holding 
companies: 

Immediately,  however,  came  the  next  step- 
That  is,  after  the  formation  of  the  American  Sheet  &  Tin  Plate  Co. 
and  the  American  Steel  &  Wire  Co.,  and  the  others — 

Immediately,  however,  came  the  next  step.  These  great  concerns  almost 
simultaneously  began  the  final  linking  up  of  the  chain  of  production.  Once 
l>eg:un  by  one  concern,  others  followed  in  self-defense.  The  "  secondary  "  com- 
imnies  began  to  reach  back,  acquiring  ore  reserves  and  crude  «teel  plants. 
For  example,  in  1900,  the  Steel  &  Wire  Co.,  whose  supply  of  materials  had  pre- 
viously been  purchased  mainly  from  the  Carnegie  or  the  Federal  Co.,  planned 
to  make  its  own  steel ;  likewise  the  National  Tube  Go.  The  "  primary  *'  con- 
cerns, finding  these,  their  chief  customers,  turning  into  rivals,  retaliated  by 
reaching  forward  to  the  manufacture  of  finished  products. 

Paramount  in  importance  was  the  ore.  The  recognition  of  that  importance 
came  strangely  late,  but,  once  recognlased,  it  became  an  axiom  that  no  large 
concern  could  stay  in  the  business  unless  fortified  by  its  own  ore  reservea  By 
1900  the  bulk  of  the  Lake  ores  was  in  the  hands  of  less  than  a  dozen  compa- 
nies, with  a  similar  concentration  in  coking  coal. 

Snch  efforts  on  the  part  of  these  great  concerns,  in  striving  each  to  **  integrate," 
to  make  itself  wholly  Independent,  threatened  to  result  in  a  great  and  sudden 
increase  and  duplication  of  the  steel  producing  and  finishing  capacity  of  the 
country,  and  to  involve  them  also  in  an  invasion  of  each  other's  business. 

Do  you  remember  when  that  transition  stage  was  occurring? 
Mr.  Cabnegie.  I  think  that  is  remarkably  well  described.    I  think 
that  gives  you  the  situation. 
The  Chairman*  I  think  so. 
Again,  quoting  from  page  18  of  Mr.  Smith's  report : 

Thus  there  was  suddenly  revealed  to  the  industry  what  the  trade  press  at  the 
time  called  ''the  Impending  struggle  of  the  giants,"  a  contest  between  great 
concerns  who,  under  such  circumstances,  might  be  forced  to  work  out  in  rig- 
orous competition  the  survival  of  the  fittest. 

Such  were  the  conditions  in  the  steel  industry  in  1900.  The  spark  that 
lighted  the  train  was  the  threat  of 'the  Carnegie  €k>.  to  erect  a  great  tube  plant 
near  develand,  thus  invading  the  field  of  finished  manufacture. 

I  read  that  word  "  threat "  because  it  is  so  written  here.  I  do  not 
mean  to  imply  that. 

Mr.  Cabnbgie.  I  quite  understand,  Mr.  Chairman. 

The  Chairicak.  I  do  not  mean  to  imply  that  you  made  any 
threat  I  would  rath^  be  inclined  to  believe  that  your  determina- 
tion to  build  this  great  tube  company  would  naturally  cause  some 
concern  to  your  competitors. 
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Mr.  Cabneoxb.  The  National  Tube  Co.  was  one  with  which  we 
had  an  agreement  They  bought  billets  irom  us,  and  they  made 
their  tubes.    They  were  at  McKeesport. 

Mr.  Reed.  Sr.  Their  main  plant  was  at  McKeesport,  and  they  had 
another  at  Kiverside^  near  Wheeling. 

Mr.  Oasdner.  There  were  some  10  tube  plants  of  the  National 
Tube  Co.? 

Mr.  Seed,  Sr.  They  have  about  eight,  I  believe. 

Mr.  Cabi^bgie.  May  I  confirm  an  unpression  from  the  Judge,  be- 
cause he  knows  and  I  do  not? 

The  Chaibman.  Certainly. 

Mr.  CABNEGns.  My  impression  is  that  the  National  Tube  Co.  had 
been  reorganized  and  put  upon  the  market,  had  it  not,  by  Mr. 
Moore? 

Mr.  Beed,  Sr.  The  National  Tube  Co.  has  nothing  to  do  with  Mr. 
Moore. 

Mr.  Cabnegie.  But  there  were  others.  What  had  the  National 
Tube  Co.  to  do  with  it? 

Mr.  Keed,  Sr.  Will  the  committee  permit  me  to  state? 

Mr.  Cabnegie.  I  do  not  know  how  these  steel  mills  were  situated, 
as  to  the  details. 

Mr.  Reed.  The  National  Tube  Co.  was  independent.  It  was  not 
aflSliated  with  any  concern.  The  National  Steel  Co.  was  Judge 
Moore's  concern,  that  supplied  the  raw  material  for  the  sheet  and 
tin  plate  and  steel  hoof  business. 

Mr.  Gabdneb.  The  National  Tube  Co.  was  regarded  as  one  of  the 
Morgan  group,  was  it  not? 

Mr.  TSlSed.  Yes. 

Mr.  Gabdneb.  The  National  Steel  Co.  was  regarded  as  one  of  the 
Moore  ffroup?  ^ 

Mr.  Cabnegie.  Why  was  it  regarded  as  one  of  the  Morgan  group — 
the  National  Tube  Co.? 

Mr.  Riaxy  Sr.  It  has  been  reorganized  and  financed  through  Mr. 
Morgan's  office. 

Mr.  Cabnegie.  Now  we  are  getting  at  it.  I  remember.  I  was 
afraid  to  state  it  until  it  was  confirmed.  The  National  Steel  Tube 
Co. 

The  Chaibman.  I  do  not  want  to  interrupt  you,  Mr.  Carnegie, 
but  I  think  you  can  answer  two  questions  at  once,  because  I  shall 
refresh  your  memory  still  further,  so  that  you  can  tell  me  about  the 
whole  transaction. 

Mr.  Cabnegie.  I  shall  be  delighted,  Mr.  Chairman. 

The  Chaibman.  I  asked  Mr.  Schwab  about  it. 

Mr.  Cabnegie.  What  do  you  want  to  ask  me  about  it  for,  if  you 
asked  Schwab?  [Laughter.]  Let  me  see  what  Schwab  saia,  and  I 
will  know  what  was  done.    It  will  refresh  my  memory  at  once. 

The  Chaibman.  All  right.    He  did  not  remember  it  until  I  called 
it  to  his  attention,  and  then  he  said  he  did  remember  it 
*    I  read  now  from  the  minutes  of  the  National  Tube  Co.,  from  Janu- 
ary 15, 1901,  to  date,  containing  all  minutes  of  the  said  company : 

Mr.  Converse  said  tliat  there  were  rumors  that  tlie  Oamegie  Co.  Is  abeot  to 
instaU  and  operate  a  tube  works,  with  a  capacity  of  280,000  tons  per  ananm. 

Mr.  Cabnegie.  That  is  from  the  minutes? 
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The  Chaikmak.  Yes.  This  is  from  the  minutes  of  the  National 
Tube  Co.,  and  sAiows  what  they  were  thinking  about  what  you  were 
doing: 

Mr.  Converse  sa!d  that  there  were  rumors  that  the  Carnegie  Co.  is  about  to 
Install  and  operate  a  tubne  works,  with  a  capacity  of  280,000  tons  per  annum. 

DnHng  the  13  months  this  corporation  has  run  there  has  never  been  a  time 
when  they  could  not  have  manufactured  to  advantage  and  profit  material  in 
competition  with  nearly  all  of  the*  numerous  industrial  groups,  including  the 
Carnegie  Co.,  but  the  policy  of  the  management  so  far  has  been  that,  except 
forced  by  self-protection,  this  company  would  not  displace  a  ton  of  its  neigh- 
bor's product  by  entering  any  other  lines  than  striet  tubular  worksi  It  baa 
rigidly  confined  itself  to  this  principle  up  to  this  time.  The  Carnegie  Co.  is  now 
enjoying  trade  in  plates  on  ships  at  the  rate  of  about  150,000  tons  per  annum 
with  the  National  Transit  Co.,  a  department  of  the  Standard  Oil  Co. 

This  is  more  than  equal  to  any  tonnage  which  the  Camc^e  Co.  has  ever 
made  for  tubular  purposes.  From  this  it  will  be  seen  that  the  Carnegie  Co. 
intereeta  have  beai  protected  through  the  care  and  friendliness  of  the  Standard 
Oil  and  national  companies,  and  under  the  full  belief,  warranted  by  the  facts, 
statements,  and  circumstances,  that  such  an  arrangement  would  fully  satisfy  the 
Carnegie  Co.  in  their  ample  demand  for  their  full  measure  of  steel  tonnngc  for 
conversion  into  tubular  products.  In  all  of  the  arrangements  between  the  Na- 
tional Steel,  Republic,  American  Sheet  Steel  &  Plate,  and  others  of  the  indus- 
trial steel  groups  it  has  been  the  unwritten  law  thnt  each  group  should  confine 
itself  to  the  fabrication  of  its  own  specialties  and  should  voluntarily  refrain 
from  using  constant  surplus  of  mtaerial  by  the  production  of  the  special  product 
of  its  neighbora  If  this  unwritten  law  is  to  be  ruthlessly  disregarded  by  the 
Carnegie  Co^  it  will,  of  course,  have  a  broader  signiiicance  than  the  mere  com- 
petition with  our  own  products. 

Mr.  Reed,  Sr.  What  did  Mr.  Schwab  say  to  that? 

The  Chauouln.  I  asked  him,  "  Did  you  know  that  ?  "  and  he  re- 
plied, "  I  never  heard  of  it."  Mr.  Schwab  said  he  knew  nothing 
about  it. 

I  am  asking  you,  Mr.  Carnegie,  if  you  remember  at  that  time  this 
protest  of  the  tube  company  against  your  constructing  that  mill  at 
C<mneaut  ? 

Mr.  Cabnegie.  I  never  heard  a  word  of  it.  If  Schwab  tells  you  that 
he  was  ignorant  of  it,  I  can  not  account  for  its  being  in  circulation. 

The^  Chaibman.  That  was  on  the  minutes  of  this  tube  company. 
That  is  what  they  did  think  about  it.  Why  was  it,  do  you  know, 
that  they  were  protestinff  so  vigorously  against  your  constructing 
those  tube  works  f  Could  they  not  malce  tubes  just  as  cheap  as  you 
could  with  that  mill ! 

Mr.  Cariobgix.  You  must  ask  somebody  else  than  me,  Mr.  Chair- 
man. I  can  not  conceive  of  it.  All  of  this  is  new  to  me.  I  never 
heard  of  it  before. 

The  broad  way  that  I  understood  the  thing  was  this:  We  furnished 
tubes  for  the  National  l\ibe  Co.  and  they  finished  them;  but  they 
resolved  to  ereot  blast  furnaces.  This  is  the  story  as  a  remember  it : 
They  went  on  to  erect  Uieir  blast  furnaces.  Then,  of  course,  they 
were  able  to  make  their  own  material,  billets,  etc.  That  is  how  they 
left  us. 

The  Chairman.  You  say,  "  That  is  how  they  left  us."  You  mean 
they  kft  you  without  a  customer  ? 

Mr.  Cabnsgib.  Yes.  They  were  not  satisfied  with  manufacturing 
the  bilelts  into  tubes.    They  wanted  to  make  the  whole  thing  through. 

The  Chairman.  I  see. 

Mr.  Carnbqib.  We  had  been  looking  for  a  site  where  we  could  put 
additional  works,  where  we  could  extend;  and  it  did  not  require 
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much  consideration  to  let  us  see  that  if  we,  having  that  Conneaut 
Harbor,  put  a  modem  steel  plant  there,  the  ore  woula  come  there  and 
be  dumped  from  the  boat  right  in  the  furnace  yard.  Ai^d  Mr. 
Schwab  drew  plans.  The  mill  was  1,100  feet  long,  and  the  ore  stood 
there,  and  the  coke  was  brought  up  from  our  own  mines  in  the  cars 
which  had  taken  the  ore  down  to  our  mills,  and  which  would  other- 
wise have  returned  empty;  and  there  ve  stood,  with  the  raw  material 
there,  and  the  finished  tubes  would  come  out  here  [indicatingj,  with 
all  new,  modern  machinery,  no  men  hardly,  all  rolls  conveying  the 
masses  without  hand  labor,  and  all  that 

Mr.  Schwab  showed  me  that  plan,  just  as  he  did  the  plan  for  the 
^reat  plant  for  the  open-hearth  furnaces  at  Homestead,  and  I  said : 
"Schwab,  what  difference  can  you  make?"  And  he  said,  "Mr. 
Carnegie,  not  less  than  $10  a  ton.'' 

Of  course,  you  must  remember  that  the  tube  works  were  very  old, 
and  had  been  running  for  a  long  while,  and  this  project  of  our  was 
a  total  departure.    So  he  said :  '^A  difference  of  $10  a  ton." 

When  tne  National  Tube  Co.  left  us  and  began  to  build  furnaces 
for  themselves,  then  we  decided  Ihat  we  would  build  at  Conneaut. 

That  was  one  reason.  That  was  not  the  whole  reason.  I  had  a 
great  desire  to  set  into  the  manufacture  of  steel  cars,  because  I  saw 
that  they  were  Dound  to  supersede  wooden  cars,  just  as  I  saw  that 
iron  bridges  were  bound  to  succeed  wooden  bridges. 

That  was  the  situation.  That  is  all  I  know  of  our  relations  to  the 
National  Tube  Co. 

The  Chairman.  You  were  in  a  position  to  make  them  for  $10  a 
ton  less  than  your  competitors? 

Mr.  Carnegie.  Yes.  And  I  have  talked  to  Schwab  since  about 
it,  and  he  said:  "Yes.  I  could  have  fulfilled  my  estimate  tiiere 
easily." 

The  Chairman.  I  find  here  in  this  report  of  Herbert  Knox  Smith : 
"  Mr.  Carnegie's  personal  view  of  the  situation." 

That  is  the  tube  situation. 

Mr.  Carnegie's  personal  view  of  the  situation  may  be  authoritatively  stated  as 
follows : 

The  National  Tube  Go.  formerly  obtained  ita  steel  billets  from  the  Carnegie 
Co.,  but  decided  to  erect  blast  furnaces  and  mUls  to  supply  Itself.  Naturally, 
the  Carnegie  Co.  then  announced  that  it  would  be  forced  to  erect  mills  to  finish 
its  own  products  into  tubes. 

The  intention  of  the  Carnegie  interests  to  extend  their  manufacture  of 
finished  lines  had,  indeed,  been  contemplated  for  some  time.  In  an  interview 
in  the  London  Iron  and  Steel  Trades  Review,  of  May  12,  1899,  Mr.  Carnegie 
was  quoted  as  saying : 

This  is  from  the  New  York  Evening  Post,  January  21, 1901. 

Yes,  we  have  been  erecting  several  new  departments,  including  what  I 
believe  will  be  the  largest  axle  factory  in  the  world.  Why,  it  may  be  aslaed, 
should  steel  maimers  make  plates  for  other  firms  to  work  up  into  boUers  when 
they  can  manufacture  the  boilers  themselves ;  or  beams  and  girders  for  bridges 
when  they  can  turn  out  and  build  up  the  completed  article;  or  plates  for 
pipes  when  they  can  make  the  pipes? 

I  think  the  next  step  to  be  taken  by  steel  makers  will  be  to  furnish  Ihiicihed 
articles  ready  for  use.  In  the  future  the  most  successful  firms  will  be  those 
that  go  the  furthest  in  this  direction. 

Mr.  Carnegie.  That  prophecy  has  conxe  true. 
Mr.  Gardner.  I  want  to  ask  Mr.  Carnegie  a  question,  if  I  may, 
Mr.  Chairman. 
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The  Chairmak.  Certainly. 

Mr.  Gabdner.  In  this  Conneaut  plant  you  proposed  to  smelt  the 
iron  and  carry  it  through? 

Mr.  CAKNEGns.  Oh,  yes ;  we  proposed  to  have  great  blast  furnaces 
of  the  most  approved  style. 

Mr.  Oardneb.  You  were  going  to  take  the  iron  ore  right  oflf  the 
Lakes  and  turn  it  into  tubes  and  material  for  steel  cars? 

Mr.  Cabneoie.  And  listen:  We  had  to  take  ore  down  to  Pitts- 
burgh— 150  miles. 

Mr.  Gabdner.  Yes. 

Mr.  Carnegie.  The  ore  would  be  there  at  Conneaut,  coming  right 
off  the  Lakes.  The  cars  would  be  coming  back  empty  from  Pitts- 
burgh, and  there  are  our  coke  works,  and  we  woula  load  our  coke 
into  those  empty  cars  and  take  that  fuel  to  Conneaut,  and  the  differ- 
ence between  the  cost  of  hauling  that  coke  to  Conneaut  and  hauling 
the  empty  cars  back  would  be  only  a  cent  or  two  per  ton;  the  di^ 
ferenoe  between  a  loaded  train  of  ore  going  down  and  an  empty  train 
of  cars  coming  back  for  train  service  is  only  1  cent.  It  costs  11 
cents  for  train  service  coming  down  and  12  cents  for  the  loaded 
cars  going  up.  We  would  have  had  that  tremendous  advantage 
there.  I  wonder  that  the  steel  company,  instead  of  going  to  Gary — 
this  is  my  private  opinion,  not  to  be  publicly  spread ;  this  is  confi- 
dential [laughter] — ^1  wonder  that  instead  of  goinc  to  Gary  they  did 
not  do  what  we  proposed.  If  they  had  spent  half  the  money  at 
Conneaut,  according  to  our  plans,  instead  of  spending  double  at 
Gary,  the  steel  stock  would  have  been  worth  more  than  it  is  to-day. 
[Laughter.] 

Mr.  Gardner.  Let  me  understand  what  you  just  said  about  train 
service. 

Under  the  old  system  it  cost  you  12  cents  for  hauling  the  ore — 
just  for  the  car  service  ? 

Mr.  Carnegie.  For  the  train  service — the  locomotive,  engineer, 
and  so  on. 

Mr.  Gardner.  The  actual  cost  of  running  the  train,  without  re- 
spect to  the  cost  of  the  roadbed  or  interest  on  your  money,  and  aU 
that,  but  just  the  train  service  ? 

Mr.  Carnegie.  Yes. 

Mr.  Gardner.  It  cost  you  12  cents  a  ton  from  Conneaut  to  Pitts- 
burgh, and  11  cents  a  ton  to  haul  back  the  empty  cars? 

Mr.  Carnegie.  No 

Mr.  Reed,  Sr.  This  was  all  prophetic. 

Mr.  Carnegie.  They  were  all  loaded  cars. 

Mr.  Gardner.  In  your  proposition ;  yes.  But  before  you  thought 
of  Conneaut,  then  you  had  to  haul  your  ore  down  from  Lake  Superior 
to  Pittsburgh  at  a  train-service  cost  of  12  cents  a  ton  9 

Mr.  Carnegie.  That  is  what  I  was  told. 

Mr.  Eeed.  From  Lake  Erie  to  Pittsburgh  ? 

Mr.  Gardner.  From  Lake  Erie  to  Pittsburgh;  yes,  I  should  say. 
And  hauling  back  the  empty  cars  cost  you  11  cents  a  ton  over  the 
same  router 

Mr.  Carnegie.  Yes. 

Mr.  Gardner.  If  you  built  your  plant  at  Conneaut,  it  meant  this: 
That  your  ore  would  be  landed  at  Conneaut  and  would  be  converted 
into  irteel  at  Conneaut,  instead  of  going  all  the  way  down  to  Pitts- 
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burgh.    Meanwhile,  you  would  be  getting;  jrour  coke  from  an  inter- 
xneoiate  point,  to  wit,  Tiorain  ? 

Mr.  Reed.  No;  from  Connellsville. 

Mr.  Cabnegie.  FrcMn  our  own  coke  ovens ;  from  the  Frick  Coke  Co. 

Mr.  Gardner.  From  the  H.  C.  Frick  Coke  Co.  at  Pittsburgh? 

Mr.  Beed.  Connellsville. 

Mr.  Carnegie.  At  Ccxmellsville,  which  is  in  the  Pittsburgh  reffion. 

Mr.  Gardner.  You  would  be  getting  your  coke  in  trains  whiSi  in 
their  northward  trip  would  be  full,  and  on  their  southbound  trip 
would  be  empty  ? 

Mr.  Carnegie.  Let  me  explain. 

We  had  a  great  many  blast  furnaces  at  Pittsburgh,  to  which  we 
had  to  take  ore,  you  understand  ? 

Mr.  Gardner.  I  see.  So  that  you  would  have  a  full  trip  for  the 
cars  both  ways? 

Mr.  Carnegie.  Yes.    We  balanced  the  coke  and  the  ore. 

Mr.  Gardner.  I  see  the  idea.  You  would  haul  your  coke  north  to 
Conneaut,  and  you  would  haul  your  ore  for  vcur  blast  furnaces  to 
Pittsburgh  ? 

Mr.  Carnegie.  Yes;  and  therefore  the  coke  for  Conneaut  would 
cost  us  nothing,  practically,  for  hauling. 

Mr.  Gardner.  I  get  the  idea  exactly.  The  transportation  of  it  was 
so  much  clear  gain,  because  you  had  to  pay  11  cents,  anjrway,  foe 
those  cars  to  return.    Is  that  the  idea? 

Mr.  Carnegie.  Yes.  And  therefore  we  saved  86  mitch.  We  ffOt 
our  coke  delivered  at  Conneaut  for  11  cents,  and  we  sot  our  ore  de- 
livered at  Conneaut  a  great  deal  cheaper  than  at  PittsDi^rgh. 

Mr.  Gardner.  I  see.  You  had  a  rull  trainload  coming  back,  in- 
stead of  having  an  empty  train  coming  back,  for  which  you  would 
have  had  to  pay  11  cents,  anyway? 

Mr.  Carnegie.  My  dear  sir,  the  railroad  had  to  be  mnintained, 
whether  the  cars  were  going  up  empty  or  not.  Do  you  ger  that  point, 
Mr.  Chairman? 

The  Chairman.  All  of  them,  and  then  some. 

Mr.  Gardner.  I  thing  I  understand  that;  but  I  do  not  think  you 
understand  my  question  that  I  asked  you  a  while  ago.  I  think  your 
counsel  will  explain. 

The  Chairman.  As  I  understand,  your  road  had  to  be  main- 
tained ? 

Mr.  Carnegie.  Certainly. 

The  Chairman.  The  same  number  of  cars  had  to  be  run  ? 

Mr.  Carnegie.  Certainly. 

The  Chairman.  You  had  in  each  train  a  certain  number  of  empty 
cars,  and  the  only  real  additional  cost,  then,  was  the  train  service  for 
moving  these  empty  cars  along  with  the  other  cars  that  carried  ordi* 
nary  freight.    Is  that  it? 

Mr.  Carnegie.  It  was  all  clear  profit.^  The  railroad  expenditures, 
the  interest,  the  deterioration  of  the  railroad,  and  all  that  was  the 
same.  But  if  you  hauled  an  empty  train  north  to  Conneaut  it  cost 
yon  for  service  11  cents,  because  the  locomotives  used  a  little  less  fuel 
hauling  empty  cars  down  than  it  did  hauling  loaded  cars  up. 

The  Chairman.  I  see.  At  that  point,  realizing  these  great  advan- 
tages, you  did  Qot  talk  about  that?  That  was  not  generally  known, 
was  \t\ 
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Mr.  Cabneqis.  We  did  not  publish  it  in  the  newspapers. 
[Laugh  ter.] 

The  CwATBMAN.  It  was  not  possible  that  Mr.  Morgan  or  any  of 
these  people  who  owned  the  steel  corporation  ever  knew  that  you 
had  these  Dig  advantages,  and  that  you  had  already  got  a  site  for  mat 
plant,  was  it? 

Mr.  Cabneqie.  I  would  not  say  what  they  knew. 
The  Chatbman.  Was  anything  ever  said  about  this  great  steel 
plsjit  that  you  were  going  to  build  and  the  tremendous  advantages 
you  had? 

Mr.  Cabnegie.  We  bought  the  land,  and  that  was  known. 
The  Chaibman.  And  you  knew  what  you  were  going  to  do? 
Mr.  Cabnegie.  Yes;  indeed  we  did.    [Laughter.] 
The  Chaibmax.  There  has  been  some  intimation  that,  even  with 
your  sanguine  temperament,  and  your  long  experience,  that  the 
Carne^e  works,  like  Napoleon  at  Waterloo,  were  face  to  face  with 
a  combination  so  extensive,  manned  by  men  so  experienced,  and  sus- 
tained by  resources  so  tremendous,  with  Judge  Gary,  for  instance,  in 
the  Federal  Steel  Co.,  with  Mr.  Gates  in  the  Steel  &  Wire  Co.,  and 
with  Mr.  Morgan  as  godfather  and  titular  head,  that  with  their 
organization  outside  of  the  Came^e  Co.  possessed  sufficient  power 
to  have  made  it  no  longer  interesting  for  you  to  have  continued  in 
the  steel  business;  and  that  perhaps  you  escaped  destructive  competi- 
tion by  retiring  from  the  field. 

Was  it  possible  for  the  Caniegie  Co.  to  have  met  these  combined 
forces  ? 

Mr.  Cabnegie.  Nonsense.  [Laughter.]  Why  did  Morgan  send 
word  to  me  Uiat  he  would  like  to  buy  me  out? 

The  Chaibman.  I  understand  that  he  was  uneasy  about  the  con- 
dition of  your  health,  and  save  that  as  a  reason. 
Mr.  Cabnegie.  I  was  still  able  to  take  sustenance.    [Laughter.] 
Mr.  Babtlbtt.  And  you  were  able  to  take  notice,  too,  I  think. 
Mr.  Cabnegie.  There  is  a  different  story  than  that.    But  do  not 
let  us  go  into  that.    That  is  a  good  joke.    Ask  Schwab  about  that. 

Mr.  X  ouNCk  One  gentleman  expressed  it  in  this  way :  He  said  that 
these  gentlemen  who  organized  tne  Steel  Corporation  were  about  to 
make  w  very  fine  plum  pudding,  and  that  they  ascertained  that  Mr. 
Carnegie  had  all  me  plums.    [Laughter.] 

Mr.  Cabnegie.  Gentlemen^  it  is  a  great  pity  that  they  approached 
me  and  asked  if  I  would  retire  from  business. 

I  had  formed  my  career,  and  laid  down  the  law  to  myself  that 
I  would  not  spend  my  old  age  in  accumulating  more  dollars.  I 
showed  that  when  we  got  the  offer  of  $320,000,000  for  our  prop- 
erty, and  when  Mr.  Schwab  came  and  sat  down  and  showed  me  what 
he  thought  I  oould^get,  I  said :  "  Schwab,  it  is  just  as  my  partners 
say.  That  is  entirely  satisfactory  to  me.  It  is  all  the  money  I  ever 
want  to  make." 

I  did  not  realize  then  so  fully  that  it  takes  a  great  deal  more 
anxious  thought  and  labor  to  distribute  money  wisely  than  it  ever 
did  to  me  to  make  it. 

I  do  not  like  to  be  called  a  philanthropist.  That  means  a  man, 
usually,  with  more  money  than  brains. 

You  can  do  more  harm  distributing  money  unwisely,  and  do  more 
to  pauperize  people  than  you  can  do  good,  almost,  in  trying  to 
assist  them. 


2514  UNITED  STATES  STEEL  COBPOEATION. 

I  never  like  to  help  anybody  who  has  not  helped  himself.  I  never 
give  a  library  to  a  community  that  will  not  maintain  it  Every  com- 
munity does  a  great  deal  more  for  its  library  than  I  do.  1  consider 
that  what  one  does  for  himself  has  ten  times  more  value  than  all 
that  another  man  can  do  for  him. 

The  Chairman.  Pursuing  this  inquiry  a  little  further,  Mr.  Car- 
negie, because  it  is  vastly  interesting  to  me,  I  have  often  wondered 
what  would  have  been  the  result  if  you  had  concluded  to  continue  in 
the  steel  business. 

I  shall  be  frank  with  you.  I  believe  if  you  had,  and  had  the 
strength  that  you  thought  you  had,  and  had  determined  to  see  who 
could  produce  the  better  and  the  cheaper,  it  would  have  done  even 
more  good  for  this  country  than  if  you  had  distributed  in  benefi- 
cences every  dollar  that  you  had. 

Mr.  Carnegie.  That  is  pretty  hard  on  a  fellow  who  has  worked 
so  hard  to  distribute  and  acquired  so  easily. 

The  Chairman.  I  do  not  mean  to  underrate  the  good  that  you 
have  done,  Mr.  Carnegie.  I  mean  only  to  speak  of  my  high  estimate 
of  the  good  that  you  would  have  done  ii  you  had  foflowed  that 
course. 

Mr.  Carnegie.  Thank  you.  I  am  awfully  glad.  That  will  shed  a 
ray  of  illumination  around  your  signature  in  that  picture  they  have 
in  the  newspapers.    [Laughter.] 

The  makmg  of  money  was  so  easy  that,  really,  it  did  not  bother 
me  a  bit.  You  see  how  I  put  all  the  work  on  Schwab  and  Reed  and 
all  these  fellows,  and  I  do  not  know  anything  about  it. 

The  Chairman.  With  a  very  little  knowledge  of  the  steel  business, 
this  thin^  has  been  puzzling  me.  Take  the  case  of  the  Federal  Steel 
Co.,  for  illustration.  Mr.  Gary  was  at  the  head  of  it,  I  believe.  It 
was  formed  by  the  Morgan  sjmdicate.  I  forget  what  the  syndicate 
received.    I  think  it  was  $16,000,000. 

This  company  was  formed  in  September,  1898,  with  $200,000,000  authorlEed 
capita]  stock,  of  which  about  $100,000,000  was  issued.  It  was  a  merger,  through 
stock  purchase,  of  the  Illinois  Steel  Co.,  operating  several  large  steel  plants  in 
or  near  Chicago,  and  another  at  Milwaukee;  the  Minnesota  Iron  Co.,  which 
had  extensive  ore  properties  on  the  Vermillion  Range,  and  which  also  owned  the 
Duluth  &  Iron  Range  Railroad  and  the  Minnesota  Steamship  Co.,  thus  pro- 
viding for  the  transportation  of  its  ore  from  mines  to  lower  Lake  ports;  also 
the  Lorain  Steel  Co.  and  the  Johnstown  Co.,  of  Pennsylvania,  with  plants  at 
Lorain,  Ohio,  and  Johnstown,  Pa.  The  consolidated  company  also  ac- 
quired the  stock  of  the  Blgin,  Joliet  &  Bastem  Railway,  a  line  of  some  180 
miles,  intersecting  practically  every  railroad  entering  Chicago.  This  road 
directly  served  the  Joliet  works  of  the  company  and  afforded  connections  with 
its  other  plants.  The  Illinois  Steel  Co.  itself  also  controlled  a  railroad,  the 
Chicago,  Lake  Shore  &  Eastern,  which  connected  its  various  plants  In  and 
about  Chicago. 

Did  you  have  the  custom  of  the  division  of  rates  when  you  were 
in  business?  Did  your  roads  make  a  division  of  rates  with  other 
roads — of  through  rates! 

Mr.  Cahnbgib.  Surely. 

The  Chairman.  These  companies,  intersectiujg  every  road  that 
came  into  Chicago,  had  the  advantage  of  g^etting  their  ore  from 
their  own  boats  and  railroads,  and  had  the  advantage  of  making  this 
division  of  rates  with  every  road  into  Chicago.  What  railroad  ad- 
vantage had  the  Carnegie  Co.  that  could  compensate  for  this  enor- 
mous advantage,  even  if  you  had  constructed  your  roads  to  the  sea- 
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board — ^to  tidewater?  Had  you  railroad  facilities  that  could  cope 
with  those  ? 

Mr.  Casnbgie.  We  were  within  300  miles  of  the  seaboard.  We  had 
the  whole  water  route,  everything,  to  New  Orleans,  and  so  on.  We 
had  the  Ohio  River. 

You  can  load  rails  in  a  flatboat  and  send  them  down  that  way. 
We  loaded  them  to  Fort  Benton  without  a  transfer.  Tou  know  how 
&r  Fort  Bolton  is  ?    We  had  great  advantages  in  the  Ohio  River. 

Then,  Chicago  had  to  get  its  coke  from  the  Connellsville  region, 
to  pay  the  freights  on  carload  cioke — I  think  about  $3  a  ton.  And, 
as  I  told  ^ou  before,  we  never  were  in  any  doubt  about  our  ability 
to  maintam  our  position. 

The  Chairman.  If  you  had  stayed  in  the  business  would  you  have 
completed  that  road  to  tidewater  ? 

Mr.  Carnegie.  I  think  not,  because  the  Pennsylvania  Railroad 
asked  a  conference  with  me 

The  Chairman.  I  mean  the  last  road  you  were  surveying — ^the  road 
to  Bidtimore  ? 

Mr.  Gardner.  To  connect  with  the  Western  Maryland. 

Mr.  Carnegie.  Oh,  yes.  I  can  not  tell  you  what  we  would  have 
done. 

The  Chairman.  If  ^ou  had  completed  that  road,  would  you  have 
had  transportation  facilities  equal  to  those  of  the  Federal  oteel  Co.  f 

Mr.  Carnegie.  I  think  that  the  Baltimore  &  Ohio  Railroad  Co. 
that  ran  through  our  works  and  the  Pennsylvania  Railroad  that  ran 
through  gave  us  rates  over  their  lines  which  would  be  satisfactory. 
I  would  not  want  to  build  a  new  line. 

The  Chairman.  But  the  Federal  Steel  Co.,  through  the  Chicago, 
Lake  Shore  &  Eastern  and  through  the  Elgin,  Joliet  &  Eastern,  coma 
get  divisions  of  the  freight  rates  that  were  very  advantageous  from 
eveiT road  enteringChicago north,  south,  east,  or  west. 

Mr.  Carnegie.  Why  would  not  the  Pennsylvania  Railroad  and  the 
Baltimore  &  Ohio  give  us  the  same  ? 

The  Chairman.  Had  you  a  connecting  road  with  all  those  lines 
by  which  you  could  get  divisions  of  rates  f 

Mr.  Carnegie.  The  Pennsylvania  Railroad  ran  through  our  works, 
alcHDugside  of  the  Braddock  works,  for  miles.   • 

Tne  Chairman.  You  do  not  catch  my  point,  Mr.  Carnegie.  If  you 
delivered  vour  tonnage  to  the  Pennsylvania  Railroad  or  to  the  Balti- 
more &  Ohio  Railroad,  passing  your  traffic  directly  from  your  mill 
to  the  Baltimore  A  Ohio  or  to  the  Pennsylvania  Railroad,  you  could 

?)t  no  division  of  the  rate,  because  they  would  have  the  entire  haul, 
oa  had  no  connecting  line. 

Mr.  Carnegie.  Oh !  You  mean  they  would  not  have  called  that  a 
connecting  line!  Then,  if  I  had  a  connecting  line,  I  would  have  had 
to  maintam  it  and  pay  the  cost  of  transportation. 

The  Chairman,  x  es. 

Mr.  Carnegie.  I  do  not  see  that  that  is  much  advantage.  It  is  a 
very  smaU  advantage,  is  it  not  ? 

liie  Chairman.  Take  the  works  at  Joliet,  for  illustraticm.  I  un- 
derstand there  is  a  rmul,  the  name  of  which  I  do  not  remember,  that 
runs  within  3  miles  of  me  steel  works  there  at  Joliet.  It  is  600  miles 
from  the  i>oint  of  junction  to  Kansas  City.    The  United  States  Steel 
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Corporation  to-day  delivers  a  carload  of  frei^t  at  tiutt  point  of 
junction  there,  which  is  3  miles  from  the  Joliet  works,  to  the  line  of 
the  nearest  carrier.  The  initial  carrier  carries  the  freight  3  miles, 
the  connecting  line  carries  the  freight  600  miles,  and  the  steel  com- 

Eany  ^ts  20  per  cent  of  the  through  rate.  You  see  what  that  would 
B  wiw  thousands  of  tons  of  material. 

Had  you  any  such  advantages  as  that  at  Pittsburgh,  or  any  such 
connections? 

Mr.  Cabkegis.  I  do  not  think  I  would  have  given  our  road  to  the 
lake  that  we  owned  for  all  you  have  talked  about. 

The  Chairman.  And  if  you  had  constructed  the  other  road,  would 
you  have  been  in  a^  position  to  have  protected  yourself  a^inst  any 
rate  that  the  Baltimore  &  Ohio  or  the  Pennsylvania  might  have 
made? 

Mr.  Cabnxqib.  That  depends  upon  the  arran^ment  we  would  have 
made.  We  did  not  beein.  We  nj^red  about  it.  I  think  we  should 
have  taken  good  care  of  ourselves  in  the  contract  Judge  Beed  would 
have  lookea  out  for  that — ^and  Mr.  Ejiox.    [Laughter.] 

The  Chairman.  The- Moore  companies  were,  a  great  many  of  th^en, 
companies?    What  were  tiie  Moore  comDanies? 

Mr.  'SvESD.  The  sheet  steel,  the  steel  hoop,  and  tne  tin  plate. 

The  Chairman.  These  companies  had  tne  means  of  obtaining  their 
own  semifinished  products.  It  the  Moore  companies  had  gotten  their 
raw  materials  from  their  own  blast  furnaces,  and  the  Fraeral  Steel 
Alliances  had  gotten  theirs  from  their  own  blast  furnaces,  could  you 
have  withstood  both  the  house  of  Morgan  and  the  house  of  Moore,  if 
they  had  gone  into  combination  ? 

Mr.  Carneodb.  We  could  have  beaten  all  comers.  It  never  b(^- 
ered  us  a  minute.  We  never  lost  a^  moment's  sle^  on  anything  like 
that  We  had  supreme  confidence  in  the  horse  that  we  had  entered 
for  this  race. 

The  Chairman.  Here  is  a  statement  that  is  almost  that  strong, 
but  I  was  afraid  that  Mr.  Smith  was  romancing — that  he  had  over* 
estimated. 

Mr.  Carnegie.  Is  Mr.  Smith  the  Government  assessor? 

The  Chairman.  He  is  the  commissioner.    He  says,  on  page  86 : 

The  Carnegie  interests  had,  by  the  begixudng  of  1900,  became  Tecy  akmog^ 
intrenched  with  respect  to  the  reserves  of  aU  the  principal  raw  materials.  The 
company  had  assured  its^f  at  a  long-term  supply  of  very  desirable  ores  in  the 
lake  region.  Most  of  its  acquisitions  bad  been  acquired  by  lease  and  had  in- 
volved comparatively  small  initial  outlay,  the  bnlk  of  the  cost  being  paid  in 
yearly  installments  in  the  form  of  royalties  as  the  OTe  was  actually  produced. 
"With  respect  to  coal  and  coke  property,  the  Carnegie  interests,  through  the 
II.  C.  Frick  Coke  Co.,  had  made  veir  extensive  purchases  long  before  the  era 
of  extension.  On  the  reorganization  of  the  Carnegie  Interests  in  1900  the 
H.  C  Frick  Coke  Go.  h^d  40,000  acres  of  coking-coal  lands  in  addition  to  a 
favtfe  amount  of  surface  lands,  about  11,000  coke  oveas,  aside  from  a  large 
amount  of  mine  equipment,  dwellings,  and  miscellaneous  property.  The  coklii^- 
eoal  lands  owned  by  the  Frick  Co.  formed  one  of  the  most  valuable  assets' of 
the  Carnegie  concern.  The  Carnegie  Co.  also  had  very  valuable  natural-gas 
pvoperties  hi  the  vicinity  of  Pittsburg.  While  the  company  did  not  control 
the  transportation  of  its  ore  by  rail  from  mines  to  the  head  of  the  Lakes,  as 
did  the  Federal  Steti  Co.,  it  acquired  a  fleet  of  six  lake  ore  vessels  in  1S99  and 
lapidly  added  others,  so  tihat  by  the  end  of  1900  it  was  in  a  position  to  trans- 
port a  very  ccmilderable  part  of  its  ore  down  the  Lakes  in  its  own  boata  More- 
over, as  early  as  1806  the  Carnegie  interests  had  acquired  the  Shenango  & 
Lake  Brie  Ballroadt  running  from  Conneaut  to  Pittsboi^  and  also  the  Butler 
k  Pittsburgh  Railroad,  then  under  construction,  both  of  which  were  consoli- 
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dated  In  tlie  latter'  part  of  1899  aB  the  Pittdi>ur^,  Bessemer  &  Lake  Ifirie 
Bailroad. 

Immediately  upon  the  acquisition  of  these  railroads  the  Carnegie  interests 
virtually  reconstructed  them,  with  a  vie#  tb  effecting  the  transportation  of 
ore  at  a  minim  tun  co«^  The  size  of  the  equijiment,  both  engine^  and  cars,  was 
enormauflty  increamd,  bridges  were  strengthened,  and  the  rond  in  large  meas- 
ure rebuilt  The  most  modem  methods  of  unloading  ore  from  steamers  to 
cars  at  the  docks  and  from  the  cars  to  furnaces  at  Pittsburgh  were  introduced. 
The  reiBuIt  wair  a  ^'ery  pronounced  increase  in  the  average  trainload  and  a 
marked  reduction  in  transportation  and  handling  costs  per  ton. 

It  is  well  worth  rcffita^lng  that  the  Carnegie  interests  long  before  this  had 
owned  the  Union  Railroad,  a  belt  line  in  the  Pittsburgh  district,  which  added 
greatly  to  the  efficiency  ot  their  plants. 

The  chief  business  of^  tSii  C&megie  coh(^em  was  the  manufaefure  of  heavy 
steel  products,  such  as  steel  rails,  plate,  axles,  stmictnc^l  steei  and  bridge  ma- 
terial, and  vat'ions  kinds  of  crude  steel  for  the  taracle.  ltd  annual  eapacity  of 
ingots  was  aliout  3.500,000  tons*  and  its  capacity  of  finished  products  rather 
more' than  3,000,000  fdnS,  thus  placiiig  the  company  well  in  advance  of  it^ 
largest  cotufkfeitor,  the  FedeM  iSbe^  Co.,  ^itti  respect  to  sise.  Its  ingot  pro- 
duction In  1900  was  about  18  per  cent  of  tKe  conipany's  total.  It  conducted 
erery  sta^e  in  the  mdnufaeture  of  its  various  products  from  the  inroductlon 
of  the  raw  materials  up.  Generally  speaking,  the  Carnegie  interests,  up  to  the 
date  of  tlie  organieatloA  of  the  N^  Jetsdy  ctompany,  had  cdnfln^  tiieinseives 
largely  to  the  manufacture  of  heavier  steel  protducts  of  the  character  jttst  d^ 
scribed.  Many"  of  its- best  cuitomeito  itere  numnfacturers  of  finished  st^l,  c^h 
as  wire  products,  tubular  goods,  tin  plate,"  and  sheet  steel.  The  company  was, 
V  however,  in  a  position  to  engage  at  short  notice  in  the  manufacture  of  more 
highly  flniftlied  products,  a  fact  which,  afi  sbo\^  Mer,  prdved  ta  be  ah  ex- 
ceedlttl^  fnipoitant  coiMild^»atl<Mi  iii  widgirit  abotit  tbe  c^ganifeatitm  of  the 
Unked  Otatio  Steel  Oorpohition. 

Is  I9iat  £^t€ft)etft  con^t.  Mt<.  Carnegie  f 

Mr.  Carnegie.  It  is  delightful  reading.  It  s^Ve^  to  eotifirm  jou  ifi 
aU  that  I  hiiYif  sftid;  dfo^  if  ndt,  Mr.  ClMiiTiftan? 

The  Chaibhak.  Yes. 

Mp.  Gaskbgir.  Thai  should  be  a  great  satisfaction  to  you  and  to  me. 

Th0  Cid^iRMAN.  No;  I  wns-  rather  inclined  to  doubt  it.  I  was  in- 
clined to  suspect  that  ^u  did  not  have  that  advantage*  ovto  th« 
Federal  Steel  Co.  ^hicfi  Mr.  Smith  thinks  you  had.  I  desired  tb 
know  what  you  thought  about  it 

Mr.  Carnegie.  Do  not  let  us  waste  time  on  that.  Whether  we  had 
or  had  not^  we  had  the  great  pleasure  of  thinking  we  had ;  and  if  the 
other  parties  tiiou^t  they  hskd,  so  much  the  better.  It  is  a  question 
that  never  can  be  solved,  bedause  we  retired  from  business. 

The  Chairman.  I  have  here  an  extract  from  a  letter  firom  Mz. 
Camefiie  to  Mr.  George  Lauder,  of  January  14, 1899. 

Mr.CARNEQiE.  That  is  my  cousin;  a  very  valuable  man.  He  was 
at  the  head  of  the  th^hanical  end. 

The  Chairman.  In  that  letter  you  say : 

r  tfln  certfiiln  that  ih  two  yeatt  hence  we  shall  be  on  the  bftsia  of  92XSfl00fi(^ 
net  yearly,  even  at  low  pricea 

W^  taBv^  ta  SQCfply  the  world^ndte  Mfet  week's  British  advices;  less  ore  this 
year  than  last  from  foreign  points;  gteat  8cart;ity;  prices  wild;  coke  put  to 
15  shillings  and  6  pence  at  works,  best  grade;  bad  to  ^t  at  that;  near  |3.T5 
per  ton,  and  scarce.    Impossible  to  increfiase  siipi>ly  of  eitJier  cobe^  or  ore. 

glnc€«  wfif  rttreir  Afl«ftl<?  itorts  at  |1  per  ton;  we  hare  the'  trafde  of  the  world. 

Are  you  still  of  that  opinion,  Mr.  Carnegie?  That  Was  yotrr  letter 
to  Mr.  Gtorgfef  Laudfer.    Have  you  changed  that  opinion  sin<ie?' 

Mr.  Cabnsgie.  Wait  a  mintite.  I  would  like  to  look  over  that  and 
recall  some  of  thei  conditions. 

The  copy  of  letter  referred  to  was  handed  id  Mr.  Carnegie. 
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Mr.  Carnegie.  I  never  saw  this  letter  before.  Where  was  it  writ- 
ten?   It  does  not  say  where  it  is  from. 

The  Chairman.  From  England,  I  believe. 

Mr.  Carnegie.  You  see  vmat  an  enthusiastic  man  I  was  there, 
writing  to  my  absent  partner  in  England ;  and  it  does  not  say  where 
L  am  writing  it  from. 

^How  could  this  sort  of  letter  have  come  into  the  hands  of  the 
committee? 

The  Chairman.  Oh,  people  hand  me  all  sorts  of  things. 

Mr.  Carnegie.  It  is  very  strange. 

Mr.  Young.  Did  that  come  out  of  Mr.  Bridgets  book? 

The  Chairman.  I  think  so. 

Mr.  Carnegie.  I  do  not  remember  anything  about  it  I  have 
no  doubt  this  is  true.  That  is  what  I  thought  then ;  that  it  would 
be  on  a  basis  of  $25,000,000,  even  at  low  prices.  I  think  that  estimate 
was  fully  justified,  was  it  not? 

The  Chairman.  Yes.  I  am  frank  to  say  that  I  believe  you  would 
have  captured  the  trade  of  the  world  if  you  had  stayed  in  business. 
I  am  asking  if  you  think  so  now  ? 

Mr.  Carnegie.  I  am  as  certain  of  it  as  I  can  be  certain  of  any- 
thing. 

I  was  a  most  optimistic  voung  man  then — not  so  very  young, 
eithei^-but  I  have  always  felt  that  all  my  ducks  are  swans  [laugh- 
ter], and  I  believe  that  has  a  great  deal  to  do  with  the  success  we 
have  had.  Trust  the  Repubuc — ^trust  the  ^Hriumphant  democ- 
1  acy  " — and  you  will  win. 

The  Chairman.  Mr.  Smith  said  aeain — I  do  not  mean  to  approve 
what  he  says,  because  he  and  I  may  differ: 

It  was  clear  to  everyone  that  no  consolidation  of  this  sort  could  be  made  sac- 
cessfnl  unless  it  included  the  Carnegie  company,  which  was  the  most  powerful 
factor  in  the  situation,  which  had  long  been  noted  for  aggressive  tactics,  and 
which,  as  shown  above,  had  precipitated  this  crisis.  Moreover,  there  can  be 
little  doubt  that  many  Interests  in  the  steel  Industry  regarded  Mr.  Carnegie's 
personal  influence  as  a  menace  to  their  success  and  desired  to  secure  his  retire 
tment  from  the  trade. 

That  is,  your  ability  to  sell  your  product  in  the  tube  mill  which 
you  projected  for  $10  a  ton  less,  for  example,  and  things  of  that  sort? 

Mr.  Carnegie.  I  did  not  do  that,  did  I?  Did  we  ever  do  that 
without  having  to? 

The  Chairman  (continuing  reading) : 

At  the  same  time,  the  enormous  earning  capacity  of  the  Carnegie  concern 
would  be  an  exceedingly  important  consideration  both  in  the  profits  of  the  new 
company  and  also  In  facilitating  the  flotation  of  its  securities. 

The  primary  solution  of  the  situation,  therefore,  ftom  the  standpoint  of  these 
interests,  was  to  buy  out  Mr.  Carnegie. 

Then  it  goes  on  to  say,  generally,  that  it  was  realized  that  that 
would  be  an  extremely  exi>ensive  transaction,  which  would  require 
the  cooperation  of  leading  interests. 

l)o  jon  think  that  statement  is  correct?  Do  you  agree  with  Mr. 
Smith  in  that  statement? 

Mr.  Carnegie.  About  our  power  to  go  on?  Yes.  Oh,  I  do  not 
think  he  even  does  us  justice.     pLdiughter.] 

But  I  never  saw  Mr.  Morgan  or  had  a  word  with  him,  and  I  can 
not  tell  you  what  he  thought. 
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The  Chairman.  You  were  speaking  of  building  your  railroad  to 
tidewater.  Do  you  remember  your  enort  to  get  the  Wabash-Pitts- 
borffh  Railroad  mto  Pitteburgh? 

1&.  Cabneoib.  That  is^  the  time  I  went  to  George  Oould? 

The  Chaibkan.  No,  sir.  It  is  the  Wabash  Terminal  Bailroad 
that  I  am  speakingof .  That  is  the  name  of  it.  The  Wabash  road 
ended  at  Toledo.  They  built  this  road,  which  was  to  be  the  terminus 
of  the  road  whenever  they  got  from  Toledo  to  Pittsburgh ;  but  Mr. 
Gould  ran  afoul  of  Mr.  Morgan  and  he  never  completed  his  road, 
and  there  stands  the  terminal  to-day,  with  no  connection  with  the 
railroad  which  it  was  intended  to  be  a  part  of,  as  I  understand  it. 
That  is  correct,  is  it  I 

Mr.  Carneqie.  Quite  true,  too. 

Mr.  Keed,  Sr.  The  Wabash  Terminal  has  built  a  connection  with 
the  Wheeling  &  Lake  Erie.  The  western  connection  was  made,  but 
the  connection  east  was  never  completed. 

The  Chairman.  This  is  known  as  the  Wabash  Terminal  Railroad? 

Mr.  Reed,  Sr.  Yes.    It  is  in  the  hands  of  a  receiver. 

The  Chairman.  The  Carnegie  Co.  made  a  contract  with  this 
Wabash  Terminal  Railroad  Co.  for  a  certain  percentage  of  their 
tonnage  for  26  years,  I  believe  ? 

Mr.  Carneoie.  I^  can  not  remember  the  details. 

The  Chairman.  What  was  that  contract,  and  why  was  it  made? 

Mr.  Carnegie.  As  an  inducement  for  him  to  come  to  Pittsburgh. 

The  Chairman.  Why  did  you  want  him  to  come  to  Pittsburgh?^ 

Mr.  Carneoie.  For  the  reason  I  have  been  fighting  for  all  my 
life 

The  Chairman.  Was  it  possible  to  ship  any  great  amount  of 
freight  over  the  Waba^di  Terminal  Railroad,  if  it  should  have  been 
connected? 

^  Mr.  Carnegie.  He  intended  to  go  on  to  the  West,  and  he  had  a 
line  reaching  to  the  Pacific  coast,  I  think.  The  Gould  railroads 
had  a  system  of  railroads,  an  extensive  system  of  railroads,  that  we 
would  have  had  access  to.  Mr.  Gould,  you  know^  had  one  of  these 
lines  which  is  now,  I  think,  in  trouble,  away  out  m  the  West. 

The  Chairman.  By  the  building  of  the  Wabash  Terminal  in 
there,  by  means  of  the  protection  and  assistance  of  the  Came^e  Co., 
enabled  you  to  reach  all  points  west  and  south  ?    Was  that  it? 

Mr.  Carnegie.  I  think  it  would  have  done  so  at  one  point  or  an- 
other. He  would  have  connected  his  system  with  the  South.  It  was 
a  great  project. 

The  Chairman.  I  will  ask  you  about  another  thing,  and  this  is  a 
matter  which  I  am  sure  will  deeply  interest  you,  not  as  a  philan- 
thropist, I  will  say,  but  as  a  man  who  wants  to  make  the  world 
happier  and  better 

Mr.  Carnegie.  I  begin  to  dread  this  question  that  is  coming,  Mr. 
Chairman.  [Laughter.]  But  go  on.  x  ou  have  a  sweet  smile.  I 
do  not  blow  what  is  coming,  however. 

The  Chairman.  Something  sweet.    [Laughter.] 

Mr.  Carnegie.  Oh,  thank  you. 

The  Chairman.  At  one  time  the  Homestead  works  were  operated, 
as  I  understand^  ei^ht  hours  a  day;  by  eight-hour  labor,  and  you 
worked  three  shifts! 

Mr.  Carnxgdb.  In  the  blast  furnaces? 
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The  Ghaikman.  Anywiheoe. 

Mr.  Cabneoib.  You  will  hav«  to  «sk  Ouurlie  Sdiwab.  I  had  AOkh- 
ing  to  do  with  this  thing. 

The  Ckaxbman.  I  have  here  «,  oqi^  of  a  letter,  an  esoorpt  &mq  a 
letter,  which  I  believe  was  wjitten  :by  Capt  Bill  Jones.  You  re- 
member him? 

Mr.  Casnsqis.  I  can  never  f orgat  hadoa.  The  moat  lemArkable 
character  we  ever  had,  Schwab  not  excepted. 

Capt.  Jones  went  into  the  Army  a  private  and  came  hack  a  captain. 
We  wanted  a  manager  for  the  Bessemer  works,  and  he  cane  xiown 
from  Cambria  and  we  emploved  him. 

I  said  to  him  one  day,  ^^Captain,  there  are  partneins  'in  the  Pitts- 
burgh ofSce  making  twice  as  much  money  as  you  are  making  here. 
I  want  to  make  you  a  partner.  We  have  agreed  to  do  it.  Tou  will 
be  a  miUicmaire.''  He  said,  ^^  Look  here,  MS*.  Carnegie,  that  is  very 
•kind  of  you,  but  I  don't  want  any  interest  in  the  busiASSs.    IVe  flat 

Plough  to  do  with  these  works.    You  }ust  ^ive  me  a of  a 

salary  " — ^I  will  not  put  in  the  word  the  captam  used.    He  was  very, 
very  emphatic  sometmies. 

I  said,  ^'AU  right.  Captain.  The  salary  of  the  President  of  the 
United  States  is  yours."  '^Ah,  that's  the  land  ot  talk.''  And  it  was 
made  so,  and  more  than  that,  because  he  was  wo^h  more  than  that, 
a  great  deal  more. 

I  went  to  the  Bessemer  Steel  Assocdation  meeting  one  day  in  Phil- 
adelphia, the  annual  meeting.  I  had  attended  the  Bessemer  Asso- 
ciation meetings  because  it  was  near  my  office  in  New  York,  and  the 
president  of  the  Cambria  Iron  Co.,  Mr.  Townsend,  said  to  me, "  Look 
here  I  You  will  ruin  this  steel  business  of  ours.  The  idea  of  yomr 
giving  Bill  Jcmes,  that  was  one  of  the  Cambria'  workm^a,  a  bigger 
salary  than  I  get  or  that  Felton  gets.  What  do  you  mean  by  ruining 
the  steel  business?  " 

I  said,  "  Townsend,  it  is  so." 

Mr.  Felton  was  there,  too,  and  I  said,  "Yes,  gentlemen,  I  havp 
made  an  awful  mistake.  But  can  you  tell  me  where  I  can  gat  an- 
other Bill  Jones  for  double  the  m<mey(  "    And  they  could  not  do  it. 

The  Chaikman.  Was  he  a  good  man  to  handle  men? 

Mr.  Carnegie.  Oh,  the  grandest  fellow.    They  loved  the  captain. 

The  Chairman.  Did  he  love  his  men  ? 

Mr.  Carneoie.  Oh,  they  all  admired  him.  Oh,  yes ;  he  was  not  as 
suave  as  Qiarlie  Schwab. 

Mr.  Reed,  Sr.  What  is  the  date  of  that  letter? 

The  Chairman.  May,  1881. 

Was  he  a  man  who  had  a  practical  knowledge  of  how  to  get  the 
most  work  out  of  a  man  witnout  hurting  the  man  or  hurtii^  the 
business?  Was  he  a  man  who  was  good  at  solving  a  problem  like 
that? 

Mr.  Carnegie.  I  think  they  were  all  devoted  to  the  captain. 
He  was  emphatic  at  times,  undoubtedly. 

The  Chairman.  Was  he  a  practical  business  man,  who  knew  how 
to  work  the  human  machine  to  the  greatest  advantage?  I  do  not 
mean  cruelly  or  heartlessly,  but  he  was  not  a  mere  sentimentalist: 
he  was  a  practical  man,  who  knew  how  to  get  the  most  work  out  oi 
the  men  without  injury  to  the  men  or  the  business^ 
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Mr.  Carnegie.  There  was  one  qualification  about  the  captain. 
He  was  not  educated.  He  was  not  an  educated  man.  He  was  the 
best  manager  of  men  of  the  oM  type  that  I  have  ever  known.  It 
was  under  him  that  I  put  Charlie  Schwab. 

Charlie  Schwab's  father  kept  a  livery  stable  in  the  Allegheny 
Mountains^  where  we  spent  our  summers,  and  had  a  cottage,  and  I 
met  Charlie  Schwab  there.  He  played  the  piano  then.  I  looked 
at  the  boy,  thought  he  was  extraorainary,  and  asked  him  to  come 
down  there,  and  put  him  under  Bill  Jones,  and  he  succeeded  Jones. 

The  captain  died.  There  was  an  explosion  of  a  blast  furnace,  and 
it  was  a  terrible  blow  to  me  when  I  went  to  his  funeral. 

The  Chairman.  He  was  a  strong  sensible  man,  a  man  of  great  com- 
mon  sttise,  practical  sense? 

Mr.  Carnegie.  Oh,  yes;  given  to  violent  outbursts  occasionally,  it 
is  true. 

The  Chairman.  In  this  letter  of  M%y,  1881,  he  says: 

In  increasing  the  ontput  of  these  works  I  soon  discovered  it  was  entirely  out 
of  tbe  question  to  expect  human  flesh  and  blood  to  labor  incessantly  for  12 
hours,  and  therefore  it  was  decided  to  put  on  three  turns,  reducing  the  hours 
of  labor  to  8.  This  seemed  to  be  of  immense  advantage  to  both  the  company 
and  the  workmen,  the  latter  now  earning  more  in  8  hours  than  they  formerly 
4M  in  12  hours,  while  the  men  can  work  harder  constantly  for  8  hours,  haTing 
16  hours  for  rest. 

Mr.  Carnegie.  Beautiful ! 

The  Chairman.  Beautiful.    Was  it  true  ? 

Mr.  Carnegie.  I  have  not  the  slightest  doubt  of  it.    Certainly. 

The  Chairman.  Would  it  be  better  now  if  all  the  steel  companies 
in  the  United  StatesT  should  work  their  men  8  hours  instead  of  12? 

Mr.  Carnegie.  It  is  strange  that  the  last  time  I  saw  Schwab  we 
were  talking  about  that  thing,  and  what  he  says  is  the  greatest  dif- 
ficulty— ^that  he  can  not  get  his  men  to  agree  even  to  put  in  men  at 
blast  furnaces  on  8  hours.  We  were  trying  blast  furnaces  on  8  hours, 
and  I  think  we  were  to  pay  them  two-thirds  of  all  the  loss,  and  give 
them  8  hours  a  day  instead  of  12.  We  would  have  lost  money  bjr  it 
at  first,  but  I  felt  that  it  would  be  better  in  the  long  run.  They  tried 
it  for  awhile,  but  they  preferred  to  come  back  to  the  other  plan. 

Of  course,  in  blast  furnaces  it  is  not  continuous  work.  A  man 
fills  his  furnace,  and  sits  down  an  hour  or  so,  and  gets  a  rest. 

^e  Chairman.  Quite  true. 

Mr.  Gardner.  You  say  "  we."  Do  you  meat!  the  Bethlehem  Steel 
Co.  or  the  Carnegie  Steel  Co.  ? 

Mr.  Carnegie.  That  was  at  Bethlehem,  Mr.  Schwab  and  his  own 
men  at  Bethlehem. 

Mr.  Gardner.  You  said  "  we  "  just  a  moment  ago. 

Mr.  Carnegie.  We  tried  it  at  the  Edgar  Thompson  works,  and  the 
men  preferred  to  work  the  12  hours.  R  is  not  the  same  as  if  it  were 
continuous  work. 

It  is  astonishing  what  can  be  done  with  this  new  machinery,  the 
new  mills  at  Gary,  for  example.  I  have  not  seen  them^  but  I  have 
had  them  described,  and  they  work  three  turns  there,  eight  hours  a 
day  each,  and  the  men  turn  out  over  300  tons  a  day — ^I  think  it  is 
1,400  tons  of  rails  in  the  24  hours. 

The  Chakman.  If  the  blast-fumace  men  work  12  hours  a  day, 
that  blast  furnace  must  be  tapped  at  regular  intervals,  must  it  not? 
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Mr.  Carnegie.  At  regular  times;  yes. 

The  Chairman.  At  regular  intervals  of  a  certain  number  of  hours; 
and  then  that  molten  metal  is  withdrawn? 

Mr.  Carnegie.  Yes. 

The  Chairman.  When  that  hot  metal  is  withdrawn  and  goes  from 
the  blast  furnace  into  the  ladle,  can  it  be  left  there  for  12  or  15  hours! 

Mr.  Carnegie.  For  12  or  15  hours! 

The  Chairman.  Yes. 

Mr.  Carnegie.  No.    It  could  be  left  there  for  a  while. 

The  Chairman.  How  long! 

Mr.  Carnegie.  I  could  not  tell  you.  You  must  ask  the  mechanics 
about  that. 

The  Chairman.  Is  it  possible  to  work  your  blast  furnaces  fpr  12 
hours  and  work  the  rest  of  your  men  for  8  hours  in  a  steel  mill  under 
the  existing  physical  conditions?  I  am  asking  for  information,  be- 
cause I  realize  the  physical  conditions  around  me  blast  furnaces. 

Mr.  Carnegie.  The  men  who  work  at  the  furnace  and  fill  it,  fill  it 
and^  have  a  rest.  They  do  not  need  to  fill  it  until  it  is  burned  out 
afipitin. 

The  Chairman.  I  understand.  They  must  be  there.  You  do  not 
apprehend  what  I  mean. 

X  ou  have  blast  furnaces  working  12  hours  a  day,  we  will  say.  If 
you  made  pig  iron,  you  could  work  your  men  12  hours  a  day  in  the 
olast  furnaces  and  fi^o  and  get  the  pijs;s  whenever  you  wanted  to  con- 
vert them  into  steel.  But  under  this  process  your  iron  never  cools 
from  the  time  it  comes  out  of  the  blast  furnace  until  it  is  put  upon 
the  market  as  a  finished  product.    Is  not  that  true? 

Mr.  Carnegie.  Certainly.  The  furnaces  have  to  be  tapped  at  a 
certain  time. 

The  Chairman.  Yes.  When  they  are  tapped,  and  that  molten 
metal  is  taken  out,  it  must  be  handled,  in  this  chain  of  developments. 
Therefore,  if  the  blast-furnace  men  are  working  12  hours,  do  not 
they  keep  all  the  rest  of  them  there  12  hours? 

vjttr.  Carnegie.  You  are  asking  me  a  question  about  mechanics^ 
You  would  have  to  ask  a  mechanician  about  that.  I  am  not  able  to 
give  you  answers  to  these  questions. 

The  Chairman.  I  would  like  to  ask  Mr.  Reed  that.  I  am  askinjr 
for  information.  I  know  that  these  blast  furnaces  must  be  run  afl 
the  time;  th^re  is  no. question  about  that;  but  where  is  the  point  in 
the  evolution  of  steel,  given  a  blast  furnace  running  all  the  time,  with 
12-hour  shifts,  that  you  can  stop  the  12-hour  shifts  and  commence 
with  the  10-hour-day  shifts?  You  do  do  it,  I  know.  At  what  point 
can  you  do  that? 

Aw".  Reed.  You  can  put  any  part  of  the  steel  works  or  blast-fumaoe 
works  on  an  8-hour  day  by  getting  half  as  many  more  men,  of  course. 

Your  blast  furnaces,  having  to  run  all  the  time,  have  to  have  shifts 
covering  the  24  hours. 

The  Chairman.  I  see. 

Mr.  Reed.  But  you  can  take  that  metal  out  and  throw  it  into  your 
mixer,  which  will  hold  250  tons,  and  will  retain  the  heat  for  a  con- 
siderable period ;  or  you  can  turn  it  into  your  casting  hold  and  make 
a  cold  pig  of  it 

The  CHAmMAN.  Here  is  my  idea  of  it:  You  have  men  working 
12  hours  a  day  at  a  furnace ;  you  can  not  have  them  work  10  hours  a 
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day  because  you  get  your  shifts  all  mixed  up,  men  coming  at  one 
time  and  going  out  at  another.  You  must  have  them  work  8  hours 
a  day  or  12  hours  a  day.    Is  that  correct? 

Mr.  Reed.  Yes. 

The  Chairman.  Say  that  you  can  not  afford  to  put  on  three  shifts. 
H  you  are  working  on  cold  material,  which  they  can  lay  down  and 
take  up  again  the  next  day,  you  can  put  them  on  10  hours  a  day  or  8 
hours  a  day,  or  12  hours  a  day,  and  it  makes  no  difference.  '  There  is 
not  that  continuous  performance  or  relationship  between  the  shifts. 

Mr.  Keed.  Yes. 

The  Chairman.  In  your  hot  steely  where  is  it  you  can  stop  ?  As 
I  see  it,  when  your  hot  metal  comes  into  your  ladle  that  ladle  has  to 
move,  because  tl\ere  will  be  some  other  ladles  behind  to  be  filled,  and 
when  that  ladle  gets  over  here  to  jrour  furnaces,  whether  they  are 
open-hearth  furnaces  or  Bessemer,  it  must  go  into  the  furnace;  and 
when  the  time  comes  it  must  go  into  the  ingot  molds,  and  when  those 
ingots  are  sufficiently  cooled  they  must  so  into  the  rolling  mill,  and 
when  they  start  into  the  rolling  mill  they  can  not  stop  until  they 
come  out  as  the  finished  product.    Is  that  correct  ? 

Mr.  Beed.  Yes. 

The  Chairman.  Does  not  that  necessitate  a  12-hour  day  all  the 
WOT  through?    If  rptj  where  can  you  put  in  your  10-hour  men? 
^  .Mr.  Seed.  You  can  do  it  first  by  lettmg  the  metal  get  cold.    That 
is  what  they  do  in  or6er  to  avoid  Sunday  work  as  far  as  possible. 
You  can  not  shut  your  blast  furnace  down  Sunday 

The  Chairman.  And  that  is  the  only  way  to  stop  ? 

Mr.  Keed.  They  cast  it  into  pigs.  That  is  the  only  way  to  stop  the 
works  on  one  day. 

4  The  Chairman.  All  the  men  that  work  at  the  ingots  work  12  hours 
a  day — ^the  men  that  handle  these  ingots — do  they  not? 

Mr.  Reed.  You  understand  that  the  iron  can  be  dumped  from  the 
Uast-fumace  ladle  into  the  mixer,  and  its  heat  can  be  retained  there 
easily  for  8  hours. 

The  Chairman.  I  see. 

Mr.  Reed.  You  can  change  your  shifts — your  men — at  that  time 
if  you  have  enough  mixer  capacity. 

The  Chairman.  Do  the  men  who  work  at  the  rail  mill  and  the 
men  who  work  at  the  furnaces  work  12  hours  a  day  or  10  hours  a 
day  in  the  majority  of  the  mills  ? 

Mr.  Reed.  I  think  the  10-hour  day  is  in  force  around  Pittsburgh. 

Mr.  Gardner.  At  Gary  you  use  three  shifts  on  your  blast  furnaces, 
do  you  not  ? 

Mr.  Reed.  There  was  an  eflfort  made  at  Gary  to  shorten  the  hours 
of  labor.    I  do  not  know  what  they  have  worked  out. 

Mr.  Gardner.  They  have  not  put  on  the  three-platoon  system  for 
their  blast  furnaces? 

Mr.  Reed.  Not  all  through.  We  can  get  that  information  if  you 
dnire  it.    I  shall  be  glad  to  get  it  if  you  want  it. 

Mr.  Gardner.  I  had  understood  that  there  was  something  like 
that  being  tried  at  Gary. 

^  Before  you  get  away  from  that  subject,  Mr.  Chairman,  I  would 
Bke  to  ask  a  question  or  two. 

The  Chairman.  Certainly.    Go  ahead. 
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Mr.  Gardner.  Mr.  Carae^e,  I  am  not  guaranteeing  anything  that 
I  am  reading,  but  I  would  just  like  your  explanation  ot  tnis : 

Jones's  praiseworthy  effort  to  amend  the  lot  of  tbe  labeter  was  afterwards 
found  to  put  the  Edgar  Thomson  works  at  a  ditod vantage  wUb  competing 
estabUshments  where  two  l£>bour  tum/s  were  the  role;  and  an  effort  was 
made  In  1887  to  induce  the  Kdgar  Thomson  men  to  return  to  the  old  system. 

You  said  that  the  men  did  not  like  to  ^t  away  from  the  12- 
hour  system  because  they  lost.  You  assumed  two-iJurds  of  the  loss, 
and  they  probably  wanted  to  earn  the  most  money  they  could ! 

Mr.  Carkegie.  We  tried  out  the  blast  furnaces  on  that  plan,  I 
remember.  I  do  not  know  about  the  mills.  But  I  remember  that 
we  were  very  anxious  to  lighten  the  load  of  the  blast-furnace  men. 

Mr.  GcARPiNEit.  This  is  before  the  strike  of  1887  that  I  am  speak- 
ing of. 

Mr.  Carnsqie.  I  do  not  remember. 

Mr.  Gardner.  I  continue  to  read : 

An  effort  wofi  made  in  1867  to  induce  the  Bd^ar  ThomaMi  nma  to  return  to 
the  old  system.  At  the  same  time  a  alidiug  scale  of  wages  was  proposed, 
similar  to  that  which  had  been  found  successful  in  the  North  Chicago  rolUng 
mill  and  in  the  Crescent  Steel  Works  of  Pittsburgh.  The  men  were  willing  to 
accept  the  sliding  scale*  but  they  were  unwilling  to  return  to  die  ISS-hour 
oystem.    The  usual  strike  resulted. 

Do  you  remember  anything  about  that? 

Mr.  Carnegie.  No.  As  far  as  I  know  there  was  never  any  basis 
for  that. 

Mr.  Gardner.  You  remember  meeting  a  committee  of  the  laborers 
at  the  Windsor  Hotel,  in  New  York? 

Mr.  Carnegie.  Oh,  yes;  but  that  was  the  time  that  we  introduced 
a  three  years'  contract  with  them  to  try  the  experiment  that  I  told 
them  would  redound  so  much  to  their  advantage. 

Mr.  Gardner.  It  says  the  men  after  their  meeting  with  you  re- 
turned and: 

On  their  arrival  at  Braddock  they  promptly  repudiated  the  agreement  they 
had  signed  and  continued  the  strike. 

What  does  that  mean? 

Mr.  Carnegie.  I  will  tell  you  that  story.  I  remember  that,  because 
I  had  a  principal  part  in  it 

There  were  154  men  engaged  in  the  converting  works  who  signed 
an  agreement  for  the  year. 

You  must  remember  that  the  Amalgamated  Association  in  Pitts- 
burgh had  yearly  agreements,  and  every  year  we  had  trouble  about 
what  was  to  be  the  understanding  for  next  year. 

They  broke  their  contract  and  threatened  to  abandon  the  fur- 
naces— ^to  quit. 

I  said,  I  wiU  go  out  there  to-night  and  be  there  the  neii 
morning." 

I  went  out  and  got  on  the  field  at  Braddock  the  next  morning. 
Capt.  Jones  had  freight  cars  ready  and  was  going  to  board  men. 

I  said,  "  Captain,  i  have  never  agreed  to  a  strike  in  my  life,  and  I 
will  never  have  a  strike  as  long  as  I  am  connected  with  business.  I 
want  you  to  bring  a  committee  of  the  Amalgamated  Association  of 
the  converting  works  and  of  the  rolling  mill  and  of  the  blast  furnaces 
here." 

And  the  committees  came  up. 


UNITED  STATES  STKEL  CORPORATION.  2525 

Mr.  Gaiednjbr.  Where  was  thi^  that  they  canie  ? 

Mr.  Garxsoqb.  At  Bra^ock  works,  w  the  ground  there. 

Mr.  Gabpnar.  Thi^  was  in  1887} 

Mr.  Carn£G9.  X  can  not  toll  jq^. 

Mr.  QARDNiat.  It  was  the  time  befove  the  Homestead  strike;  £^* 
years  before  the  strike. 

Mr.  Carnsgis.  I  cain  not  tdl  you  the  date.  I  will  teU  you  the  oc- 
currence. 

Mr.  JU9D.  It  wa^  about  that  date. 

Mr.  Carnegie.  It  was  about  that  date. 

They  were  all  sitting  there,  their  committees,  and  I  said,  address- 
ing tfaie  foreman  of  the  mill :  ''  Hav^e  we  an  agreement  with  you  ? " 
"  Yes,  sir.  You  can  not  maJse  us  bveak  it"  ^^  Tnere  speaks  American 
hibor." 

I  asked  the  laadar  in  the  other  works,  the  other  department,  about 
the  matter.  He  was  an  old  geatlemaii  with  i^)ectaclies.  You  know, 
I  have  gone  over  this  story  so  often  in  my  mind  that  I  can  see  the 
picture  of  it.  He  put  on  his  spectacles  and  I  saM :  '^  Have  we  an 
agreement  with  yo\i  t "  ^'  Yes.  Mr.  Carnegie,  when  it  was  {^resented 
to  me  I  read  it  over  ¥ery  carefully,  and  if  I  liked  it  I  signed  it, 
uid  if  I  did  not  I  did  not.   But  if  I  signed  it  I  keep  it." 

"  Thefe  spoke  American  labor.    I  am  proud  of  you." 

"Mr.  Kefly,  have  you  an  ji^eement  with  us? " 

Tliat  was  the  blaat- furnace  branch,  that  had  stopped,  jou  know. 

^^Mr.  CaiTaegie,  they  presented  a  paper  to  me.  I  did  not  under- 
stand what  was  in  it  when  I  signed  it."  . 

Then  Capt.  Jones  said :  '^  Billy,  you  know  I  read  that  twice  over  to 
you." 

I  said:  *^I  have  si^cied  many  agreements  and  papers  that  I  have 
not  read,  that  I  have  had  faith  in  because  my  partners  signed  th^n; 
but  if  ever  I  have  got  into  an  ajgveement  that  I  have  signed  I  have 
always  thought  it  my  duty  to  live  up  to  that  agreement,  and  to  be 
more  careful  the  next  time,  if  it  was  not  advantageous  to  me." 

I  believe  in  labor.  I  have  never  had  a  strike.  I  was  in  Europe, 
and  I  never  heard  of  the  Homestead  strike  until  days  after  it  was 
over.  Tlien  I  held  up  my  hand  and  said^  "Gentlemen,  you  have 
asked  me  for  an  answer  by  4  o'clock,  and  it  is  not  3,  but  your  answer 
is  ready.  I  will  never  do  such  injury  to  the  cause  of  American  labor 
as  to  be  a  party  to  a  transaction  with  men  who  repudiate  their  SCTce- 
ments.  Go.  These  vulls  may  rot,  and  I  may  lose  every  dollar  I 
have.    That  is  your  answer." 

A  man  was  cominff  in  with  a  message  to  us  and  he  struggled  through 
the  crowded  grounds,  and  he  said :  "  Mr.  Carnegie,  as  I  saw  this  man 
comii^  out  1  heaird  some  other  men  moving  across  the  hall  to  get  at 
them  m  the  crowd,  and  I  heard  one  man  say  to  the  other,  ^  Look  here, 
Kelly,  you  fellows  mghi  just  as  well  understand  it.  There  is  to  be 
Ao  monkeying  arounathese  works.'" 

The  m9ssi  mere  all  waiting  at  the  funiaees  to  hear  what  Kelly  had 
to  sajjr,  ^^Go  to  yroijk,  you  spalpeens.  Bcfforra,  the  little  boss  just 
hit  from  the  shoulder.  He  said  he  wouldn't  have  a  strike.  He 
wouldn't  fight,  but  he  would  sit  down.  And,  begob,  we  all  know  he 
wiU  be  a  skeleton  before  he  risai." 

That  is  what  Kelly  told  his  men. 
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And  I  did  American  labor  more  service  there  than  you  can  imagine. 

Mr.  Gardner.  But  you  had  no  strike  at  that  time,  you  say  f 

Mr.  Carnegie.  Not  at  that  time.    There  is  another  time 

Mr.  Gardner.  The  time  I  am  speaking  of  is  in  1887. 
'^  Mr.  Carnegie.  Now,  I  will  give  you  that  one.    But  I  am  not  so 
dear  about  the  details  of  that. 

Mr.  Gardner.  I  am  speaking  of  the  first  time  the  Pinkerton 
guards  were  ever  employeTat  yW  works. 

Mr.  Carnegie.  My  dear  sir,  Pmkeiton  guards  were  never  employed, 
except  when  I  was  away  in  Europe. 

Mr.  Young.  He  was  m  Scotland. 

Mr.  Gardner.  Not  at  this  time  that  I  am  speaking  of,  in  1887. 

Mr.  Carnegie.  We  had  to  make  a  rule  every  year.  The  men  had  a 
great  injustice.  Men  do  not  know  the  market.  They  do  not  know 
what  prices  we  are  getting  for  rails,  and  very  often  it  takes  them 
months  and  months — the  Amalgamated  Association — sitting  dow^n 
and  talking  about  a  strike,  and  everything  like  that;  and  we  are 
getting  hi^  prices  for  rails.  By  the  time  they  ask  for  an  increase 
of  wa^  we  are  able  to  show  how  low  they  have  gotten,  and  so  on. 

I  said  to  them  this,  '^  Let  me  give  you  a  point  for  labor.  You  make 
a  contract  for  us  for  three  years,  until  you  test  this.  I  want  you  to 
appoint  a  committee  of  three  of  your  workmen,  and  they  will  come 
to  the  office  and  they  will  be  shown  what  we  get  for  rails,  and  your 
wages  will  be  based  on  that  price;  and  wherever  we  get  a  dollar  a 
ton  additional  in  price  your  wages  will  go  up  and  you  will  gain  a 
great  advantage,  because  j^our  wages  will  go  up ;  and  when  the  price 
goes  down  your  wages  will  fall,  and  you  will  be  in  the  same  Doat 
with  your  employers." 

They  took  it  up  and  considered  about  it,  and  I  left  for  New  York* 
I  said,  "  That  is  all.  There  will  be  no  strike,  gentlemen.  We  will 
never  try  to  fill  our  works  with  new  men,  for  two  reasons :  First,  we 
never  could  ^t  such  men  as  you  are.^  It  is  the  scallawag^  that  are 
idle  and  looking  for  work  when  there  is  a  strike.  Do  not  be  alarmed. 
No  one  will  ever  have  your  places  here.    We  like  you  too  much." 

They  came  to  me,  a  committee,  at  New  York,  and  they  came  in 

Mr.  Gardner.  That  is  the  time  I  mean,  when  they  came  to  you  at 
New  York. 

Mr.  Carnegie.  That  was  very  interesting. 

Up  came  a  card  by  the  servant, "  So-and-so." 

I  said, "  Will  you  ask  them  if  they  have  acted  on  my  proposition  ?  " 
And  they  sent  up  word,  "  No." 

They  had  a  minister  with  them ;  I  forget  his  name.  They  sent  up 
word,  "  No ;  they  had  not.*' 

I  said,  "  I  told  them  I  would  not  see  them  again.  You  must  tell 
them  that  I  meant  what  I  said." 

He  went  down  to  tell  them  that,  and  I  said,  ^'  Well,  the  poor  fel- 
lows; I  will  see  them."  I  brought  them  in,  and  I  saia,  "  Now^  gen- 
tlemen, you  know  I  can  not  talk  with  you  about  the  matter.  I  nave 
told  vou  that  I  can  not  do  it."  And  I  said,  '^  Come  along  and  take 
a  walk." 

And  I  took  them  out  to  Central  Park  and  took  them  around,  and 
Mrs.  Carnegie  prepared  a  fine  luncheon  for  them,  and  we  had  a  nice 
time  together.  And  then  they  went  home.  And  they  told  the  men, 
"  The  boss  means  it ;  he  would  not  see  us." 
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Then  I  £ot  an  invitation  to  come  out  there  and  see  them,  and  I 
went  out  there  and  I  met  them.  There,  was  a  great  big  man  called 
McGuffey  that  Capt.  Jones  told  me  was  at  the  foundation  of  all  this. 
He  kept  a  liquor  saloon,  and  the  men  were  in  debt  to  him.  He  was  a 
bully.  I  was  sitting  at  one  end  of  the  table  and  he  sat  at  the  other 
end,  and  the  men  were  around.  I  said,  ^^  Gentlemen,  here  is  the 
program  that  we  propose  for  you ;  and  that  is  what  I  have  to  say  to 
you.  There  is  what  we  wish  you  to  try.  It  will  be  for  your  advan- 
tage. I  guarantee  that  you  will  all  like  it  better  than  anything  you 
have  ever  had." 

This  man  McGuffey  put  on  his  hat  to  go  out — ^this  bully.  I  said, 
when  he  was  putting  it  on,  '^McGuffey,  kindly  remove  your  hat. 
You  are  in  the  presence  of  gentlemen." 

And  I  kept  my  eye  on  hmi.  He  knew  that  if  he  took  off  his  hat 
he  would  not  have  much  influence  over  the  men  at  that  meeting  and 
if  he  put  it  on  he  would  have  to  go  out.  And  he  slowly  put  his  hat 
down. 

I  went  along,  and  they  agreed  to  what  I  said.  They  were  all  sat- 
isfied to  try  it 

Then  the  leader  of  the  assoeiation — ^the  union — said  to  me,  ^Mr. 
Carnegie,  we  want  you  to  do  us  a  great  favor.  We  want  you  to  let 
the  union  officials  sign  this  agreement.^' 

I  said,  "  Why,  certainly.  £very  one  of  you  take  a  long  page  and 
every  one  of  you  sign  it.  And,  now^  since  I  have  pledged  you,  I  have 
a  little  request  to  make  of  you.  This  is  for  three  years.  Your  Amal- 
gamated Association  only  covers  one  year,  and  some  of  your  men 
might  sav  you  had  no  autnority  to  sign.  So  I  will  ask  you  kindly  to 
all  sign  for  me." 

And  I  heard  this  man  turn  around  any  say,  "Begorra,  the  jig 
isup.** 

They  accepted  it  and  signed  it    And,  gentlenien,  that  same  agree- 
ment IS  running  to-day  to  the  entire  satisfaction  of  the  men,  and 
they  have  never  had^particle  of  trouble. 
'  Mr.  Gardner.  Then  you  did  not  have  any  strike  on  that  occasion? 

Mr.  Carnegie.  Oh^  ves ;  they  stopped. 

Mr.  Gardner.  I  will  read  you  a  sentence : 

Tbe  works  were  closed,  but  there  was  not  an  outbreak,  or  anythiag — 

This  is  fr<Hn  a  book  that  I  know  does  not  meet  with  your  approval, 
and  probably  does  not  in  the  least  do  you  justice,  but  at  the  same 
time  there  is  documentary  evidence  in  it  that  is  of  value.  I  refer  to 
Mr.  Bridge's  book  on  the  history  of  the  Carnegie  Steel  Co. 

Mr.  Carnegie.  I    might    tell    you    something    about    Bridge. 

[Laughter.] 
Mr.  Gardner.  Very  possibly ;  but  I  am  trying  to  get  information. 

He  says: 

« 

Under  the  protection  of  Pinkerton  guards— 

This  was  in  the  end  of  1887— 

tbe  works  were  then  pnt  In  operation  by  nononion  men. 

That  is,  directly  aft^  yon  had  gone  to  Atlantic  City,  after  this 
meeting  in  New  York,  according  to  this  account — 

The  nsoal  disorders  took  place,  resulting  In  a  slight  loss  of  life,  but  eventuaUy 
the  contest  was  won  bjr  the  company.    The  struggle  lasted  from  December,  1887, 
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till  Bfoy,  1868<    ThuB  ended  ike  eigbt-hoor  day  in   a   atglit   of  sorrow  dnd 
suffering. 

Were  Pinkerton  guards  employed  at  that  time  ? 

Mr.  Caensgi]^.  I  nerer  heard  ot  such  a  thing.  The  meti  acce|yted, 
and  I  left  fbr  New  York.    I  never  heard  of  it,  and  I  do  m)t  bdieve  it. 

There  were  guards  at  Homestead,  of  conrse. 

Mr.  Gardner.  Were  you  at  Atlantic  City? 

Mr.  Carnegxew  I  had  been  there. 

Mr.  Gardner.  During  tiiis  time,  were  you  kdj^t  in  close  toildi  witk 
your  cousin,  George  Lauder,  who  has  been  mentioned  this  afternoon  f 

Mr.  Carhrgie.  Not  m  dksse  tdnchw 

Mr.  Oarrnbr.  So  t&at  those  Pink^rtons  wM*ef  eaga;g&i  witbotit 
your  having  knowledge  of  it? 

Mr.  Carniwie.  Tb^  wer«  emgagied  without  lAf  kndwledgeb  I 
lienrer  heard  of  it  until'  now,  as  fi^r  as  I  remember. 

We  would  havd  no  use  for  Pinkerton^  Wei  hfi^  no  ne^  ihaL  Ti 
was  our  own  men  coming  back.    That  is  a  sure  blunder. 

Yoti  will  see  that  point.   It  was  our  own  men,  all  eoming'  bttek. 

People  have  said  that  I  broke  up  the  union.  I  ggPe  tK^  ulikm 
o&iais  the  rijglit  to  sim*  the  paper,  and  ttiey  £d  Am  th&n  I  aB^ied 
die  men  to  sign.  And  that  agreemeoit  i^  niiMittg  jMcfWj  genttomeii, 
and  i^  has  never  been  touched. 

It  is  astoBiidling  what  yoii  ean<  do  foi  woi'kmmi  wheii  yo\i  gM  tii^ 
oonfidmiGe.   I  kaTci  ne9ep  bad  any  trouble  with  tfaim.- 

Mr.  GukKiA^EBb  This  book  stfys  tiMtt— 

TTttder  th6  protection  of  ^InkertDn  ifaards  the  Wof k&(  9r&te  ifdW  ffvit  in  d£»erattair 
Iff  nodiMieii  men. 

Mr.  Carnegie.  At  that  strike? 

Mr.  Gardner.  Yes.  I  know  nothing  about  the  accuracy  of  (&is, 
of  course. 

Mr.  Carkegis.  I  have  never  read  the  book,  aiid  would  not  i^esid'  it 
or  have  anything  to  do  with  it ;  not  have  I  made  any.  reply  to  it. 

Mr.  Gardner.  Do  you  testify  that  Pinkertons  were  never  emploj^ 
in  your  company  prfor  to  1892,  at  anv  strike? 

Mr.  Carnegie,  to  my  best  knowledge  and  bdief ,  I  never  hearS  of 
such  a  thing.  And,  ot  course,  I  did  not  knoW  that  fhey  Were  eOir 
ployed  at  Homestead,  at  the  time. 

Mr.  Gardner.  Mr.  Chairman,  this,  I  Will-  admit,  is  extx^neonitr  to 
our  instructions  from  die  Houses  and*  if  anybody  olqedks  tb  nSy»  gpi^fL 
out)  ance  we  have  introduced  the  labor  question,  I  will  stop;  I  had 
no  intention  of  doing  it,  because  I  think*  it  is  raking  over'  ^d  a^rad. 

Mr.  BEEn,  Sr.  W«  do  object  to  that,  because  it  ist  hardly  isit  ta  Mr. 
Carnegie. 

Mr.  Gardner.  I  confess  I  tiiixik  it  was  an  oiiiiaBi(Ai-''^'aiid'  I>  do  liot 
say  this  in  any  demagogic  sense — that  we  were  not  instructed  in  the 
resolution  to  inquire  mto  the  labor  question.  I  think  we  should  haVe 
been  so  instructed,  but  we  were  not  instructed  to  do  so ;  and,  on  objec- 
tion, I  will  withhold  any  further  questions  oti  that'  sitiiatioii; 

The  Chairman.  I  think,  under  the  cost  o^  pToducticAi  and  itfidw  a 

Sood  many  thinssj  this  general  rescdution  probably  oovors  iU  We 
iscussed  it  in  me  Bulee  Committee  at  die  time,  and  we  concluded 
that  the  language  is  sufficiently  broad  to  enable  us  to  investi^te  the 
operation  of  the  company,  and  in  that  connection  we  certaimy  luive 
the  right  to  investigate  labor  conditions  of  the  Steel  Corporation. 
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Whether  we  would  have  a  right  to  investigate  labor  coiKfitions  prio^ 
to  that,  is  a  question. 

Mr.  Gahdnsr.  That  is  what  I  meant.  We  have  authority  to  inves- 
tigate present-day  cost  of  production. 

If  we  are  going  on,  Mr.  Chairman,  I  think  that  you  should  sub- 
p<Bna  Mr.  Bridge  to  tell  where  to  get  this  infbrmation  here. 

The  Chaibman.  He  is  here. 

Mr.  GABDNtt.  Yes.  I  see  him  here*  I  mean  to  say  tfcat  I  think 
we  ^ould  find  where  his  mfomiation  comes  from,  if  we  are  going 
into  this  Homestead  ouestion.    I  am  perfectly  willing  to-suspend  on  it 

The  Chairsan.  Allow  me  to  be  undersftbod.  It  is  almost  unkind 
to  keep  Mr.  Carnegie  at  these  sessions  for  such  a  length  of  time,  and 
I  am  going  to  consult  his  convenience  in  the  matter,  even  befcire  I 
do  that  of  the  eommittee. 

Would  it  be  sartisf aetory  to  you,  M!r.  Cftmegle,  to  go  on  fbr  an 
hoer  or  two^  or  would  you  prefer  to  come  again  to-morrow  momingf 
"Mt.  CAHKBons.  It  would  suit^  me  to'  ^  on. 

Jiir.  Reed.  On  that  labor  question :  Mr.  Carnegie  has  been  testify- 
ing, of  oom^  preMy  generally  ad  tky  all  the  opcwitionfi  of  the*  rfd 
Gam^e  Steel  Co.,  and  I  have  not  Mt  in<^ned  to  inOerrupt  with 
questions  or  objeetfens-  as  t^  die  operatifim  of  the  old'  e(»tipft&y.  Buf 
certainly  we  ^  not  want  to  launch  into  a  general  discusmm  of  labor 
conditions  at  that  time,  and  the  wide  questions  thiat  snch  a  discus- 
sion  will  open  up. 

The  CHamacAK.  I  will  sav  tb  Mr.  Blsed  i^<l  mv  question  is^  in 
my  opinion,  emittMitiy  pertinent.  We  will  im^esligat^.  befbre  we' 
get  through,  the  propriety  and  the  effectiveness  of  a  12-n(iiip  day  in 
the  manunetinre  of  stbel. 

I  wanted  Mr;  Camegiel's  c^inion  and  used  this  statem^it  of  Ca^t 
Jones  simply  as  introductory  to  the  effectiveness  and  the  prftctical)!^ 
ity  of  wooing  me»  8  hou»  a  day  in  a  steel  plant.  Tnat  is  emi- 
nently pertinent  to  Mlis  mcj^uiry  and,  as  I  understand  it^  ip  entirely 
proper  and  aitirely'  admissible. 

I  am  free  to  say  that  while  I  should  be  deli^kted  to  bear  from 
Mr.  Carnegie-  anythjng  that  he  cares  to  say  wtth  refei^enoep  to  the 
details  of  that  trouble  at  Hx»nestead,  which  is  a-  matter  of  great 
public  interest,  at  the  same  time  I  dkwbt  its  admissibility. 

Mr.  Gahonvk.  I  quite  agree  with  you.  The  strike  of  1887  in- 
volved that  question  of  a  three-shift  day.  Yonr  question  was  abso- 
lutely pnoper,  Mr.  Chiairman.  You  wew?  trying  to  dewlop  tihe  pos- 
sibility of  running  a  steel  concern  on  a  three-platoon  basis,  and, 
incidentally,  yon  took  Capt.  Jones^  eitperimettt,  and  I  went  on  be- 
cause that  wa»  the  issue,  or  partly  the  issue  of  that  strike.  When 
I  got  to  the  end  of  that  strike,  before  goimg  further  in  the  Home* 
stead  strike^  T  pointed  out  the' distinction,  myself,  and  I  quite  agree 
that  the  Homestead  strike  is  outside  of  the  question  that  we  ai%  dis"- 
cussing;  But  if  we  are  going,  into  the  Homestead  strike,  then  I 
want  to  hear  both  sides. 

The  CfiAnacaiii  In  that  ewnt,  even  now,  as  far  as'  we  have 
gone,  it  would  be  perfectly  prt)per  for  Mr:  Bridge  to  slate  his 
authority  fbr  that  statement:  That  would  be  a  matteif  of  justice 
to  all  parties  concerned,  outside  of  the  admissibility  of  the  evidence. 

The  chairman  is  frank  to  say  that  it  may  not  be  the  proper  course 
to  pursue,  but  the  chairman  has  hesitated,  as  the  committee  well 
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knows,  to  object  to  a  question  because  of  its  inadmissibility,  as  he 
would  do  if  he  were  a  jud^e. 

In  a  trial  in  a  court  of  justice,  the  court  must  act  on  matters  af- 
fecting directly  the  property  or  the  life  of  an  individual  or  a  cor- 
poration, and  it  is  highly  proper  that  the  court,  in  that  case,  should 
rigidly  guard  th^  question  of  the  admissibility  of  evidence. 

We  are  making  a  broad  and  general  inquiry,  not  for  the  purpose 
of  determining  the  rights  of  any  individual  or  corporation,  oecause 
we  can  not  punish  anybody  or  anything;  but  for  the  purpose  of 
obtaining  valuable  information  to  guide  us  in  suggesting  such 
amendments  to  existing  laws,  or  the  repeal  of  existing  laws^  or  the 
passage  of  new  legislation,  to  meet  the  present  acute  condition  of 
affairs  in  the  industrial  world. 

For  that  reason  I  think  a  broader  scope  is  permissible,  and  I 
have  tried,  as  chairman  of  this  committee,  for  that  reason,  to  be  as 
patient  of  those  digressions,  almost,  perhaps,  as  the  committee  has 
been  patient  with  the  chairman  when  he  got  over  the  line,  if  he 
ever  did. 

Mr.  YouNo.  I  have  not  felt  at  all  like  objecting  to  these  questions 
along  this  line,  but  it  rather  seems  to  me  that  they  have  nothing  to 
do  with  the  investigation  with  which  we  are  charged. 

The  Chairman.  What  is  that?    The  Homestead  matter! 

Mr.  Young.  Yes. 

The  Chairman.  I  agree  with  yon.  ^ 

Mr.  Young.  And  that  if  objection  is  made  on  the  part  of  the  Steel 
Corporation  or  anybody  interested,  I  should  rather  doubt  the  pro- 
priety of  going  into  it  at  this  time  any  further. 

The  Chairman.  That  is  exactly  what  the  chairman  tried  to  say, 
in  the  most  delicate  way  he  could;  and  Mr.  Gardner  invited  the 
opinion  of  the  Chair. 

Mr.  Gardner.  I  move  that  Mr.  Carnegie  be  excused,  unless  ihere 
is  something  further  from  other  members  of  the  committee. 

The  Chairman.  There  are  one  or  two  members  of  the  committee 
who  desire  to  ask  questions  of  Mr.  Carnegie. 

Mr.  Gardner.  I  am  through  with  my  examination,  Mr.  Chairman^ 

The  Chairman.  I  want  to  defer  to  the  convenience  of  Mr.  Car- 
negie.  I  think  we  should  conclude  this  examination  in  a  short  time ; 
but  if  he  prefers  to  return  in  the  morning  that  will  be  entirely  agree- 
able to  me,  as  I  am  sure  it  will  be  to  the  committee. 

Mr.  Carneodb.  Bather  than  bring  you  back  in  the  morning,  I 
would  stay  now. 

I  understand  you  have  got  m^  statement  that  never,  until  this 
moment,  have  I  ever  heard  that  it  was  necessary  to  use  any  offioers 
at  Edgar  Thompson  when  the  old  men  came  back.  I  left  for  Ne^w 
York  that  evening,  of  course,  and  I  never  until  this  moment  heard 
of  that. 

Mr.  Rebd,  Sr.  I  understand  that  that  has  all  been  concluded. 

Mr.  Reed.  On  this  matter  of  the  Homestead  strike  and  the  con- 
troversy we  get  into  between  Mr.  Bridge  and  Mr.  Carnegie,  it  has  not 
anything  to  do  with  the  inquiry,  as  I  see  it. 

The  cnairman  offered  a  part  of  that  book  in  evidence  this  morning 
and  I  noticed  that  he  carefully  excluded  all  reference  to  that  H<mi«. 
stead  strike. 
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It  can  not  help  the  committee  or  Congress  or  anybody  to  go  into 
a  controversy  between  these  gentlemen  on  this  subject. 

The  Chaibman.  The  chairman  of  this  committee  has  always  made 
this  an  invariable  ri^e.  For  instance,  there  was  a  statement  made 
here  by  Mr.  Martz,  as  vou  remember,  which  touched  the  accuracy  of 
certain  statements  made  b}r  Mr.  Cotton,  an  attorney.  I  did  not  see 
anjrthing  very  heinous  in  it  one  way  or  the  other,  but  Mr.  Cotton 
wanted  an  opportunity  to  appear  here  and  vindicate  his  honor,  and 
he  did  api>ear.  He  wanted  to  talk  about  his  personal  integrity,  and 
I  very  patiently  heard  Mr.  Cotton  discuss  his  personal  integrity  for 
some  half  a  day.  And  I  would  have  been  here  yet  if  he  felt  that  his 
personal  integrity  needed  still  further  defense.  He  is  satisfied,  and 
I  am.  And  ne  was  very  kind  and  thanked  the  chairman  for  the 
opportunity  to  come  here. 

The  chairman  introduced  a  part  of  Mr.  Bridge's  book,  and  sub- 
mitted the  book,  before  doing  so,  to  Mr.  Carnegie's  attorneys  to  see' 
that  nothing  appeared  in  evidence  here  touching  upon  any  contro- 
versy between  Mr.  Carnegie  and  Mr.  Frick.  It  is  simply  the  docu- 
mentary history  in  which  we  are  interested. 

This  question  has  reached  the  point  when  the  accuracy  of  the 
statements  in  the  book  is  questioned,  and  I  shall,  of  course,  permit 
Mr.  Bridge  to  give  us  his  authority  for  those  statements. 

Mr.  Reed.  It  did  not  seem  to  me  that  it  was  necessarv  that  even 
that  should  be  done. 

The  Chairman.  It  is  due  the  witness 

Mr.  Beed.  No  substantial  controversy  has  developed  as  yet  between 
Mr.  Carnegie  and  Mr.  Bridge. 

Mr.  Bridge.  Mr.  Chairman,  I  want  to  say  a  word 

The  Chairman.  One  moment.  Just  let  me  ask  you  this:  What  is 
the  authority  for  the  statements  contained  in  the  book  which  has 
been  referred  to? 

jMr.  Bridge.  John  Walker,  chairman  of  Carnegie,  Phipps  &  Co., 
gave  me  the  facts  which  I  afterwards  verified  by  the  public  records 
in  Pittsburgh  and  the  newspapers  in  Pittsburgh,  as  to  the  results  of 
that  strike  and  the  Pinkertons  being  present.  I  simply  confirmed 
Mr.  Walker's  statements  as  regards  dates,  by  reference  to  news- 
papers and  the' public  prints  at  Pittsburgh.  John  E.  Walker  was 
chairman  of  Carnegie,  Phipps  &  Co. 

Mr.  Reed.  You  are  speaking  of  the  strike  of  1887  ? 

Mr.  Bridge.  Yes. 

Mr.  Carnegie.  You  have  my  answer — that  that  is  the  first  time  I 
ever  heard  it. 

The  Chairman.  I  understand.  There  is  no  controversy  between 
you  and  Mr.  Bridge. 

Mr.  Carnegie.  I  returned  to  New  York  that  night.  What  they 
did  with  officers  at  the  Ed^r  Thompson  works,  when  the  old  men 
were  taken  back,  I  can  not  imagine. 

Mr.  Reed,  Sr.  There  is  no  dispute  between  them,  Mr.  Chairman. 

Mr.  BRmoE.  There  is  not  a  single  fact  mentioned  in  that  book  that 
was  not  submitted  to 

Mr.  Young.  I  do  not  think  we  should  go  into  that  any  further, 
Mr.  Chairman. 
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The  Chairman.  I  want  to  say  this :  I  do  not  think  there  is  any  con- 
troversy between  Mr.  Carnegie  and  Mr.  Bridge,  because,  as  I  under- 
stand, and  this  book  so  states,  at  the  time  of  the  Homestead  strike 
Mr.  Carnegie  was  in  Europe.  Mr.  Frick  was  in  business  at  that 
time 

Mr.  Gardner.  That  opens  up  another  line  of  discussion. 

Mr.  Beed.  I  object  to  the  other  line  of  discussion  as  being  irrele- 
vant to  the  inquiry  here. 

The  Chairman.  I  do  not  want  to  bring  Mr.  Frick  into  it.  I  dis- 
like a  controversy.    That  is  all. 

Mr.  Gardner.  So  do  I. 

The  Chairman.  I  thought  that  was  a  matter  generally  known — 
universally  known. 

Mr.  Gardner.  But  I  have  here  copies  of  alleged  cablegrams-; 

Mr.  Eeed,  Sr.  We  object,  Mr.  Chairman 

The  Chairman.  Communications  between  them  during  the  strike? 

Mr.  Reed,  Sr.  In  behalf  of  the  Steel  Corporation,  which  has  noth- 
ing to  do  with  this  at  all,  I  object  to  the  continuance  of  the  inquiry 
into  those  matters. 

Mr.  Young.  I  think  they  should  not  be  gone  into  any  further. 

Mr.  Gardner.  I  agree  with  that,  but,  of  course,  when  one  party 
makes  a  comment  there  has  to  be  an  answer. 

Mr.  Eeed,  Sr.  How  much  longer  would  it  take  to  finish  Mr.  Car- 
negie's examination,  Mr.  Chairman?    Do  you  think  you  can  finish 
in  half  an  hour  or  so;  in  15  or  20  minutes? 
.  -^he  Chairman.  I  think  we  shall  be  able  to  finish  very  soon. 

I  do  not  mean  to  state  categorically  that  Mr.  Carnegie  knew  or 
did  not  know  anything  about  the  strike.  I  simply  wish  to  state  that 
it  is  unnecessary  to  go  any  further  with  this  inquiry,  because  be- 
tween the  allegations  as  read  by  Mr.  Gardner  and  the  statements 
by  Mr.  Carnegie  I  see  no  conflict. 

Mr.  Carnegie,  I  believe  you  stated  that  when  this  $2,000,000  op- 
tion was  put  up  to  cover  the  purchase  of  the  $250,000,000  price  you 
demanded  $2,000,000  deposit  as  evidence  of  good  faith? 

Mr.  Carnegie.  When  Mr.  Frick  came  to  me  and  said  the  parties 
wished  an  option  upon  our  works  at  $250,000,000 — ^was  it?  Yes; 
that  excluded  the  Frick  matter,  which  was  $70,000,000,  which  was 
included  afterwards.  I  said,  "  Who  are  they  ?  I  wish  to  know  what 
bankers  are  to  handle  this." 

He  said  that  he  had  pledged  himself  that  he  was  not  to  reveal  their 
names.  Then  I  said,  "  In  tlmt  case,  Mr.  Frick,  as  an  evidence  that 
they  are  bankers  of  responsibility,  I  think  we  should  require  $2,000,- 

000  payment  for  the  option." 

He  said  he  thought  they  would  give  that,  and  it  was  so  arranged. 

1  was  then  about  to  sail  for  Europe. 

The  Chairbian.  I  do  not  mean  to  go  into  that  detail.  I  just  want 
to  see  if  I  understand  you  correctly.  I  believe  you  stated  that  you 
did  not  know  at  any  time  that  your  partners  had  any  interest  in 
that  option? 

Mr.  Carnegie.  No,  sir.    I  did  not  suspect  it. 

The  Chairman.  Did  you  not  receive  $1,180,000?  Was  not  that  tbe 
amount  ? 

Mr.  Carnegie.  Of  my  partners'  interest  in  the  option? 
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The  Chairman.  No.  Was  not  the  amount  put  to  your  credit  when 
the  option  was  not  carried  through,  $1,180,000  instead  of  $1,000,000, 
as  has  been  stated  here  before  ? 

Mr.  Carneoie.  I  was  speaking  for  my  partners  and  myself  as  a 
whole,  that  we  should  not  give  an  option  to  unknown  persons,  and 
that  we  should  be  sure  that  tliey  wftre  bankers  of  ability,  and  that  the 
firm  should  ask  $2,000,000;  and  it  was  Mr.  Frick  that  asked  the 
$2,000,000,  through  me.  Aiid  they  agreed.  Then,  as  I  was  about 
to  sail  for  Europe,  I  executed  a  power  of  attorney,  giving  Mr.  Frick 
and  Mr.  Phipps  the  power,  as  my  attorneys,  to  transfer  my  interest 
if  the  option  was  complied  with. 

When  I  returned  from  Europe  I  found  that  they  had  deposited 
the  amount  due  me,  which  I  got 

The  Chairman.  Which  was  $1,180,000,  was  it  not? 

Mr.  Carnegie.  I  think  so.    About  that. 

The  Chairman.  Did  you  not  know  at  that  time  that  a  part  of  that 
money  was  contributed  by  your  partners?  Were  you  not  told  that 
at  that  time? 

Mr.  Carnegie.  Part  of  what  money? 

The  Chairman.  A  part  of  the  $1,180,000  that  was  put  up"  for  that 
option. 

Mr.  Carnegie.  I  was  in  Europe,  and  I  did  not  hear  anything.  I 
sailed  before  the  option  money  was  depjosited. 

The  Chairman.  Were  you  not  told  in  Europe  that  your  partners 
had  put  up  a  part  of  that  money  ? 

Mr.  Carneoeb.  When  the  option  was  not  executed,  I  lost  all  in- 
terest in  it,  and  thin^  that  came  to  me  bearing  upon  it  I  never  read. 

The  Chairman.  Did  you  not  stipulate  at  the  time,  or  promise  at 
the  time,  or  make  a  statement  at  the  time,  or  send  a  letter  from 
Europe  at  the  time,  stating  that  if  your  partners  had  put  up  any  of 
this  money  they  would  be  refunded  their  portion  of  the  money? 

Mr.  Carnegie.  I  do  not  remember  that  at  all. 

The  Chairman.  I  will  hand  you  a  letter  here,  and  ask  you  if  this 
is  not  in  your  handwriting,  containing  a  statement  with  reference  to 
this  option,  that  you  will  demand  this  money  and  that — 

Of  course  any  part  paid  by  my  partners  I  shall  refund. 

I  will  ask  if  that  is  in  your  handwriting?  That  is  a  photographic 
copy  of  the  letter  [handing  paper  to  Mr.  Carnegie]. 

The  main  part  of  it  is  written  by  an  amanuensis,  but  the  line  across 
the  middle  is  what  I  refer  to.  I  will  ask  you  if  that  is  not  in  your 
handwriting? 

Mr.  Carnegie.  Yes;  of  course.  I  have  never  seen  this  since  I 
wrote  it.     I  wrote  this.    I  shall  have  to  study  it  a  moment. 

I  never  knew  of  the  deposit  of  my  money  until  I  came  back,  and 
no  partner  ever  asked  me  for  any  money  that  I  can  think  of. 

The  Chairman.  I  asked  that  not  because  I  cared  to  detect  any  in- 
accuracy in  your  statement ;  but  if  Mr.  Frick  was  interested  in  that 
$2,500,000  option  and  put  up  that  $2,000,000,  or  a  part  of  it,  and  a 
^considerable  part  of  it,  and  then  failed  to  get  the  money,  it  is  a  very 
vital  point  in  this  case  to  show  whether  those  works  were  worth 
$250,000,000  at  that  time  or  not  For  that  reason  I  am  anxious  to 
know  what  connection  Mr.  Frick  had  with  this  option. 

Mr.  Carnegie.  I  will  tell  you.  When  they  could  not  raise  the 
other  money — I  must  just  tell  you  what  partners  told   me — Mr. 
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Schwab  would  know  everything  about  it,  and  all  the  details  and 
everything,  and  could  explain  it  very  much  better  than  I  can.  I  was 
informed  that  Mr.  Phipps  and  Mr.  Frick  then  thought  they  would 
come  to  Mr.  Moore's  rescue  and  enable  him  to  get  the  option  money. 

The  Chairman.  Mr.  Schwab  and  Mr.  Frick  were  trying  to  help 
Mr.  Moore  get  his  option? 

Mr.  Carnegie.  Not  Mr.  Schwab ;  Mr.  Phipps. 

The  Chairman.  Mr.  Phipps  and  Mr.  FricK  ? 

Mr.  Carnegie.  Yes. 

The  Chairman.  The  Moores  are  the  people  that  had  organized 
the  sheet-steel  company 

Mr.  Carnegh;.  I  will  tell  you  how  they  did  it.  They  went  to  each 
of  their  partners  and  said :  "We  can  not  set  the  other  option  mone^ ; 
the  other  million;  and  we  wish  you  to  forego  your  portion  of  tiiis 
$2,000,000." 

And  all  my  partners  agreed  to  do  so,  and  that  amounted,  if  my 
memory  is  right — and  thm^  I  do  remember  I  think  I  get  right — 
that  amounted  to  $870,000.   l  ou  understand  ? 

The  Chairman.  Yes. 

Mr.  Gardner.  $830,000,  was  it  not? 

Mr.  Carnegie.  $830,000;  yes.  Whereupon  Mr.  Phipps  and  Mr. 
Frick  made  an  agreement  with  Mr.  Moore  that  they  were  to  be  cred- 
ited with  the  $1,870,000, 1  think,  and  they  put  up  $170,000,  Mr.  Phipps 
and  Mr.  Frick,  and  they  were  to  be  credited  with  that.  Whereupon 
they  went  on. 

1  can  only  state  what  I  heard  in  regard  to  this,  that  Mr.  Frick  and 
Mr.  Phipps  for  that  advance  were  to  ^et  each  a  large  sum  of  mdney. 
They  went  into  partnership  with  Moore  Bros,  in  this  option,  as 
it  were,  and  when  the  thing  was  floated  they  were  to  get  from  Moore 
Bros,  each  a  large  sum.  I  can  not  trust  myself  with  the  figure, 
but  if  I  were  asked  what  I  thought  it  was  I  would  say  it  was  half  a 
million  dollars  each. 

Mr.  Gardner.  Do  you  mean  half  a  million  dollars  or  $5,000,000? 
You  said  $5,000,000  the  other  day,  I  think. 

Mr.  Carnegie.  Now,  it  may  be  half  a  million  or  it  may  be 
$5,000,000.    I  think  I  said  five  millions,  did  I  not? 

J^,  Gardner.  I  think  you  said,  day  before  yesterday,  $5,000,000. 
Anrl  right,  Mr.  Reed ? 

Mr.  Beed,  Sr.  $5,000,000  of  the  stock  of  the  new  company  was  to 
go  to  them,  he  said. 

Mr.  Gardner.  Was  it  $5,000,000  each,  or  was  it  $5,000,000  in  all. 
Mr.  Reed? 

Mr.  Reed,  Sr.  I  do  not  know. 

Mr.  Carnegie.  Well,  gentlemen,  that  is  the  best  of  my  recollection. 

The  Chairman.  Mr.  Seed,  you  read  better  than  I  do.  I  widi  you 
would  read  into  the  record  that  letter  from  Mr.  Carnegie. 

Mr.  Reed,  Sr.  There  is  only  a  part  of  it  here. 

The  Chairman.  Yes;  I  know.  Just  read  the  part  that  is  there, 
please. 

Mr.  Reed,  Sr.  (reading) : 

I  see  no  reason  why  promoters  of  the  new  company,  who  are  going  to  make 
large  profits,  should  escape  paying  one  cent  of  what  to  legally  due,  and  I  must 
ask  you  to  be  guided  by  counsel  in  the  matter.    Do  not  transfer  the  property 
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until  my  legal  rights  are  fully  realized,  which,  I  think,  means  that  the  option 
money  has  something  to  do  with  the  purchase  money. 

Very  respectfully,  yours,  Aitdbew  Gaunboik. 

P.  S.^The  first-mortgage  bonds,  of  course,  have  a  proper  sinking  fund,  other- 
wi^  the  coke  and  ore  may  be  worked  out  before  they  mature. 

A.  0. 
Of  course  any  part  paid  by  my  partners  I  shall  refund. 

Mr.  Cabneoie.  Yes,  gentlemen.  I  am  willing  to  refund  to  all  of 
them  to-day;  but  if  Mr.  Frick  ana  Mr.  Phipps  entered  into  a  contract 
with  Moore  Bros,  by  which  they  assumed  to  make  $5,000,000  apiece, 
and  never  told  me  about  it,  why  I  do  not  think  that  I  am  obligated 
to  pay  them  anything  now. 

The  Chairman.  I  am  not  intimating  that  you  are,  Mr.  Carnegie. 
It  was  not  for  that  purpose.  I  do  not  want  to  go  into  that  contro- 
versy. 

iir.  Reed,  Sr.  I  still  think  we  are  getting  outside  the  scope  of  the 
inquiiy,  Mr.  Chairman. 

The  Chairman.  I  stated  my  purpose  in  the  beginning.  I  am 
anxious  to  find  out  the  value  ot  this  Carnegie  Co.'s  properties. 

Mr.  Reed,  Sr.  Yes. 

The  Chairman.  If  Mr.  Frick  and  Mr.  Phipps  and  Moores  took 
the  option  and  failed  to  raise  the  $250,000,000  for  the  properties, 
it  is  a  vitally  material  fact  or  incident  in  connection  with  the  effort 
to  ascertain  the  real  value  of  these  properties. 

Mr.  Reed,  Sr.  Quite  correct;  but  whether  he  repaid  this  option 
money  to  his  partners  or  not  has  nothing  to  do  with  the  inquiry,  I 
think. 

The  Chairman.  I  care  nothing  for  that. 

Mr.  Carnegie.  They  have  never  asked  me  foi>  anything. 

The  Chairman.  You  say  that  Mr.  Carnegie,  up  to  this  time,  has 
never  connected  his  partners  with  the  option  at  all? 

Mr.  Reed,  Sr.  He  has  explained  that  he  understands  they  raised 
the  $170,000. 

Mr.  Young.  Perhaps  Judge  Reed  can  tell  us  who  actually  was 
interested  in  the  option. 

Mr.  Reed,  Sr.  i  had  nothing  to  do  with  it.  I  only  knew  it  was 
worked  through  Judge  Moore,  and  that  Mr.  Frick  and  Mr.  Phipps 
were  interested  to  a  certain  extent;  I  think  to  the  extent  of  tnat 
$170,000. 

Mr.  McGillicuddy.  When  did  you  first  negotiate  with  Mr.  Morgan 
and  his  syndicate  for  the  purchase  of  your  properties,  with  a  view  to 
the  formation  of  the  United  States  Steel  Corporation  ? 

Mr.  Carnegie.  I  never  negotiated  with  Mr.  Morgan  at  all,  nor  saw 
him  nor  heard  from  him  nor  any  of  his  men.  Mr.  Schwab  came 
tome 

Mr.  McGillicuddy.  Can  you  give  me  the  date? 

Mr.  Carnegie.  No  ;  I  can  not  give  you  the  date. 

Mr.  McGillicuddy.  Tell  me,  as  nearly  as  you  can,  about  what  year 
it  was. 

Mr.  Carnegie.  Gentlemen,  I  do  not  think  it  was  a  week  before  the 

option  was  taken.  ' 

Mr.  McGiLLrcuDDY.  When  was  the  option  taken  ? 
Mr.  Carnegie.  That  I  do  not  know. 
Mr.  McGillicuddy.  Some  time  in  1899  ? 


2536  UNITED  STATES  STEELi  COBPORATION. 

Mr.  Reed,  Sr.  You  mean  the  formation  of  the  Steel  Corporation  ? 

Mr.  McGiLLi CUDDY.*  No ;  I  know  that  was  in  1901. 

When  did  he  first  commence  to  negotiate  with  the  Morgan  people 
to  take  over  these  properties,  with  a  view  to  the  formation  of  the 
Steel  Corporation? 

Mr.  Reed,  Sr.  Mr.  Carnegie  ? 

Mr.  McGiLLicuDDY.  Yes. 

Mr.  Carnegie.  I  never  negotiated  with  him. 

Mr.  McGiLLicuDDY.  Who  did  negotiate  with  him  for  you?  Some- 
body must  have  done  so,  because  you  got  together. 

Mr.  Carnegie.  Mr.  Schwab  came  to  me,  as  I  have  told  you  plairily 
heretofore. 

Mr.  McGiLLicuDDY.  I  want  to  know  when  that  was. 

Mr.  Carnegie.  I  can  not  give  you  the  date. 

Mr.  McGiLLicuDDY.  Can  you  tell  somewhere  near  when  it  was? 

Mr.  Carnegie.  It  was  near  January,  1901,  so  the  judge  says.  It 
was  near  there,  somewhere. 

Mr.  McGiLLicuDDY.  Were  there  not  any  negotiations  as  early  as 
1900  with  reference  to  that  ? 

Mr.  Carnegie.  I  never  heard  of  them. 

Mr.  McGiLLicuDDY.  In  the  year  1900  you  were  taking  a  very  de- 
cided interest  in  the  political  situation  and  opposed,  I  believe,  to  the 
policy  of  imperialism  ? 

Mr.  Carnegie.  Yes,  sir. 

Mr.  McGiLLicuDDY.  You  were  very  much  interested  in  that? 

Mr.  Carnegie.  I  urged  Mr.  McKinley  never  to  have  anything  to 
do  with  it.    If  we  had  to  do  it  to-day  I  do  not  think  we  would. 

Mr.  McGiLLiCLTDDY.  For  that  reason,  being  so  much  opposed  to  the 
policy  of  imperialisin,  you  were  opposed  to  Mr.  McKintey's  nomina- 
tion and  election? 

Mr.  CARNfioiE.  No,  sir.  I  never  was  opposed  to  Mr.  McKinley  for 
anything. 

Mr.  McGiLLicuDDY.  In  January  of  that  year  did  you  meet  with 
some  anti-imperialists  and  agree  to  put  up  $25,000  if  they  would 
put  up  an  equal  sum,  to  be  expended  in  preventing  his  nomination 
and  election? 

Mr.  Reed,  Sr.  That  is  objected  to,  Mr.  Chairman,  as  irrelevant  to 
this  whole  inquiry. 

Mr.  McGilucuddy.  It  is  not  irrelevant.  It  leads  up  to  the  forma- 
tion of  this  corporation. 

Mr.  Reed.  I  fail  to  see  the  connection. 

The  Chairman.  You  will  connect  it,  Mr.  McGillicuddy? 

Mr.  McGillicuddy.  Yes. 

Mr.  Reed.  Does  the  committee  overrule  my  objection? 

The  Chairman.  I  overrule  the  objection,  and  if  any  of  the  com- 
mittee  

Mr.  Reed.  That  is  all  I  have  a  right  to  ask,  Mr.  Chairman.  The 
chairman  speaks  for  the  committee,  as  far  as  I  am  concerned. 

The  Chairman.  You  understand  our  procedure  here? 

Mr.  Reed.  Yes. 

Mr.  Carnegie.  I  am  not  sure.     I  can  not  tell  you.     I  have  no 

? resent  recollection.    I  was  chiefly  opposed  to  the  acquisition  of  the 
Philippines;  but  I  can  not  believe  that  I  ever  thought  that  was  suffi- 
cient to  cause  me  to  oppose  Mr.  McKinley  for  President. 
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Mr.  McGiLLicuDDY.  Do  you  not  remember  that  meeting  in  Januaiy, 
when  you  agreed  to  make  a  contribution  of  $25,000  it  they  would 
raise  a  similar  amount? 

Mr.  Carnegie.  I  do  not  remember  it. 

Mr.  McGiLLicuDDY.  Do  you  not  remember  contributing  $15,000 
in  cash  to  it  and  then  stopping? 

Mr.  Carnegie.  I  do  not. 

Mr.  McGiLLicuDDY.  You  have  no  recollection  of  anything  like 
that? 

Mr.  Carnegie.  Not  the  slightest.    I  have  no  doubt  it  is  true. 

Mr.  McGiLLicuDDY.  You  have  no  doubt  it  is  true  ? 

Mr.  Carnegie.  I  do  not  know. 

Mr.  Keed,  Sr.  Not  against  his  election  ? 

Mr.  Carnegie.  I  am  sure  I  never  did  do  that  against  Mr.  Mc- 
Kinley's  election. 

Mr.  McGiLLicuDDY.  Did  you  contribute  $15,000  toward  that 
$25,000  ? 

Mr.  Carnegie.  It  is  possible  that  I  did.  I  do  not  remember  doing 
so;  but  if  it  was  done,  I  am  very  sure  it  was  to  affect  public  senti- 
ment in  opposition  to  annexing  the  Philippines. 

Mr.  McGiLLicuDDY.  Why  did  you  stop  at  $15,000  and  not  con- 
tribute the  other  $10,000? 

Mr.  Carnegie.  I  do  not  know.  I  have  not  the  slightest  recollection 
of  what  caused  me  to  stop  or  what  caused  me  to  give  it,  except  that 
I  was  so  keen  against  annexing  the  Philippines;  I  know  that. 

Mr.  McGiLLicxTDDY.  Whatever  caused  it,  or  whatever  the  fact  is 
about  it,  you  did,  in  the  fall,  favor  the  election  of  Mr.  McKinley 
very  strongly  ? 

Mr.  Carnegie.  I  think  it  is  impossible  that  I  could  ever  have 
opposed  Mr.  McKinley. 

Mr.  McGiLucuDDY.  I  say,  you  did  favor  his  election  in  the  fall 
of  1900? 

Mr.  Carnegie.  I  think  I  did. 

Mr.  McGiijjcuDDY.  As  a  matter  Of  fact,  did  not  some  of  the  Mor- 
fijan  people  come  to  you  and  insist  that  it  was  necessary  to  have 
ilr.  McKinley  elected,  in  order  to  form  that  Steel  Corporation  after 
he  was  inaugurated,  and  that  it  could  not  l>e  done  before? 

Mr.  Carnegie.  I  never  heard  of  such  a  thing  in  my  life. 

Mr.  McGiLLiciJDDY.  It  was  not  formed  until  after  he  was  elected 
and  inaugurated? 

Mr.  Carnegie.  You  must  ask  those  who  formed  it  about  that. 

Mr.  McGiLucuDDY.  He  was  inaugurated  in  March,  1901,  and  Mr. 
Knox  went  into  the  Cabinet  as  his  Attorney  General  in  March,  1901. 
Is  not  that  true?    You  know  that? 

Mr.  Carnegie.  I  know  that  he  went  into  his  Cabinet.  I  do  not 
know  the  dates. 

Mr.  McGiLLicuDDY.  The  4th  of  March,  1901,  he  was  inaugurated. 
Within  30  days  of  that  time  your  Steel  Corporation  was  formed. 
was  it  not? 

Mr.  Carnegie.  I  never  had  anything  to  do  with  forming  the  Steel 
Corporation. 

Mr.  McGiLLicxJDDY.  Do  you  not  know  that  it  was  formed  then? 

Mr.  Carnegie.  Why  do  you  say  "  your ''  Steel  Corporation  ? 
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Mr.  McGiLLicuDDY.  I  mean  the  Carnegie  Steel  Co.  I  call  it  yours 
because  you  own  54  per  cent  of  it. 

Mr.  Heed,  Sr.  Are  you  referrinar  to  the  United  States  Steel  Cor- 
poration or  to  the  Carnegie  Steel  Co.  ? 

Mr.  McGiLLicuDDY.  Both. 

Mr.  Reed,  Sr.  The  Carnegie  Steel  Co.  was  formed  the  vear  before 
that. 

Mr.  McGillici'ddy.  The  United  States  Steel  Corporation  took  over 
the  Carnegie  Steel  Co. 

Mr.  Reed,  Sr.  It  was  not  his  corporation. 

Mr.  Carnegie.  I  never  had  a  penny  in  the  Steel  Corporation. 

Mr.  McGiLLicuDDY.  Do  you  not  know  that  it  was  formed  in  April, 
1901,  within  30  days  after  McKinley  was  inauguratecl  and  Knox 
went  into  his  Cabinet  in  the  Department  of  Justice  ? 

Mr.  Caknegie.  I  do  not  know  what  date  it  was. 

Mr.  Reed.  The  evidence  shows  it  was  formed  before  that. 

Mr.  McGiLLicuDDY.  What  was  the  date  of  the  formation  of  it  t 

Mr.  Reed.  February  23,  1901.    That  is  my  recollection. 

Mr.  McGiiiLicuDDY.  My  recollection  is  that  it  was  April,  1901. 
The  evidence  will  show,  anywajr. 

Mr.  Gardner.  The  underwriting  agreement  is  dated  March  1, 1901. 

Mr.  MoGillicuddy.  After  that  corporation  was  formed,  during 
the  entire  McKinley  administration,  while  Mr.  Knox  was  Attorney 
General,  no  prosecution  of  any  kind  was  instituted  against  the 
United  States  Steel  Corporation  that  you  know  of?    That  is  true? 

Mr.  Carnegie.  I  suppose  it  is.    I  never  heard  of  any. 

Mr.  McGillicuddy.  I  say,  just  answer  the  question.  That  will  be 
all.    I  do  not  care  to  have  any  more. 

From  the  time  of  the  formation  of  that  corporation  in  1901  up  to 
last  August,  when  this  committee  had  three  months  of  this  investi- 
gation, there  never  was  a  prosecution  against  that  corporation,  was 
there? 

Mr.  Reed.  Was  there  one  last  August? 

Mr.  McGiiajcdddy.  Let  him  atiswer. 

Mr.  Carnegie.  I  can  not  tell  you. 

Mr.  McGillicuddy.  You  do  not  know  of  any  ? 

Mr.  Carnegib.  Why  do  you  not  ask  if  I  know  of  any  ? 

Mr.  McGillicuddy.  I  ask  if  you  know  of  any. 

Mr.  Carnegie.  I  know  of  none.  But  I  do  not  know  that  there  was 
not  any.  Wheit  had  I  to  do  with  the  steel  company,  in  which  I  have 
never  owned  a  dollar? 

Mr.  McGillicitddy.  That  is  all. 

The  Chairman.  Mr.  Carnegie,  when  you  were  in  the  steel  business 
you  had  a  partnership  most  of  the  time,  and  you  have  spoken  of  the 
advantages  of  a  partnership. 

Mr.  Carnegie.  It  was  a  limited  partnership  under  the  Pennsyl- 
vania laws. 

The  Chairman.  I  understand.  Your  shares  were  in  blocks  of  a 
thousand  dollars  apiece? 

Mr.  Reed.  That  was  the  Carnegie  Co.  of  New  Jersey. 

Mr.  Carnegie.  I  made  them  as  thousand-dollar  shares  so  as  not 
to  render  them  gambling  instruments  in  the  stock  exchange. 

The  Chairman.  I  see.  You  put  them  at  a  thousand  dollars  apiece 
'o  keep  them  out  of  the  stock  exchange? 
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Mr.  Carnegie.  As  far  as  I  could. 

The  Chairman.  Why  did  you  want  to  keep  them  out  of  the  stock 
exchan«? 

Mr.  Carnegie.  Because  I  did  not  want  to  have  partners  that  would 
be  tempted  to  go  into  speculation.  I  never  bought  a  share  in  my  life 
in  the  stock  exchange.  I  never  sold  a  share.  I  have  been,  you  might 
say,  a  moncHnaniac  on  the  subject  of  speculation.  I  have  never 
touched  it. 

I  will  tell  you.  My  reason  was  this:  Bcicause  my  grandfather,  a 
splendid  man,  was  ruined  in  Scotland  through  speculation,  and  I 
was  brought  up  with  that  knowledge,  and  I  have  never  bought  a 
share  of  stock  lon^  nor  sold  it  short  in  my  life. 

I  bought  a  lot  of  shares  of  the  Pennsylvania  Railroad  Co.  in  Phila- 
delphia, when  I  was  a  young  man,  having  great  faith  in  it;  and  I 
did  not  pav  for  them  for  30  days  afterwards,  but  the  banker  said  I 
could  pay  for  them  80  days  afterwards. 

That  is  the  only  stock  purchase  I  made  in  my  life  on  the  exchange. 

The  Chairman.  Before  the  Ways  and  Means  Committee  I  find 
this  statement  right  in  line  with  what  you  said : 

I  want  to  say  that  I  am  no  stock  gambler,  and  I  never  in 'my  life  associated 
with  stock  gamblers.  *  ^  ^  I  think  that  the  common  stock  gambler  is  one 
of  the  worst  citizens  that  a  country  can  have.  They  are  parasites,  feeding  upon 
Talaea  and  creating  none. 

Mr.  Carnegie.  Can  you  say  a  better  thing  than  that?  [Laughter.] 
*'  They  arc  parasites,  deeding  on  values  and  creating  none." 

You  said  something  I  had  said  should  be  put  in  marble.  I  think 
that  would  be  a  splendid  thing  to  have  in  the  New  York  Stock  Ex- 
change, in  marble.     [Laughter.] 

The  Chairman.  I  say  amen  to  every  word  of  that. 

Mr.  Carnegie.  Thank  you,  sir. 

The  Chairman.  With  interest. 

Mr.  Carnegie.  Now,  please  let  me  go,  wlien  we  are  in  this  happy 
mood. 

The  Chairman.  Just  a  moment.  When  you  were  in  the  business, 
did  you  ever  keep  a  large  amount  of  money  on  hand  to  protect  your 
stocks  in  case  they  were  put  on  the  stock  exchange? 

^Mr.  Carnegie.  My  stocks  never  were  on  the  stock  exchange. 

The  Chairman.  The  stocks  of  the  Carnegie  Co.  were  never  on  the 
exchange? 

Mr.  Carnegie.  They  were  never  listed  on  the  stock  exchange.  I 
would  not  have  tolerated  that. 

The  Chamman.  Do  you  believe  that  the  law  should  ever  give  a 
company  the  right  to  buy  and  sell  its  own  stocks  ? 

Im-.  Reed.  For  resale  to  its  employees  ? 

The  Chahiman.  For  any  purpose.  I  do  not  care  what  the  pur- 
pose is. 

Mr.  Carnegie.  Do  I  believe  in  what,  Mr.  Chairman  ? 

The  Chairman.  Do  you  believe  that  we  should  by  law  write  into 
the  charter  of  any  industrial  company  the  right  to  buy  and  sell  its 
own  stocks  on  the  stock  exchange  ? 

Mr.  Carnegie.  I  have  never  heard  that  question  being  raised.  It 
is  all  new  to  me. 

The  Chairman.  It  is  a  new  question,  and  a  vital  one.  We  are 
preparing  to  propose  laws,  and  you  have  been  advisiner  us  about  this 
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commission  and  these  various  things.  Ought  we,  if  we  can,  to  intro- 
duce a  bill  providing  that  a  company  shall  not  be  permitted  to  en- 
gage in  interstate  commerce  that  gambles  in  its  own  stocks?  Would 
that  be  a  good  law  ? 

Mr.  Carnegie.  I  would  like  to  write  you  a  note  upon  that,  after 
1  have  had  an  opportunity  to  think  it  over  for  a  few  days. 

The  Chairman.  I  should  be  very  glad  to  have  you  do  that. 

Mr.  Carnegie.  That  is  a  new  question  to  me.  I  do  not  like  to  jump 
into  new  questions. 

The  Chairman.  Do  you  believe  that  it  is  a  safe  policy  to  the  innocent 
shareholders  who  do  not  gamble,  and  who  believe  gambling  is  mor- 
ally wrong,  and  that  buying  and  selling  of  stocks  is  a  pernicious 
form  of  gambling,  as  I  do,  and  a  disgrace,  just  as  much  as  playing 
poker 

Mr.  Carnegie  (interrupting).  Or  any  other  gambling  game;  cards, 
or  anything  else.  I  have  never  wagered  a  cent  in  my  life.  I  do 
not  want  anybody's  money  that  I  win  by  a  game. 

The  Chairman.  There  may  be  some  people  .who  are  under  the 
impression  that  I  am  interested  in  the  short  end  of  the  market. 
[Laughter.]       % 

Mr.  Reed,  Sr.  No,  Mr.  Chairman;  but  some  of  us  might  have 
been  surprised  that  a  man  from  Kentucky  should  not  know  how  to 
play  poker.     [Laughter.] 

The  Chairman.  I  do  not  know  how  to  play  poker,  even. 

Mr.  Carnegie.  Neither  do  I. 

Mr.  Reed,  Sr.  It  is  the  men  who  think  they  do  know  how  to  play 
that  get  into  trouble.     [Laughter.] 

The  Chairman.  You  ought  to  see  what  a  poor  game  I  do  play. 
[Laughter.] 

Mr.  Carnegie.  Have  you  found  that  out,  Mr.  Chairman? 
[Laughter.]  I  have  not  even  found  that  out.  I  never  played  a 
game  of  poker  in  nw  life. 

The  Chairman.  1  do  not  pose  as  a  saint  at  all,  but  I  have  no 
taste  for  cards.  However,  I  was  speaking  about  stock  gambling. 
Do  you  believe  that,  if  people  have  to  gamble,  it  would  be  better  to 
gamble  on  the  spots  on  a  card,  or  on  the  speed  of  a  horse,  or  on 
something  that  does  not  produce  values,  than  to  gamble  on  bread 
and  meat  and  industrial  stocks? 

Mr.  Carnegie.  I  think  that  they  might  gamble  on  horses  for  fun ; 
but  if  a  man  once  begins  it  I  think  the  end  of  that  man  would  prob- 
ably be  his  ruin.  I  have  known  so  m^ny  cases  in  Britain  where 
horse  racing  had  ruined  families. 

The  Chairman.  Do  you  believe  that  if  they  gamble  it  would  be 
better  for  them  to  gamble  on  something  like  tnat  than  to  gamble  on 
values  and  to  try  to  affect  them  in  that  way  ? 

Mr.  Carnegie.  I  do  not  like  to  draw  distinctions.  The  best  rule 
for  you  is  never  to  gamble  on  anything.     [Laughter.]     I  never  did. 

The  Chairman.  I  have  no  taste  for  that  sort  of  thing. 

Mr.  Carnegie.  Then  do  not  acquire  it.     [Laughter.] 

The  Chairman.  I  can  say  with  you  that  I  never  bought  or  sold 
a  share  of  stock  in  my  life. 

Mr.  Carnegie.  Good! 

The  Chairman.  Do  you  think  the  officers  of  a  company  should  be 
permitted,  under  the  law,  to  buy  and  sell  the  stocks  of  the  company 
of  which  they  are  in  charge? 
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Mr.  Carnegie.  That  I  have  said  I  would  think  over.  I  do  not 
want  to  express  an  opinion  offhand.  I  have  never  heard  the  question 
put,  and  it  has  bearings  several  ways. 

The  Chairman.  Have  you  ever  made  any  study  of  this  question? 
Have  you  any  idea  or  do  you  know  to  what  extent  the  industrials  of 
this  country  have  been  anected  by  this  habit  of  buying  and  selling 
their  stocks  on*  the  exchange  ? 

Mr.  Carnegie.  No;  I  do  not.  It  has  been  flashing  across  mv  brain 
since  you  spoke  that  I  can  see  where  that  could  lead  to  great  abuses — 
the  power  to  buy  and  sell  their  own  stocks.  T  can  see  that,  the  last 
minute  or  two  that  I  have  been  thinking  about  the  matter,  since  you 
suggested  it.  I  can  see  that  it  might  lead  to  very  disastrous  conse- 
quences. It  puts  temptations  in  the  way  of  officials  .of  the  company 
to  gamble. 

The  Chairman.  For  instance,  take  this  sort  of  a  case :  If  the  stock- 
holders in  a  company  or  the  directors  of  a  company  declare  a  dividend 
out  of  their  capital,  instead  of  out  of  their  earnings,  it  would  be  a 
very  serious  offense. 

Suppose,  instead  of  doing  that,  they  would  artificially  boost  those 
stocks  on  the  market — "  biul "  them — until  they  sold  at  a  fictitious 
price.  Would  not  that  have  the  same  effect,  as  far  as  the  share- 
holders were  concerned? 

Mr.  Carnegie.  Quite  so.  Anything  that  will  stop  the  gambling 
spirit  I  would  favor.  My  impression  now  is  that  it  would  be  wise 
to  prohibit  them  from  doing  so. 

The  Chairman.  I  think  so. 

Mr.  Carnegie,  we  are  very  grateful  to  you  for  your  kindness,  and 
we  will,  if  you  so  desire,  excuse  vou. 

Mr.  Carnegie.  Gentlemen,  allow  me  to  say  one  word  to  you. 

I  came  down  here  dreading  the  publicity  of  going  over  all  of  these 
matters,  and.  speaking  frankly,  regarded  it  as  something  of  an  ordt^al. 

Now,  to  tell  the  truth,  I  have  enjoyed  my  time  here  with  you. 

I  depart  with  this  hope — and,  Mr.  Gardner,  you  are  a  fellow- 
traveler  with  me  along  the  lines  of  thought  we  were  discussing,  and 
I  hope  you  will,  with  all  the  other  members  of  the  committee,  care- 
fully think  over  the  plans  that  I  would  suggest  to  you  in  your 
difficulties,  and  that  is :  To  take  one  step  at  a  time,  get  this  commis- 
sion organized,  and  await  results. 

Gentlemen,  when  shall  we  meet  again?  I  shall  miss  your  happy, 
smiling  faces  and  all  the  pleasure  that  I  have  had  with  you. 

The  Chairman,  The  latchstring  is  always  on  the  outside,  whenever 
you  wish  to  come,  Mr.  Carnegie.    [Laughter.] 

Mr.  Carnegie.  If  I  get  another  paper  with  that  famous  signature 
of  yours,  I  shall  be  at  your  disposal — provided  my  counsel  does  not 
object.    [Laughter.] 

Good-by. 

The  Chairman.  I  have  here  the  petition  and  answer  in  this  Frick 
suit,  which  I  wish  to  put  in  the  record.  Also,  the  Good  letter  and 
the  MacBae  letter. 

Whereupon,  at  5.45  o'clock  p.  m.,  the  committee  adjourned  sub- 
ject to  the  call  of  the  chairman. 


m 
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A  British  View  of  the  Steel  Corporation. 

[By  T.  Good.] 

The  iron  and  steel  industry,  from  mining  the  ore  to  putting  tlie  finest  wire  in 
a  musical  instrument,  or  from  smelting  the  pig  iron  to  building  a  huge  ship  and 
her  engines,  constitutes  a  group  of  the  most  interesting  and  highly  skilled  occu- 
pations mankind  has  yet  indulged  in,  and  is,  next  to  agriculture,  the  world's 
most  important  productive  industry.  Eiven  in  the  United  Kingdom,  so  famed 
for  its  cotton  and  woolen  trades,  the  metal  group  of  industries  beat  the  textile 
group  at  the  last  census  (1901),  measured  by  the  number  of  persons  employed, 
while  in  wages  paid,  in  skill  required  and  displayed,  in  capital  invested,  in 
value  of  goods  produced,  and  in  general  economic  importance,  iron  stands  out 
above  all  other  manufacturing  trades.  So  it  is  in  America  and  Germany,  and 
the  world's  demand  for  iron  products  seems  to  increase  more  rapidly  than  its 
demand  for  any  other  class  of  commodities.  When,  therefore,  we  find  one 
country  (the  United  States)  producing  more  iron  and  steel  than  any  other 
two  or  three  countries;  when  we  find  the  actual  productive  capacity  of  this 
country  equal  to  that  of  the  next  three  or  four  countries  combined  and  being 
still  furtiier  increased,  and  when  we  find  one  company  (the  United  States  Steel 
CJorporation)  aiming,  apparently,  at  a  monopoly  of  the  entire  iron  and  steel 
industry  of  this  great  country,  and  actually  controlling  half  the  trade  and 
owning  half  the  capacity  of  production,  the  progress,  position,  and  prospects 
of  this  huge  and  ambitious  corporation  become  matters  of  high  national  and 
international  concern.  At  any  rate,  no  apology  need  be  offered  for  presenting 
a  brief  review  and  criticism  of  the  American  steel  trade  in  general,  and  of  the 
big  Steel  Trust  in  particular,  from  a  purely  British  point  of  view. 

Let  us  take  a  glance  backward.  The  history  of  the  i];on  trade,  especially  in 
America,  is  marked  almost  throughout  by  violent  fluctuations  in  demand  and 
supply,  in  prices  and  profits,  with  all  their  accompanying  hardships  inflicted 
upon  labor  and  capital,  upon  workmen  and  manufacturers,  to  say  nothing  of 
the  losses  and  inconveniences  of  consumers.  The  fits  and  starts  and  panics 
which  have  characterized  the  iron  industry  may  have  yielded  fortunes  for  the 
few,  but  they  have  imposed  miseries  upon  the  many.  The  need  of  some  means 
or  method  by  which  such  fluctuations  might  be  moderated  was  long  and  keenly 
felt.  For  this  reason,  if  for  no  other,  the  aims  and  objects  of  the  organisers 
of  the  Steel  Trust  merit  sympathetic  consideration.  To  have  brought  every 
phase  of  steel  production,  from  mining  raw  ore  to  selling  the  finished  goodK 
under  a  single  management,  carefully  to  have  regulated  prices  and  businecv:. 
to  have  economized  mining,  transit,  and  manufacturing  costs;  to  have  given 
fair  dividends  to  investors,  fair  wages  and  regular  employment  to  workmen. 
nnd  to  have  developed  the  great  natural  resources  and  expanded  the  industry 
and  commerce  of  the  vast  United  States — ^all  this  would  have  been  beneficeni 
work  as  well  as  good  business,  if  successfully  accomplished. 

Rut  by  what  methods  have  the  directors  of  the  Steel  Trust  sought  to  attain 
their  objects,  and  what  are  the  results  of  their  policy?  Since  the  Steel  Trust 
began  business  10  years  ago  much  new  capital  has  been  attracted  to  the 
American  iron  and  steel  industry,  many  new  furnaces  and  mills  have  been 
erected,  output  has  been  largely  increased,  prices  have  never  been  put  to  an 
extremely  high  or  permitted  to  fall  to  nn  extremely  low  level.  During  the 
great  pressure  of  1901  and  1902  the  trust  directors  refused  to  put  prices  as 
high  as  they  might  have  done;  and  in  the  depression  following  October,  1907. 
they  as  resolutely  refused  to  rcsiJuce  prices  to  panic  figures.  The  directors  have 
endeavored,  with  some  show  (f  success,  to  have  a  price-maintenance  under- 
standing with  their  independent  rivals  at  home.  They  are  now  trying  to  culti- 
vate cooperation  with  their  competitors  abroad.  We  may  give  the  trust  and 
its  directors  full  credit  for  all  this,  but  we  can  not  refrain  from  looking  at  the 
other  side  of  the  picture. 

It  may  be  recalled  that  the  United  States  iron  and  steel  industry,  with  all 
its  faults  and  defects,  prospered  and  progressed  before  the  advent  of  the  Steel 
Trust.  Fresh  capital  was  invested,  new  furnaces  were  erected,  production  was 
Increased,  wages  went  up,  and  manufacturing  costs  went  down,  mechanical 
efliciency  reached  a  high  pitch,  and  the  American  steel  trade  became  the 
wonder  of  the  world,  before  the  Steel  Trust  was  organized.  In  the  closing 
years  of  the  nineteenth  century  pig  iron  was  produced  and  steel  was  mann- 
factured  in  the  United  States  at  a  speed,  on  a  scale,  with  an  efliciency  and  an 
economy  which   had   never  been   equaled — certainly  never   surpassed — in   the 
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history  of  the  trade  In  any  other  country.  European  iron  and  steel  makers 
became  alarmed.  One  of  the  greatest  English  authorities  said  that  there 
seemed  to  be  nothing  to  prevent  America  from  flooding  the  world's  markets 
with  cheap  steel.  One  of  the  greatest  American  authorities  boldly  declared 
that  the  United  States  would  annex  the  world's  export  trade  in  iron  and  steel. 
So  alarmed  were  we  in  England  that  one  of  our  leading  public  men  cried  out 
that  our  only  hope  of  salvation  lay  in  t>ecoming  an  American  colony.  It  was 
roundly  asserted  that  the  United  States  possessed  such  inexhaustible  natural 
resources,  such  cheap  transit,  such  manufacturing  competency,  and  such  busi- 
ness ability  that  we  in  the  old  country  could  not  hope  to  withstand  American 
competition. 

Financially,  industrially,  and  commercially  the  United  States  iron  and  steel 
trade  took  almost  giant  strides  before  the  Steel  Trust  was  born.  In  three 
years— between  1897  and  1900 — American  export  of  iron  and  steel  went  up  by 
very  nearly  100  per  cent,  and  it  seemed,  Indeed,  that  America  was  destined  to 
annex  the  world's  trade.  Such  was  the  position,  and  such  were  the  prospects, 
prior  to  the  organization  of  the  Steel  Trust.  What  is  the  position,  and  what 
are  the  prospects  to-day,  after  10  years  of  Steel  Trust  operations? 

Briefly,  the  facts  are  these :  Britain  and  Germany,  between  them,  are  doing 
in  tonnage  six  times  as  much  and  in  value  eight  times  as  much  business  in  the 
exportation  of  iron  and  steel  products  as  the  United  States,  although  their 
combined  productive  capacity  is  considerably  less  than  that  of  the  latter. 
Although  America  has  furnaces  and  rolling  mills  enough  to  undertake  about 
nine-toiths  of  the  world's  export  trade,  in  addition  to  supplying  her  own  wants, 
she  Is  content  with  about  one-tenth  of  the  total.  There  is  a  world's  export 
trade  in  iron  and  steel  amounting  to  something  like  14,000,000  tons  a  year.  Of 
that  total  America  claims  only  1,500,000.  America,  with  an  iron-and-steel-works 
capacity  almost  equal  to  that  of  all  other  countries  put  together — ^America  who 
10  years  ago  boasted  the  greatest  natural  resources  and  lowest  manufacturing 
coats  of  any  iron  country. 

Since  the  Steel  Trust  was  organized,  for  every  dollar's  worth  of  American 
iron  and  steel  sold  in  neutral  markets  there  has  been  sold  a  sovereign's  worth 
of  British  iron  and  steel.  And  our  American  friends  can  no  longer  offer  the 
explanation  or  excuse  that  they  are  too  busy  meeting  home  demands  to  trouble 
al)out  foreign  business.  Never  since  October,  1907,  have  the  United  States  steel 
producers  been  anything  like  adequately  employed  on  home  account.  Tens  and 
even  hundreds  of  millions  of  dollars'  worth  of  plant  and  machinery  have  been 
standing  idle  in  the  American  iron  and  steel  industry  for  three  and  a  half 
years— not  obsolete  plants  and  machinery,  but  huge,  costly,  up-to-date  furnaces 
and  steel  mill&  To-day  the  United  States  has  an  iron  and  steel  capacity  unem- 
ployed nearly  equal  to  the  entire  working  capacity  of  the  United  Kingdom. 

Xowhere  within  the  four  comers  of  the  United  States  is  there  the  shadow  of 
a  sign  of  a  demand  equal  to  the  full  employment  of  the  works  In  that  country. 
Productive  capacity  has  been  pushed  millions  and  millions  of  tons  beyond  con- 
sumptive requirement,  yet  no  effort  is  made  to  find  full  employment  by  exporta- 
tion. There  is  plenty  of  export  trade  to  be  had.  The  world's  export  trade  is 
available  for  the  strongest  competitor — in  other  words,  for  the  country  which 
can  produce  and  sell  cheapest.  Who  would  have  believed  10  years  ago  that  we 
should  ever  have  the  spectacle  of  one-third  of  America's  furnaces — one-third  of 
n  33,000,000-ton  annual  capacity,  measured  in  terms  of  pig  iron — standing  idle 
month  after  month  while  alleged  played-out  Britain  and  despised  Germany 
worked  practically  at  full  capacity  and^ exported  between  them  nearly  10,000,000 
tons  of  iron  and  steel  In  a  year?  Ten  or  twelve  years  ago  there  seemed  to  be 
every  prospect  that  America  would  take  first  place  in  the  steel-exportation  busi- 
ness as  well  as  in  point  of  production;  but  America  remained  and  is  likely  to 
remain  a  bad  third  in  the  international  race.  Why  is  this  so?  Is  it  not  re- 
niarkable  that  the  prestige,  powers,  and  prospects  of  the  United  States  in  the 
international  steel  trade  have  diminished  during  the  decade  which  has  elapsed 
since  the  Steel  Trust  was  organized?  In  no  important  group  of  industries  in 
i»nj  country  have  the  cdsts  of  production  gone  up  so  rapidly  and  substantially 
these  last  10  or  12  years  as  in  the  United  States  iron  and  steel  trade.  It  is 
this  increase  in  cost  which  has  impaired,  if  not  destroyed,  America's  chances  of 
dominating  the  world's  steel  trade.  And  this  increase  in  costs  has  coincided 
with  the  operations  of  the  Steel  Trust. 

It  would  not  be  tSLir,  perhaps,  to  charge  the  Steel  Trust  with  all  the  mischief, 
hut  that  a  very  large  proportion  of  the  increased  costs  of  production  is  due  to 
the  policy  of  the  trust  admits  of  no  manner  of  doubt  or  question.    It  is,  indeed, 
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a  demonstrable  fact  that  tbe  trust  has  done  more  harm  tlian  good,  from  an 
American  point  of  view;  that  it  has  burdened  and  handicapped  the  United 
States  steel  trade  and.  Incidentally,  given  Britain,  Germany,  and  other  coun- 
tries a  better  chance  in  tlie  race.  Last  year  (1910)  British  iron  and  steel 
exi)orts  were  further  in  advance  of  those  of  America  than  they  were  in  1900, 
the  year  before  the  Steel  Trust  got  down  to  business,  while  German  exports, 
which  were  about  30  per  cent  below  those  of  the  United  States  in  1000,  are  now 
something  like  300  per  cent  above  them.    Here  are  the  bald  figures : 


1900. 
1910. 


Iron  and  steel  exports  irom — 


United         United 
States.     !  Kingdom. 


Tons.  ToTU. 

1,164,000  1    3,213,000 
1,636,000  I    4,604,000 


Qermany 


Metric  tons. 
838,000 
4,868,000 


While  in  Britain  and  Germany  the  actual  costs  of  producing  Iron  and  steel 
goods  are  no  higher  now  than  they  were  10  or  12  years  ago,  in  the  United  States 
they  are  very  much  higher.  For  example,  in  1899  it  was  calculated  that  steel- 
making  pig  iron  was  produced  in  the  United  States  $5  per  ton  cheaper  than  in 
England  and  that  standard  steel  rails  were  manufactured  $7  per  ton  cheaper 
there  than  in  the  old  country.  Before  the  Steel  Trust  was  organized  the  costs 
of  producing  pig  iron  had  been  got  down  as  low  as  $S  per  ton,  and  American 
costs  all  along  the  line,  from  mining  ore  to  rolling  rails,  plates,  and  structural 
materials,  were  at  a  level  which  defied  British  competition;  and  if  America's 
productive  capacity  had  been  sufficiently  In  advance  of  her  domestic  require- 
ments she  would,  no  doubt,  have  beaten  our  country  in  the  exportation  business. 

At  that  time  United  States  costs  were  low  enough,  but  the  furnaces  and  the 
mills  were  not  numerous  enough  to  enable  that  country  to  indulge  in  a  big  export 
trade.  Now,  that  America  has  any  amount  of  furnaces  and  mills  in  excess  of 
home  demands — enough  idle  plants  to  do  nearly  the  whole  of  the  world's  export 
trade — she  finds  her  manufacturing  costs  so  far  above  those  of  her  British  and 
German  rivals  that  she  can  not  obtain  more  than  a  very  small  amount  of  export 
business,  and  so,  perforce,  her  costly  plants  must  stand  unemployed.  Between 
two  and  three  years  ago,  in  their  evidence  before  Uie  Ways  and  Means  Com- 
mittee, leading  American  iron  and  steel  producers  had  to  admit  that  w^ithin  10 
years,  namely,  between  1899  and  1908,  tlie  cost  of  making  pig  iron  for  the  steel 
mills  had  increased  from  about  $8  to  $14  a  ton;  the  cost  of  rail  manufacture, 
despite  mechanical  improvements,  had  advanced  more  than  (5  per  ton;  and 
that  of  other  steel  products  in  proportion.    How  is  this? 

The  Steel  Trust  directors,  in  their  efforts  to  absorb  all  the  best  plants  in  the 
United  States,  paid  extravagant  prices  for  some  of  them.  They  piled  upon 
their  industry  an  enormous  load  of  bonds.  They  tried  to  buy  or  lease  all  th* 
best  iron-ore  reserves  In  the  country,  and  their  efforts  in  that  direction  resulted 
in  mining  royalties  being  forced  to  a  ridiculous  height.  They  boasted  of  their 
huge  profits,  and  that  created  an  unanswerable  demand  for  artificially  hi^h 
wages  and  salaries.  From  the  moment  that  the  Steel  Trust  got  to  work  the 
American  iron  and  steel  Industi-y  was  diverted  from  natural  to  unnatural 
developments ;  costs  and  prices  of  raw  materials  were  inflated,  progress  toward 
economy  was  arrested,  retrogression  set  in,  and  America's  rosy  chances  of 
annexing  the  world's  export  trade  were  shattered.  The  Steel  Trust,  while 
spending  large  amounts  of  money  on  new  plants  and  extensions,  preparing  tor 
the  conduct  of  an  almost  fabulous  business,  at  the  same  time  forced  up  capital 
charges,  rents,  royalties,  costs  of  raw  materials,  wages,  and  general  manufac- 
turing ext)enses  to  such  a  height  as  to  render  a  big  or  profitable  export  business 
in  competition  with  other  countries  impossible. 

Thus  it  comes  about  that  the  Steel  Trust  has  Justified  neither  the  hopes  that 
it  raised  at  home  nor  the  fears  it  inspired  abroad.  It  has  not  strengthened 
the  American  iron  and  steel  Industry.  It  has  done  nothing  to  increase  the 
United  States  share  of  the  world's  business.  It  has  in  no  way  reduced  British 
exports  or  prevented  the  growth  of  those  of  Germany.  The  trust  has  not 
secured  a  monopoly  in  its  own  country  In  respect  either  of  manufacturing 
plants  or  supplies  of  raw  material.    Contrary  to  all  the  high  anticipations  and 
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loud  boastings  with  which  It  was  launched,  It  has  proved  neither  a  strong 
competitor  in  the  world's  markets  nor  even  a  good  dividend  earner  for  its 
>)harehoIder&  Spread  over  the  full  10  years  of  its  existence,  its  common  and 
preferred  shareholders  between  them  have  had  only  an  average  of  41  per  cent 
per  annum  on  their  capital.  A  considerable  proportion  of  the  profits  realized 
has  gone  in  building  new  plants  which  are  not  required ;  and  now,  with  manu- 
facturing costs  so  much  higher  and  selling  prices  so  much  lower  than  in  the 
early  years,  with  the  real  profits  of  the  trust,  both  per  ton  of  work  and  per 
unit  of  capital,  diminishing,  there  is  no  prospect  of  this  concern  paying  large 
dividends  in  the  future. 


New  Tork,  December  4,  1911, 
Hon.  AuouBTus  O.  Stanley, 

Chairman  Special  Committee  on  Investigation  of 

United  States  Steel  Corporation,  Washington,  D,  C, 

Dea£  Sib:  Since  submitting  my  last  written  report  to  you  under  the  date  of 
August  2, 1911,  I  desire  to  report  further,  for  the  information  of  the  committee, 
as  follows: 

At  your  request  I  attended  the  hearings  of  the  committee  in  the  municipal 
cbamber  in  the  New  York  City  Hall  on  August  3,  4,  and  5;  and,  under  your 
Instructions.  I  went  to  Washington  on  August  7  and  attended  the  hearings 
there  on  Aug^ist  8,  9,  10,  11,  and  12. 

On  Monday,  August  14,  as  directed  by  you,  I  called  on  Mr.  Herbert  Knox 
Smith,  Ck>mmissioner  of  Corporations,  to  obtain  from  him  certain  accounts  and 
other  data  in  his  ofltee,  which,  under  the  consent  given  to  the  committee  by  the 
President,  was  to  be  placed  at  the  disposal  of  the  committee;  and  on  that  day 
I  handed  you  a  written  report  of  my  request  and  Mr.  Smith's  reply  thereto,  as 
follows : 

"On  the  14th  day  of  August,  1911,  Mr.  MacHae  called  on  the  Commissioner  of 
Corporations,  Mr.  Herbert  Knox  Smith,  accompanied  by  Miss  Minnie  Mahler, 
and  requested  Mr.  Smith  to  furnish  him  (Mr.  MacRae)  with  a  copy  of  his 
(Mr.  Smith's)  requests  upon  the  Steel  Corporation  for  books,  documents,,  or  in- 
formation by  the  end  of  the  week. 

"  Mr.  MacRae  also  requested  Mr.  Smith  to  furnish  him  with  the  trading  and 
proflt-and-loss  accounts  of  the  various  subsidiary  companies  of  the  United 
States  Steel  Corporation,  which  he  understood  had  been  submitted  to  him  by 
the  United  States  Steel  (Corporation.  Mr.  Smith  said  that  such  information  as 
he  had  in  his  possession  respecting  this  matter  was  only  fragmentary. 

"  Mr.  MacRae  requested  Mr.  Smith  to  furnish  him  with  the  production  cost 
of  the  principal  products  of  the  Steel  Corporation.  Mr.  Smith  said  that  the 
(lata  furnished  in  this  respect  by  the  Steel  Ck)rporation  had  been  returned  to  it 
and  he  only  had  copies  in  his  possession,  and  tliat  his  figures  in  this  regard 
when  published  would  be  composite  costs  of  the  steel  company  and  other  inde- 
pendent companies  amalgamated  with  statistics  or  data  compiled  from  the  Iron 
Age  and  other  trade  Journals.  I  understood  him  to  say  that  it  would  be  several 
months  before  this  information  would  be  published  and  available." 

On  August  15  to  23,  inclusive,  I  attended  at  the  office  of  the  corporation  in 
New  York  and  directed  the  compilation  of  the  accounts  and  the  examination  of 
the  minutes  of  the  subsidiary  companies,  and  I  was  also  in  Washington  in  con- 
ference with  you  regarding  the  subjects  then  under  investigation  and  the  evi- 
«ience  sought  to  be  procured  from  the  Commissioner  of  Corporations,  and  I 
again  called  upon  the  said  commissioner  and  handed  you  the  following  memo- 
randum as  the  result  of  my  visit : 

"  The  requests  made  on  the  United  States  Steel  Corporation  by  the  Bureau  of 
Corporations  comprise  seven  books,  or  about  700  pages.  The  requests  princi- 
(lally  relate  to  mill-cost  sheets  of  the  various  products  in  minute  detail,  profit- 
and-lofls  statements,  and  'orders'  and  'bookings'  of  sales  for  the  various  com- 
l>anies,  all  of  which  have  been  returned,  in  accordance  with  the  agreement 
and  receipts  signed  by  the  commissioner  or  his  assistants,  a  copy  of  which 
receipt  is  as  follows : 

"  Received  of  United  States  Steel  Corporation  schedule  and  statistical  state- 
ments covering  operations  of Co.  properties  for  the  year  — ^,  as  enumer- 
ated in  schedules  annexed  hereto. 

''The  schedules  and  statistical  statements  above  referred  to  are  received  on 
the  understanding  that  they  are  merely  loaned  to  me  for  my  inspection  and  con- 
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sideration,  tbat  I  will  not  make  literal  copies  thereof  for  the  files  of  any  de- 
partment of  the  United  States  Government,  and  that  said  schedules  and  state- 
ments will  be  returned  to  the  United  States  Steel  Ck)rporation  as  soon  as  I 
have  completed  inspection  of  same,  and  in  any  event  prior  to ." 

Under  my  direction  a  copy  of  the  requests  made  by  the  Bureau  of  Corpora- 
tions on  the  United  States  Steel  Ck)rporation  was  made,  and  is  now  In  your 
possession. 

From  August  24  to  the  present  time  I  have  attended  at  the  office  of  the  cor- 
poration in  New  York  (except  on  September  12  to  15,  September  23  to  26,  and 
November  9  to  10,  when  I  was  in  Washington  in  consultation  with  you)  In  the 
preparation  of  the  accounts  and  the  examination  of  the  minute  books  of  the 
various  companies  and  investigation  of  other  matters  in  the  interests  of  the 
committee. 

Many  delays  of  one,  two,  or  three  days  at  a  time  occurred  in  furnishing  the 
minute  books  of  the  subsidiary  companies  for  the  reason,  as  stated  by  Mr. 
Boiling,  that  he  or  some  other  representative  of  the  company  has  to  read  all 
books  before  permitting  me  to  examine  them,  and  had  to  get  Uie  consent  of  the 
former  officials  or  directors  of  the  subsidiary  companies  before  permitting  me 
to  examine  them.  And  on  or  about  the  14th  of  October  I  expressed  to  Mr. 
Boiling  my  dissatisfaction  with  the  progress  I  was  making  in  the  examination 
of  the  minutes  of  the  various  subsidiary  companies,  owing  to  the  slowness  in 
delivering  the  said  minutes,  and  the  delays  between  the  time  of  finishing  the 
reading  of  one  set  of  minutes  and  the  production  of  another  set.  I  stated  that 
I  would  take  Mr.. Ernest  from  the  work  of  reading  the  minutes  and  detail  him 
to  some  other  duties  until  such  time  as  Mr.  Boiling  could  have  sufficient  sets 
of  minutes  ready  for  inspection  to  allow  the  examination  to  be  taken  up  and 
proceed  with  some  degree  of  rapidity. 

On  October  30  I  informed  Mr.  Boiling  that  I  was  ready  to  have  Mr.  Ernest 
proceed  with  the  reading  of  the  minutes,  and  on  October  31  Mr.  Boiling  in- 
formed me,  through  Mr.  Winslow,  that  owing  to  the  press  of  business  due  to 
the  Government  against  the  Steel  Corporation,  and  in  the  absence  of  Mr. 
MacVeagh,  that  he  had  been  unable  to  read  any  of  the  minutes,  and  he  re- 
quested a  further  delay  until  he  could  be  at  liberty  to  do  so. 

On  November  8  I  received  the  following  letter  from  the  United  States  Steel 
Corporation,  signed  by  their  attorney,  Mr.  Raynal  C.  Boiling: 

NOVEMBSB  8,  1911. 

Deab  Sib:  Before  asking  that  we  furnish  you  further  data,  such  as  minutes 
and  other  records,  might  it  not  be  well  for  you  to  ascertain  what  are  the* 
views  of  Mr.  Stanley  with  respect  to  the  propriety  of  a  request  for  this  data, 
now  that  the  United  States  Steel  Corporation  and  its  subsidiary  companies,  as 
well  as  a  number  of  individuals  connected  with  the  corporation,  have  been  made 
defendants  in  an  action  brought  by  the  Government?  May  not  Mr.  Stanley 
feel  that,  with  proper  respect  for  the  courts  and  regard  for  the  rights  of  de- 
fendants therein,  evidence  ought  not  to  be  requested  by  an  investigating  com- 
mittee from  defendants  during  the  progress  of  court  proceedings? 
Very  truly,  yours, 

Ratnal  C.  Bolukg. 
Mr.  F.  J.  MaoRae, 

68  WUliam  Street,  New  York  City. 

In  response  to  a  telephonic  communication  from  you  I  went  to  Washington 
ou  November  9  to  consult  with  you,  and  on  November  10  the  following  letter 
was  addressed  by  you  to  Mr.  Raynal  C.  Boiling: 

November  10,  1911. 
Mr.  Raynal  C.  Rolling, 

Assistant  General  Solicitor,  Unitfd  States  Steel  Corporation, 

71  Broadway,  New  York  City. 

Deab  Sib  :  Your  favor  of  November  8,  addressed  to  Mr.  F.  J.  MacRae,  has  Just 
been  brought  to  my  attention,  in  which  you  suggest  that  Mr.  MacRae  ascertain 
my  views  In  respect  to  the  propriety  of  his  request  for  certain  data  necessary 
to  complete  the  investigation  of  the  books  of  the  Steel  Corporation  as  author- 
ized by  the  committee.  Mr.  MacRae*s  duties  with  this  committee  are  In  uo 
way  affected  by  the  action  brought  by  the  Department  of  Justice. 

I  am  of  the  opinion  that  neither  the  Department  of  Justice  nor  any  member 
of  this  committee  regard  Mr.  MacRae*s  requests  as  in  any  way  evidencing  a 
Inck  of  respect  for  the  courts  or  regard  for  the  rights  of  defendants  therein. 
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• 

I  Sincerely  hope  that  upon  receipt  of  this  communication'  Mr.  MacRae  will 
not  be  farther  delayed  In  his  endearor  to  complete  this  examination. 
Yonrs,  very  truly, 

A.  O.  Stanlst. 

On  November  17  Mr.  Boiling  informed  me  that  he  would  turn  over  for  my 
inflpeetloa  the  minutes  of  the  Oliver  Iron  Mining  Co.,  and  would  furnish  such 
other  mtnutee  as  have  been  asked  for  in  due  course  of  time  after  they  bad  been 
read  by  amne  representative  of  the  Steel  Corporation. 

On  November  29,  upon  receipt  of  a  telephonic  communication  from  you,  I 
went  to  the  office  of  the  corporation  and  saw  Mr.  Winslow,  and  made  the  same 
request  that  I  have  made  every  day  for  the  past  several  weelis,  to  wit,  that  he 
see  Mr.  Filbert  and  get  for  me  the  explanation  of  certain  adjustments  in  the 
making  up  of  the  annual  reports  of  the  United  States  Steel  Ck>rporation,  which 
it  is  necessary  for  me  to  have  in  order  to  complete  my  figures.  I  also  stated 
that  I  have  received  a  request  from  you  to  furnish  the  data  regarding  the  cost 
of  production  of  principal  products  of  the  corporation  and  also  the  minutes  of 
such  companies  as  have  not  already  been  supplied.  Mr.  Winslow,  on  behalf 
of  the  United  States  Steel  Corporation,  replied  that  Mr.  Gary,  Mr.  Filbert,  and 
Ur.  Boiling  were  in  Washington,  and  that  Mr.  Boiling  had  stated  to  him  yes- 
terday afternoon  that  on  account  of  the  time  taken  in  complying  with  the 
demands  of  the  Senate  investigating  committee  and  the  work  in  connection  with 
the  Government  suit  that  nothing- could  be  don^  In  compliance  with  the  demands 
of  the  committee  through  me  at  that  time. 

Bequests  for  data  made  by  Mr.  MacBae  and  disposition  of  the  same  by  the 
corporation. 

As  directed  by  you,  I  made  a  copy  of  the  voucher  for  $10,000  referred  to  in 
the  examination  of  Mr.  George  W.  Perkins,  which  was  furnished  to  me  as 
follows : 

Philadelphia,  Pa.,  September  19^  1904. 
rT5iTED  States  Steei.  Corporation. 

Mt  Dkab  Sibs  :  I  inclose  herewith  the  Bepublican  national  committee's  receipt 
for  your  snbscription  to  the  campaign  fund. 

Respectfully,  yourK,  E.  T.  Stotesbust, 

Chairman. 

[IncloBure.] 

Bepublican  National  Committee. 
Ma4ison  Square,  Neto  York,  September  17,  190/f. 

Beceived  from  United  States  Steel  $10,000. 

C.  H.  Duel, 
Aasiatant  Treasurer, 
(Press  of  40  Nassau  Street) 
Note. — ^E.  T.  Stotesbiiry  is  a  member  of  the  firm  of  J.  P.  Morgan  &  Co. 

2.  I  was  furnished  with  document  marked  "  Exhibit  U,"  which  Is  a  siateuient 
of  the  companies  whose  stocks  are  owned  by  the  United  States  Steel  Corpora- 
tion, tof^ether  with  the  capital  stock  of  those  companies  and  their  capital 
indebtedness. 

3.  I  was  furnished  with  Exhibit  T,  which  is  a  list  of  plants  and  properties 
acquired  by  the  United  States  Steel  Corporation  or  its  subsidlaiy  companies  on 
its  incorporation  or  by. purchase  since,  which  have  been  sold,  dismantled,  or 
otherwise  disposed  of. 

4.  I  have  requested  a  statement  of  the  cost  of  production  of  the  principal 
products  of  the  company,  which  has  been  promised  but  has  not  yet  been  fur- 
nished. 

6.  I  have  requested  the  annual  reports  of  the  subsidiary  companies.  These 
annual  reports  would  show  the  assets  and  liabilities  and  the  profit  and  loss 
accounts.  The  corporation  furnished  me  the  balance  sheets  showing  the  assets 
and  llaMliUes  of  the  various  companies  as  of  December  31«  1910,  but  they  de- 
marred  to  furnishing  the  trading  and  profit  and  loss  statements  of  these  com- 
panies for  nine  years  and  nine  months.  In  accordace  with  my  request  set  forth 
in  my  report  to  the  committee  July  18,  1911,  unless  I  signed  a  receipt  similar 
to  that  signed  by  Mr.  Smith,  which  is  referred  to  abova 

There  was  considerable  delay  and  discussion  with  the  officials  and  attorneys 
of  the  United  States  Steel  Corporation,  which  I  duly  reported  to  you  In  person 

17042— No. 
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and  by  letter  and  telegraph,  and  thereafter,  on  August  25,  1911,  you  instructed 
me  by  telegraph  as  follows : 

*'Ajn  surprised  and  exceedingly  regret  that  any  restrictions  are  placed  upon 
profit  and  loss  sheets  of  subsidiary  companies;  suggest  you  examine  these 
papers  under  terms  and  conditions  named  in  Mr.  Boiling's  letter  of  the  24th 
instant,  with  distinct  understanding  that  committee  is  not  in  any  manner  what- 
soever precluded,  even  by  inference,  from  issuing  such  process  as  its  chairman 
may  deem  proper  for  the  production  of  these  papers  when  the  committee  re- 
sumes its  sitting. 

•  "A.  O.  Staklkt.** 

On  August  28  Mr.  Boiling  agreed  to  give  me  the  trading  and  profit  and  loss 
statements  upon  condition  that  I  sign  the  receipt  copied  below,  which,  in 
accordance  with  the  directions  in  your  telegram  above,  I  signed,  as  follows : 

"  Received  of  United  States  Steel  Corporation  profits  and  loss  statements  of 
the  subsidiary  companies  of  the  United  States  Steel  Corporation  for  the  year 
19—,  as  follows:    ♦    ♦    • 

''These  statements  are  received  upon  the  condition  that  they  are  merely 
submitted  to  me  for  inspection,  and  I  will  not  make  literal  copies  thereof  for 
any  purpose  whatever,  and  I  will  not,  either  In  my  report  or  in  any  other 
manner,  make  public  the  record  given  In  said  statement  with  respect  to  the 
gross  or  net  profits  or  other  detc^ls  of  any  particular  company ;  but  it  Is  also 
understood  that  their  acceptance  upon  these  conditions  is  not  to  be  deemed  in 
any  way  a  waiver  of  any  right  to  obtain  them  by  subpoena  which  the  committee 
may  have." 

From  that  date  until  the  present  date  I  have  been  using  my  best  endeavora  to 
compile  these  figures  for  the  information  of  the  committee. 

I  have  two  assistants  working  on  these  accounts  and  I  expect  that  these 
figures  will  be  completed  within  the  next  30  days,  if  I  am  furnished  by  ths 
corporation  with  the  explanation  of  the  adjustments  made  by  the  corporation  in 
preparing  their  annual  reports. 

6.  I  have  been  furnished  with  the  minutes  of  the  following  companies,  which 
have  been  read,  and  extracts  have  been  made  for  the  use  of  the  committee : 

United  States  Steel  Corporation,  minutes  of  directory  finance  conomittet, 
executive  committee,  jjeueral  manjigers  of  sales,  auditors  supplemental  extracts 
from  finance  committee  minutes. 

Carnegie  Steel  Co.  (of  New  Jersey). 

Carnegie  Steel  Co.  (of  Pennsylvania). 

The  CSarnegie  Co. 

Index  Carnegie  Steel  Co.'s  minutes. 

Clairton  Steel  Co. 

Union  Steel  Co. 

Federal  Steel  Co.  (directors*  minutes). 

American  Bridge  Co.  of  New  Jersey. 

American  Bridge  Co.  of  N'ew  York. 

Empire  Bridge  Ck>. 

Trenton  Iron  O). 

Tennessee  Coal,  Iron  ft  Railroad  Co. 

Universal  Portland  Oment  Co. 

Universal  Portland  Cement  Co.  (directors'  minutes). 

American  Steel  ft  Wire  O).  of  New  Jersey. 

H.  C.  Frick  Coke  Co. 

United  States  Steel  Products  (export)  Co. 

Illinois  Steel  Co.  (directors'  minutes). 

American  Sheet  Steel  Co. 

National  Tube  Co. 

Shelby  Steel  Tube  Co.  .         ^.  ^  ^  ^ 

7.  I  have  requested  the  production  of  the  following  minutes,  which  have  not 

been  furnished : 

United  States  Steel  Corporation,  subsidiary  companies'  presidents'  meetings, 
minutes  or  records  of  meetings  (it  was  stated  that  none  is  kept) ;  purchasing 

agents. 
Carnegie  Steel  Co.  (of  Pennsylvania),  before  1901. 
Illinois  Steel  Co.,  executive  and  finance  committees. 
Universal  Portland  Cement  Co.,  executive  and  finance  committees. 
National  Steel  Co. 

Lake  Superior  Consolidated  Iron  Mining  Co. 
Duluth,  Mlssabe  ft  Northern  Railway. 
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Duluth  &  Iron  Range  Railway. 

Pittsburg  Steamship  Co. 

American  Steel  Hoop  Ck). 

I  have  also  requested  that  the  United  States  Steel  Corporation  furnish  the 
minutes  of  executive  and  finance  conunittees  of  subsidiary  companies,  where 
such  committees  existed  and  where  the  minutes  have  not  already  been  furnished 
as  shown  above;  and  such  minutes  have  not  been  furnished  to  ma 

Also,  Mr.  Anthony  J.  Ernest,  of  the  New  York  bar,  employed  by  me  and 
.  under  my  direction,  is  preparing  a  summary  or  brief  of  the  evidence  extracted 
from  these  minute  books  by  him  and  from  the  testimony  already  taken,  which 
I  believe  will  be  of  value  to  the  committee,  and  which  I  expect  will  be  com- 
pleted in  80  days. 

The  letter  from  J.  A.  Farrell  to  Mr.  Corey,  dated  July  27,  1903,  and  the 
letter  from  Mr.  Farrell  referred  to  in  the  minutes  of  finance  meeting  April  11, 
1905,  and  the  schedule  of  profits  of  the  principal  products  of  the  organization 
at  present  prices  submitted  at  meeting  of  finance  committee  April  27,  1909,  have 
not  been  received  by  me. 

A  great  loss  of  time  has  been  caused  by  repeated  delays  on  the  part  of  the 
corporation  in  furnishing  minutes  and  other  matter  reqiiested.  At  the  ofBce 
of  the  corporation  in  New  York  the  explanation  was  made  that  counsel  had  to 
read  all  the  minutes  before  I  could  be  permitted  to  see  them;  that  former 
officials  or  persons  who  had  been  Interested  in  certain  subsidiary  companies 
had  to  be  consulted  before  the  minutes  of  that  company  could  be  furnished; 
that  other  officials,  who  were  then  absent  on  vacation,  had  to  be  consulted 
before  furnishing  certain  minutes  or  data ;  that  on  account  of  the  press  of  other 
business  counsel  had  been  unable  to  read  the  minute  books  preparatory  to  fur- 
nishing same;  that  absence  from  the  office  and  from  the  city  of  officials  who 
were  supposed  to  have  information  desired  had  rendered  it  impossible  to  fur- 
nish the  matter  required  until  after  a  short  delay;  the  commencement  of  the 
Government  suit  has  been  referred  to  as  a  cause  for  delay ;  the  Senate  hivesti- 
gation  has  also  been  referred  to|  in  the  offices  of  the  subsidiary  companies  in 
Pittsburgh  several  delays  of  two  or  three  days  occurred  in  complying  with 
requests  for  reason,  as  stated,  of  the  necessity  of  obtaining  the  consent  of  coun- 
sel In  New  York  to  the  furnishing  of  data  asked  for. 

Although  some  of  the  delays  may  have  been  entirely  excusable,  as,  for  in- 
stance, the  delay  of  three  days  while  part  of  the  office  of  the  corporation  was 
being  rearranged  and  repainted,  on  the  other  hand,  the  recurrence  and  fre- 
quency of  tlTese  postponements  prevented  proper  expedition  In  the  prosecution 
of  the  work  in  its  entirety,  and  in  the  short  intervals  when  records  and  docu- 
ments were  available  it  increased  the  difficulty  of  the  work  and  the  need  for 
speed  in  doing  it  The  fact  that  many  of  the  documents  and  books  were  sup- 
plied in  fragmwits— no  part  being  furnished  until  the  part  furnished  had  been 
examined  and  abstracted — ^has  also  increased  the  difficulty  of  the  work  and 
consumed  time. 

My  attention  having  l)een  called  to  criticisms  in  certain  quarters  regarding 
the  expense  of  this  investigation,  I  believe  It  Is  due  the  committee  and  myself 
to  make  the  following  explanations  in  regard  to  the  work  being  done  by  me. 

The  time  spent  by  a  large  force  with  the  admitted  assistants  of  the  United 
States  Steel  Corporation  and  the  expenditure  of  a  large  amount  of  money  by 
them  is  fllustrated  by  the  report  of  Mr.  Herbert  Knox  Smith,  and  I  believe 
that  the  committee  will  fully  appreciate  the  labor  Involved  in  the  investigation 
of  the  affairs  of  a  corporation  of  such  magnitude  as  the  steel  company.  It 
flhonld  be  borne  in  mind  that  at  no  time  in  the  prosecution  of  the  work  have 
there  been  less  than  tliree  men,  and  generally  four  men,  engaged  In  doing  it 
nnd^  my  direction,  besides  typewriters  and  copyists,  and  these  necessarily 
had  to  be  of  more  than  average  skill  and  experience.  In  view  of  the  extent 
and  complexity  of  the  detail  involved  In  examining  the  finauclal  affairs  of  the 
corporation  and  its  many  subsidiaries,  this  seems  to  be  the  minimum  force  that 
con  Id  make  an  intelligent  and  comprehensive  investigation. 

If  an  appropriation  of  $25,000  had  been  devoted  to  the  accounting  work 
alone  in  the  investigation  of  the  corporation  It  would  not  have  been  too  large 
or  disproportionate  an  amount  in  comparison  with  the  fees  ordinarily  paid  to 
professional  public  accountants  for  auditing  or  Investigating  the  books  of  cor- 
porations in  general  or  this  corporation  in  particular.  This  Is  especially  true 
in  the  case  of  this  corporation  because  of  its  great  size  and  the  number  of  its 
subsidiary  concerns,  and  also  because  the  cost  of  ordinary  accounting  wmild 
be  calculated  in  consideration  of  the  expectation  that  the  corporation  itself 
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would  assist  and  facilitate  the  compilation  of  the  account,  which  was  done  for 
the  commissioner  of  corporations,  and  which  was  not  done  as  to  the  flgnras  com- 
piled by  me  for  the  particular  purposes  of  this  committea  This  was  o^idatned 
by  me  in  substance  to  the  committee  at  the  outset  of  the  work  and  before  my 
oigagement  as  accountant 

F.  J.  MacRax, 
Certified  Public  AooouMmnt, 


[IB  the  Court  of  Common  Pleas  No.  1  of  Allegheny  County,  Pa.  In  eqaity.  No.  422. 
March  term.  1900.  H.  C.  Frick,  plaintiff,  v  The  Carnegie  Steel  Co.  (L.td.),  Aodvew 
Carnegie,  Henry  Phipps,  Jr.,  L.  C.  Phipps,  George  Lauder,  C.  M.  Schwab,  H.  M.  Cuny, 
W.  II.  Singer,  A.  li.  Peacock,  F.  T.  F.  Lovejoy,  Thomas  MorrUon,  George  H.  Wl^bt- 
man,  D.  M.  Clemson,  James  Gay  ley,  A.  M.  Moreland.  Charles  L.  Taylor,  A.  B.  Whitney, 
W.  W.  Blackburn,  John  C.  Fleming,  J.  Ogden  Hoffmttn,  Millard  uunaiker,  Qeoice  E. 
McCague,  James  Scott,  H.  P.  Bope,  W.  £.  Carey,  Joseph  E.  Schwab,  L.  T.  Brown,  D.  O. 
Kerr,  H.  J.  Lindsay,  E.  F.  Wood,  H.  E.  Tener.  Jr.,  George  Megrew.  G.  D.  Packer, 
W.  B.  Dickson,  A.  C.  Case,  John  Mcl^eod,  Charles  W.  Baker,  A.  R.  Bunt,  A.  C.  Dinkey, 
P.  T.  Berg,  Charles  McCreery.  F.  T.  F.  Lovejoy,  trustee  for  the  Carnegie  Sted  Oa. 
(Ltd.),  defendants.] 

The  Joint  and  several  answer  of  the  Carnegie  Steel  Co.  (Ltd.),  Andrew  Car- 
negie, O.  M.  Schwab,  L.  C.  Phipps,  W.  H.  Singer,  Thomas  Morrison,  D.  M. 
Clemson,  James  Gayley,  and  A.  M.  Moreland. 

To  the  honorable  the  judges  of  the  said  court: 

The  answer  of  th«  Carnegie  Steel  Co.  (Ltd.),  Andrew  Carnegie,  C.  M.  Schwab, 
L.  C.  Phipps,  W.  H.  Singer,  Thomas  Morrison,  D.  M.  Clemson,  James  Qaylcy, 
and  A.  M.  Moreland,  respectfully  shows: 

First.  It  is  not  true,  as  is  averred  in  the  first  paragraph  of  the  bill  of  com- 
plaint, that  during  the  months  of  April,  May,  and  June,  in  the  year  1882,  An- 
drew Carnegie,  Henry  Phipps,  jr.,  George  lender,  W.  H.  Singer,  H.  M.  Curry, 
H.  W.  Borntraeger,  John  G.  A.  Leishman,  William  L.  Abbott,  Otis  H.  Childs, 
John  W.  Vandervort,  C.  L.  Strobel,  P.  T.  F.  Lovejoy,  P.  R.  Dillon,  W.  W.  B)a<Hc- 
bnm,  William  P.  Palmer,  L.  a  Phipps,  A.  R.  Peacock,  J.  Ogden  Hoffman,  John 
C.  Fleming,  James  H.  Simpson,  H.  P.  Bope,  H.  C.  Frick,  and  F.  T.  F.'LoTeJay. 
trustee  for  the  Carnegie  Steel  Co.  (Ltd.),  executed  and  acknowledged  certain 
articles  of  association.  The  fact  is  that  in  April,  May,  and  Jnne,  in  the  year 
1892,  Andrew  Ciimegie,  Henry  Phipps,  Jr.,  €»eorge  Lauder,  W.  H.  Singer,  BL  M. 
Curry,  H.  W.  Borntraeger,  John  G.  A.  Leishman,  William  L.  Abbott,  Otis  H. 
Childs,  John  W.  Vandervort,  C.  L.  Strobel,  F.  T.  F.  Lovejoy,  P.  R.  Dillon,  W.  W. 
Blackburn,  William  P.  Palmer,  L.  C.  Phipps,  A.  R.  Peacock,  J.  Ogden  Hoffman, 
John  C.  Fleming,  James  H.  Sipipson,  H.  P.  Bope,  H.  C.  Frick,  and  F.  T.  F. 
Lovejoy,  trustee,  did  affix  their  respective  signatures  to  a  certain  instrument  In 
writing,  of  which  a  copy  is  annexed  to  the  bill  of  complaint  as  Exhibit  A  and 
did  acknowledge  the  same ;  and  that  said  writing  was  thereafter  duly  recorded 
in  the  recorder's  office  of  AllcRheny  County,  in  limited  partnership  book,  Volume 
IX,  page  376,  on  the  30th  day  of  June,  1892 ;  but  we  do  aver  that  said  writing 
was  not  articles  of  association  for  the  Carnegie  Steel  Co.  (Ltd.),  but  in  truth 
was  what  it  purports  to  be,  an  amendment  of  the  original  certificate  nnder 
which  Carnegie  Bros.  &  Co.  (Ltd.)  had  been  duly  organized  under  the  pro- 
visions of  an  act  of  the  General  Assembly  of  the  Commonwealth  of  Pennsylva- 
nia, entitled  "An  act  authorizing  the  formation  and  regulation  of  partnerehlp 
associations,"  approved  the  2d  day  of  June,  1874,  and  the  several  supplements 
thereto.  Said  amendment  to  the  original  certificate  was  made  under  the  au- 
thority of  section  1  of  said  act  of  assembly  of  June  2,  1874,  not  for  the  purpose 
or  with  the  intent  or  with  the  effect  of  creating  a  new  partnership,  or  a  new 
partnership  association,  limited,  but  for  modifying  the  terms  of  the  original 
certificate  in  strict  accordance  with  the  authority  given  by  law. 

We  aver  that  the  shareholders  of  this  association,  at  a  meeting  held  March  25, 
1802,  at  which  the  plaintiff,  H.  C.  Frick,  was  present,  passed  resolutions  provid- 
ing for  anch  nn  amendment  to  the  articles  of  this  association  as  would  accom- 
plish the  changes  Bi>eciflcally  sot  forth  in  the  amended  certificate,  and  appointetl 
a  committee,  consisting  of  H.  C.  Frick,  H.  M.  Curry,  and  F.  T.  F.  Lovejoy, 
authorizing  and  directing  them  to  carry  out  the  details  of  a  general  plan 
which  had  been  outlined.  There  was  no  intention  on  the  part  of  any  of  the 
members  of  this  association  to  reach  any  other  result  than  a  lawful  ameoddment 
of  the  articles  of  this  association. 

We  aver  that  the  other  members  of  this  association  intrusted  to  said  com- 
mittee, including  the  plaintiff,  the  duty  of  arranging  for  said  amendment;  and 
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tbat  H.  C.  Frick  dkl  act  upon  said  committee,  and  was  the  principal  actor  in 
arraDging  the  details  and  formalities  connected  with  said  amendment.  We 
aver  tbat  at  a  share]u>lders'  meeting  of  this  association  on  July  1,  1892,  at 
which  the  piaintifC,  H.  G.  Frick,  was  present,  the  said  committee,  tlirough  the 
BSid  Frick  as  cliairman,  did  submit  to  the  shareholders  the  amended  certificate, 
with  the  statement  that  it  liad  been  duly  signed  and  executed  by  eyery  member 
and  had  been  recorded  in  Allegheny  Ck)unty ;  the  said  amended  certificate  was 
read  and  spread  at  length  upon  the  minutes,  and  on  the  motion  of  the  plaintiff, 
H.  C.  Frick,  it  was  approved,  accepted,  and  adopted.  • 

We  aver  that  the  said  amendment  as  adopted  is  in  all  respects  legal  and  In  full 
compliance  with  the  laws  of  the  Oommonwealth ;  but  we  further  aver  that  if 
it  be  as  the  said  plaintiff  now  avers,  that  there  was  any  defect  In  said  articles, 
the  said  H.  C.  Frick  was  primarily  responsible  for  said  defect  in  not  properly 
and  In  good  faith  directing  the  details  of  the  amendment  which  had  been 
intrusted  to  him  by  the  other  members  of  this  association. 

It  is  true  that  certain  of  the  persons  whose  signatures  are  aflSxed  to  said 
amended  certificate  were  not  parties  to  the  original  certificate  made  for  the 
formation  of  Carnegie  Bros.  &  Co-  (Ltd.)  on  the  1st  day  of  April,  1881,  but  all 
of  said  parties  who  signed  said  amended  certificate  had  become  members  of 
Carnegie  Bro&  &  Co.  (Ltd.)  in  the  manner  prescribed  by  law,  prior  to  the 
time  wh«i  they  afilxed  their  signatures  to  said  amended  certificate,  by  an 
election  to  membership  in  this  association,  and  transfer  to  them,  respectively, 
of  interests  in  the  association  from  persons  who  had  been  original  parties 
thereto,  as  prescribed  by  the  rules  and  regulations  of  the  association  adopted 
in  accordance  with  tlie  provisions  of  the  supplemental  act  of  June  25,  1885. 

The  averments  in  the  first  paragraph  Af  the  bill  of  complaint  with  reference 
to  a  change  in  tlie  business  carried  on  by  this  association  are  not  true.  The 
cfaaracter  of  the  business  to  be  conducted  by  the  association  is  stated  in  the 
original  certificate,  as  follows : 

""The  manufacture  and  sale  of  all  kinds  of  iron  and  steel  in  all  their 
brandies  and  the  procuration  and  pr^aration  of  all  materials  necessary  there- 
for." 

In  the  amended  certificate  the  same  lan^ruage,  literally,  is  used,  and  there 
was  not  Intended,  and  there  never  has  be«i,  in  fact,  any  change  in  the  cliaracter 
of  business  conducted  by  this  association  from  its  organization,  in  the  year 
1S81.  until  the  present  time. 

It  is  true  that  in  the  amended  certificate  the  enumeration  of  the  places  at 
which  the  business  of  the  association  was  to  be  conducted  was  enlarged,  but  ail 
the  additional  locations  were  for  the  conduct  of  business  within  the  terms  of 
the  original  certificate,  which  gave  full  scope  for  doing  everything  connected 
with  the  manufincture  and  sale  of  iron  and  steel  in  all  branches,  and  the 
procimtieti  and  preparation  of  all  materials  necessary  therefor.  This  extension 
of  the  locations  of  the  plants  of  the  association  was  only  such  enlargement  as 
the  growth  of  the  business  of  the  associatldn  required,  and  involved  no  depar- 
ture from  the  policy  which  had  always  controlled  its  management. 

It  is  true  tiliat  by  the  amendment  a  change  was  made  in  the  name  of  the 
association,  but  this  cliange  in  no  wise  created  a  new  partnership ;  but,  on  the 
contrary,  was  strictly  within  the  powers  of  the  original  association  as  pre- 
scribed by  the  statute  under  which  the  association  exists.  In  fact,  this  change 
of  name  was  incident  to  the  change  in  the  membership  of  the  association  con- 
sequent upon  the  death  of  Thomas  M.  Carnegie,  who  was  one  of  the  original 
members  thereof,  and  whose  membership  and  large  interest  in  the  association, 
in  connection  with  that  of  his  brother,  the  defendant  Andrew  Carnegie,  led  to 
the  adoption  of  the  original  name.  Upon  the  death  of  said  Thomas  M.  Carnegie, 
hJs  interest  in  the  association  bad  been  acquired  by  other  members,  and  the 
change  of  name  was  adopted  to  properly  and  appropriately  state  the  new  con- 
ditions and  give  notice  of  the  fact  of  this  change  in  membership. 

It  is  true  that  provision  was  made  in  the  amended  certiflcote  for  the  removal 
of  the  principal  office  of  the  company  into  the  city  of  Pittsburgh,  in  the  county 
of  AJl«^eny,  from  Bessemer  Station,  in  the  same  county,  where  it  had  been 
previously  situated;  but  this  change  also  was  within  the  authority  conferred 
by  the  statute,  and  was  incidental  to  the  enlarged  business  of  the  association, 
which  required  for  its  convenient  conduct  a  central  office  in  the  business  section 
of  the  dty  of  Pittisiburgh. 

It  is  also  true  that  the  amended  certificate  provided  for  a  large  increase  of 
the  capital  of  the  association.    This  change  also  was  within  the  express  pro- 
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visions  of  the  statute,  and  was  action  necessary  and  incid^ital  to  the  growth 
of  every  successful  buslnesa 

Having  thus  denied  in  detail  the  allegations  of  the  bill  with  reference  to  the 
creation  of  a  new  partnership,  we  specifically  deny  that  It  was  either  the  intent 
of  the  members  to  create  a  new  partnership,  or  that,  in  fact  or  in  law,  the 
Carnegie  Steel  Co.  (Ltd.)  was  a  different  association  from  Carnegie  Bros.  & 
Co.  (Ltd.) ;  but,  on  the  contrary,  we  do  aver  that  it  has  been  contlnuousty 
the  same  association  since  its  organization  on  the  1st  day  of  April,  1881,  and 
that  the  particular  changes,  which  were  set  forth  in  the  amended  certificate 
of  1892,  were  changes  incidental  to  the  growth  of  the  original  association,  of 
which,  by  said  amended  certificate,  legal  notice  was  given  to  the  world  at  large 
by  the  recording  of  the  same  in  compliance  with  the  provisions  of  the  statute. 

Second.  The  averments  of  the  second  paragraph  of  the  bill  of  complaint  are 
not  true  in  manner  and  form  as  made,  and  in  particular  the  averment  that  this 
association  only  acquired  the  Union  Mills  and  the  Lucy  Furnaces  in  1892,  the 
fact  being  that  said  properties  are  described  in  the  original  certificate  filed  in 
1881,  and  were  owned  by  the  association  at  the  date  of  its  organization. 

The  business  of  Carnegie  Bros.  &  Co.  (Ltd.)  from  its  organization  has  beea 
that  described  in  the  article  of  association,  to  wit:  the  manufacture  and  sale 
of  iron  and  steel  and  the  procuration  and  preparation  of  all  materials  neces- 
sary therefor.  In  the  course  of  this  business  it  has  from  the  outset  been  en- 
gaged in  the  manufacture  of  steel  rails,  structural  iron,  pig  iron,  and  billets, 
both  for  sale  to  others  and  as  raw  product  for  its  own  mills;  and  particularly 
at  the  Union  Iron  Mills— except  between  January  1,  1888,  and  July  1,  1892, 
during  which  period  they  had  been  transferred  to  Carnegie,  Phipps  &  Co. 
(Ltd.) — ^it  has  been  engaged  in  the  manufacture  of  structural  iron  and  steel, 
axles,  bars,  beams,  channels,  angles,  plates,  and  various  other  articles;  it  has 
engaged  in  the  mining  of  ore,  and  to  provide  the  fuel  needed  in  said  furnaces 
and  mills,  said  association  has  been  a  producer  of  coke. 

It  is  true  that  after  the  filing  of  the  amended  certificate,  in  the  year  1882,  the 
association  acquired,  as  it  had  the  right  to  do,  additional  works  and  mills,  and 
materially  enlarged  its  output;  but  this  enlargement  of  its  business  and  the 
acquisition  by  the  association  of  additional  properties,  we  are  advised,  and 
therefore  aver,  in  nowise  changed,  either  in  fact  or  legal  effect,  the  status  of 
said  association  as  a  Juridical  person  existing  and  having  continuous  associate 
life  under  the  provisions  of  the  act  of  June  2, 1874. 

Third.  The  averments  contained  in  the  third  paragraph  of  the  bill  of  com- 
plaint are  not  true  in  manner  and  form  as  made. 

The  facts  are  that  by  the  amended  certificate  it  was  provided  that  the  capital 
of  the  association  should  be  increased  from  $6,000,000  to  $25,000,000. 

It  is  true  that  in  the  amended  certificate  of  1892,  no  further  provision  was 
made  for  the  payment  into  the  treasury  of  the  association  of  the  original  capital 
which  had  been  subscribed  and  paid  In  in  1881.  The  absence  of  such  provision 
for  a  secopd  payment  of  ctipital  previously  paid  in,  does  not  in  anywise  In- 
juriously affect  Uie  legal  status  of  the  association ;  it  rather  may  be  referred  to 
as  evidence  of  the  intent  of  the  parties  not  to  create  a  new  association,  but  in 
accordance  with  law  to  amend  the  terms  of  the  original  certificate. 

If  by  the  averment  that  the  said  $20,000,(X)0  of  Increased  capital  stock  was  not 
paid  into  the  association  in  cash  it  is  meant  to  assert  that  said  association  did 
not  receive  said  amount  into  its  treasury  in  coin  or  bank  notes,  said  averment  is 
admitted  to  be  true;  but  it  is  nevertheless  also  true  that  said  association  did 
receive  said  amount  in  cash  in  the  manner  in  which  commercial  transactions 
involving  the  payment  of  large  amounts  of  money  are  now  almost  invariably 
carried  on,  to  wit,  by  the  receipt  of  checks  drawn  upon  solvent  and  responsible 
banks,  which  were  regularly  deposited  to  the  credit  of  the  said  association,  and, 
upon  presentation  at  the  banks  upon  which  they  were  drawn,  were  regularly 
paid.  In  addition  to  the  said  sum  of  $20,0(X),000  so  paid,  there  has  since  heea 
paid  into  said  association,  in  cash,  and  invested  In  its  property  and  business 
more  than  double  siild  amount 

Prior  to  July  1,  1892,  there  were  two  separate  partnership  associations  en- 
gaged in  various  branches  of  the  iron  and  steel  business  in  the  city  of  Pitts- 
burgh,  to  wit,  this  association  and  Carnegie,  Phipps  &  CJo.  (Ltd.).  In  further- 
ance of  the  intention  of  this  association  to  increase  its  business  and  acquire 
additional  plant,  it  was  deemed  advisable  to  purchase  the  property  of  said 
Carnegie,  Phipps  &  Co.  (Ltd.).  To  carry  out  said  intention  and  effect  said  pur- 
chase, a  contract  was  entered  into  between  Carnegie,  Phipps  &  Co.  (Ltd.),  and 
this  association  by  which  Carnegie,  Phipps  &  Co.  (Ltd.)  agreed  to  sell,  and 
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tills  association  agreed  to  purchase  all  the  physical  property  of  Carnegie,  Phipps 
A  Co.  (Ltd-)  for  the  sum  of  $10,000,000,  payable  in  cash,  which  property  at  a 
ftilr  Taluation  made  and  approved  by  Mr.  Frick,  the  plaintiff,  was  worth  that 
sum.  Therefore  on  or  about  June  30,  1892,  this  association  paid  this  amount  to 
Carnegie,  Phipps  &  Ck>.  (Ltd.)  by  check  of  this  association,  drawn  and  paid  in 
the  nsual  manner.  On  the  same  day,  pursuant  to  previous  action  of  its  board  of 
managers,  CJamegle,  Phipps  &  Co.  (Ltd.)  paid  to  its  members  a  dividend  of  200 
per  cent  or  $10,000,000,  and  the  said  members  all  being  subscribers  to  the  in- 
creased capital  of  this  association  indorsed  and  delivered  their  dividend  checks 
to  this  association,  which  checks  were  fully  deposited  and  collected  in  the  usual 
manner. 

On  the  same  day,  to  wit,  June  80, 1892,  this  association,  pursuant  to  previous 
action  of  its  board  of  managers,  paid  to  Its  members  a  dividend  of  2(X)  per 
cent,  or  $10,000,000,  representing  tlie  earnings  previously  Invested  In  the  com- 
pany's property,  and  the  said  members,  being  subscribers  to  Its  Increased  capital, 
indorsed  and  delivered  their  dividend  checks  to  this  association,  which  checks 
were  duly  deposited  and  collected  In  the  usual  manner.  As  we  are  advised, 
and  therefore  aver,  the  fact  that  payment  was  made  by  checks  drawn  on  a 
soWent  bank  against  an  actual  balance  to  our  credit  rendered  said  payment 
none  the  less  a  good  and  sufficient  payment  of  said  capital  subscriptions  In  cash, 
in  accordance  with  the  true  spirit  and  intent  of  the  said  articles  of  association 
and  the  laws  of  Pennsylvania. 

We  farther  aver  that  If  said  method  of  payment  be  In  anywise  open  to  criti- 
cism (which  we  do  not  admit,  but,  on  the  contrary,  deny),  It  was  devised, 
approved,  and  carried  out  by  the  plaintiff,  to  whom  his  associates  had  committed 
the  supervision  and  control  of  the  transaction,  and  we  are  advised  and  believe, 
and  therefore  aver,  that,  as  against  the  said  association  and  the  members 
thereof,  the  plaintlfT  Is  estopped  from  In  anywise  questioning  the  propriety  and 
Ttlidity  of  his  own  acts. 

Fourth.  Save  from  the  averments  of  the  fourth  paragraph  of  said  bill  and 
the  past  actions  of  the  plaintiff,  we  have  no  knowledge  respecting  the  matters 
set  forth  In  this  paragraph  of  said  bill ;  and  If  the  same  be  In  anywise  material, 
call  for  proof  thereof.  We,  however,  are  advised,  and  therefore  aver,  that 
whatever  advice  the  plaintiff  may  have  recently  received  or  whatever  may 
have  been  his  former  belief  as  to  the  legal  status  of  this  association,  his  actions 
in  the  past  In  connection  with  It  and  Its  business  have  been  such  as  to  estop 
him,  as  against  the  association  or  the  members  thereof,  from  questioning  the 
validity  of  Its  organization  as  a  partnership  association  under  the  statutes  of 
Pennsylvania ;  and  we  do  further  aver  that  In  fact  and  In  law  the  said  associa- 
tion is  now  and  always  has  been  a  partnership  association,  duly  organized  and 
existing,  and  is  not  now  and  never  was  a  general  partnership. 

Fifth.  The  averments  of  the  fifth  paragraph  of  said  bill  are  true  in  part. 
It  is  not  true,  however,  as  insinuated  in  said  paragraph,  that  prior  to  July  1, 
1892,  the  business  of  the  association  was  limited  to  the  manufacture  of  steel 
ralla  It  Is  not  true  that  on  June  30,  1892,  Charles  L.  Taylor,  E.  H.  Utley, 
C.  M.  Schwab,  John  A.  Potter,  James  Gayley,  and  Thomas  Morrison,  or  any 
of  them,  were  members  of  said  association  or  held  Interests  therein.  In  so  far 
as  they  or  any  of  them  had  any  inchoate  or  contingent  right  or  Interest  in  the 
capital  of  said  association,  it  was  held  in  the  name  of  F.  T.  F.  Lovejoy,  trustee, 
being  in  amount  2  per  cent  in  addition  to  the  amount  in  said  paragraph  meu- 
tion^J  as  held  by  said  F.  T.  F.  Lovejoy,  trustee.  It  is  not  true  tha.t  on  July  1, 
1802,  the  business  of  Carnegie  Bros.  &  Co.  (Ltd.)  was  merged  into  that  of  the 
Carnegie  Steel  Co.  (Ltd.),  or  that  the  latter  company  assumed  the  contracts  of 
the  former.  The  Cample  Steel  CJo.  (Ltd.)  was  and  is  the  same  partnership 
association  formerly  existing  under  the  name  of  Carnegie  Bros.  &  Co.  (Ltd.) 
and,  subject  to  the  change  of  Its  name  and  other  changes  defined  and  set  forth 
in  the  amendment  of  its  "articles  of  association,  retained  the  property  and  con- 
tinued the  business  formerly  held  and  conducted  under  the  name  of  Carnegie 
BroSL  &  Co.  (Ltd.)-  No  business  has  been  done  since  July  1,  1892,  in  the  name 
of  Carnegie  Bros.  &  Co.  (Ltd.),  because  on  said  date  the  association  ceased  to 
bear  that  name  and  took  its  new  name,  to  wit,  the  Carnegie  Steel  Co.  (Ltd.), 
which  1^  has  since  used. 

Sixth.  The  averments  contained  in  the  sixth  paragniph  of  the  bill  are  true 
so  far  as  stated,  but  are  not  sufficiently  full  to  present  to  the  court  all  material 
facts  connected  with  the  matters  referred  to.  The  history  of  plaintiff's  member- 
ship in  this  association  Is  as  follows : 
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On  or  about  the  14tli  day  of  January,  1887,  the  plaintiff  entered  into  a  con- 
tract in  writing,  of  which  a  copy  1b  annexed  hereto  as  Exhibit  A.  Up  to  that 
time  the  plaintiff  had  not  been  a  member  of  this  association.  The  arrangement 
expressed  in  said  written  contract  was  in  accordance  with  the  policy  which  had 
been  previously  adopted  by  the  association  and  its  principal  members  In 
securing  the  services  of  young  men  whom  it  was  believed  would  be  useful  in 
the  future  conduct  of  the  business  and  whose  energies  would  be  stimulated 
by  admission  into  the  body  of  the  association  upon  the  basis  of  an  interest 
in  its  property  and  profits,  provision  I:)eing  made  for  the  payment  by  such  newly 
admitted  members  out  of  future  profits  of  the  book  value  of  the  interest  which 
they  acquired. 

After  his  admission  into  the  membership  of  the  association  the  plaintiff 
exhibited  zeal  and  energy  in  promoting  its  business,  and  it  was  believed  that 
he  was  one  who  would  become  permanently  identified  with  the  property  and 
always  remain  an  efficient  and  valuable  member  of  its  working  force.  Upon 
this  basis  and  for  the  purpose  of  further  stimulating  bis  efforts,  in  the  month 
of  May,  1889,  a  contract  was  entered  into  between  this  association,  on  the  one 
side,  and  the  plaintiff,  on  the  other,  whereby  an  option  was  given  to  the 
plaintiff  to  acquire  on  the  1st  day  of  January,  1804,  a  further  Interest  of  3 
per  cent  in  the  capital  of  the  company  at  its  book  values  on  January  1,  1889. 
Thereafter,  to  wit,  on  the  20th  day  of  November,  1890,  with  the  consent  of  the 
plaintiff,  this  option  was  abrogated,  but  as  compensatluu  therefor  the  plaintiff 
was  credited  in  his  account  with  the  association  with  the  sum  of  $138,146,68, 
representing  the  increment  in  the  book  value  of  the  Interest  covered  by  his 
option  from  the  date  of  said  contract  until  the  date  of  its  abrogation.  On  the 
31st  day  of  October,  1890,  the  plaintiff  entered  into  a  contract  with  the  de- 
fendant Andrew  Carnegie  for  the  acquisition  of  an  additional  1  per  cent  of 
the  capital  of  the  association  at  its  book  value;  and  thereafter,  to  wit,  od  the 
1st  day  of  May,  1891,  a  further  contract  was  entered  into  between  said  plaintiff 
and  the  defendant  Andrew  Carnegie  for  the  acquisition  by  the  plaintiff  of  an 
additional  8  per  cent  of  the  capital  of  the  company  at  its  book  value.  For  the 
interest  thus  acquired  the  plaintiff  made  no  cash  payment,  except  as  heceln- 
after  stated,  but  was  charged  in  account  with  the  book  value  of  the  same,  and 
from  time  to  time  with  interest  on  said  book  value  at  the  rate  of  6  per  cent  per 
annum,  and  in  turn  was  credited  with  the  dividends  as  the  same  were  from 
time  to  time  declared.  Said  dividends  largely  exceeiled  the  interest  charged 
upon  the  book  value,  and  by  these  credits  the  charge  against  the  plaintiff  for 
the  purchase  price  was  rapidly  reduced. 

In  the  month  of  February,  1895,  the  plaintiff  was  the  owner  of  11  per  cent 
of  the  capital  of  this  association,  upon  which  he  then  was  indebted  to  the 
said  Andrew  Carnegie  in  the  sum  of  $1,809,191.83  as  a  balance  of  the  purchase 
price.  For  this  amount,  however,  under  his  agreement  with  Andrew  Carnegie, 
he  was  not  personally  liable,  the  interests  acquired  being  only  security  ttaecefor, 
and  the  only  asset  out  of  which  the  said  Carnegie  was  entitled  to  collect  die 
purchase  price.  It  being  then  a  period  of  general  commercial  depression,  par- 
ticularly in  the  iron  and  steel  Industries,  the  plaintiff  went  to  the  said  Andrew 
Carnegie  and  expressed  to  said  Carnegie  a  desire  to  reduce  his  holdihgs'  In 
this  association,  and  requested  the  said  Carnegie  to  purchase  from  him  at  the 
then  book  value  5  per  cent  out  of  the  11  per  cent  then  held  by  plaintiff.  In 
compliance  with  his  desire,  and  to  relieve  the  plaintiff  of  the  charge  which 
the  plaintiff  then  declared  to  be  a  burden  upon  him,  th^  said  Camegie 
acceded  to  said  request,  purchased  said  5  i)er  cent,  aud  gave  the  plaintiff 
credit  for  the  book  value  thereof  as  It  then  stood,  which  was  greatly  in  excess 
of  the  price  at  which  the  plaintiff  had  acquired  it. 

By  reason  of  said  retransfer  of  sjild  5  per  cent  the  Interest  of  the  plaintiff 
in  the  capital  of  this  association  was  reduced  to  6  per  cent  of  the  whole,  and 
the  balance  due  by  said  plaintiff  for  the  purchase  price  was  finally  adjusted 
and  settled  as  between  the  plaintiff  and  the  said  Andrew  Carnegie  by  the 
said  Carnegie  taking  In  payment  of  said  balance,  $129,000  in  bonds  of  the 
H.  C.  Frick  Coke  Co.,  at  par,  and  $191.93  in  cash. 

Seventh.  The  averments  contained  in  the  seventh  paragraph  of  the  bill  of 
complaint,  although  partially  true,  are  not  true  In  manner  and  form  ds  made. 

It  Is  true  that  on  the  14th  day  of  January.  1889,  the  plaintiff  was  elected 
chairman  of  this  association.  It  Is  true  that  the  plaintiff  was  reelected  as 
chairman  from  year  to  year,  and  continued  to  act  as  such  until  January  11, 
1895.  From  January  11,  1895,  to  December  5,  1899,  the  plaintiff  was  only 
chairman  of  the  board  of  managers.    On  January  11,  1S95,  the  by-laws 
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amended  and  tbe  offlkse  ol  prestdent  of  this  association  was  crented,  in  whom 
were  TCfited  the  general  execative  powers  which  had  prior  to  that  time  been 
exercised  by  the  chairman,  and  the  duties  of  the  chairman  of  the  board  of 
managers  were  Jimited  to  presiding  at  the  meetings  of  the  board,  and  to  being 
ex  officio  a  member  of  all  committees  of  the  same. 

Since  the  creation  of  the  office  of  president  in  the  year  1895,  the  business  of 
the  association  had  been  comdncted  under  the  direction,  supervision,  and  man- 
agement of  the  persons  who  from  time  to  time  held  the  office  of  president. 
From  January  11,  1896,  to  April  1,  1897,  this  office  was  filled  by  Mr.  John  G.  A. 
Leishman.  Since  the  resignation  of  said  Leishman,  said  office  has  been  filled 
by  C.  M.  Schwab,  who  now  holds  it.  The  duties  of  the  plaintiff,  as  chairman 
of  tbe  board,  have  been  largely  of  tbe  advisory  character  incidental  to  the 
office.  He  has  attended  the  meetings  of  tbe  board  with  regularity,  and  kept 
himself  actively  informed  as  to  the  business  of  the  company,  but  his  time 
has  been  largely  employed  in  attention  to  his  duties  in  connection  with  other 
enterprises  in  which  he  has  been  Interested,  and  in  various  speculative  schemes 
for  placing  the  property  of  the  association  in  the  hands  of  promoters  to  be 
floated  in  marketable  securities  on  the  pobMc. 

We  do  not  question  that  in  certain  Hues  the  plaintiff  is  a  man  of  ability,  and 
we  ^ould  have  been  glad  to  have  him  continue  in  the  business  of  said  associa- 
tion had  not  he  himself  rendered  such  continuance  impossible.  The  principle 
uiMm  which  this  association  is  organized  and  conducted  is  that  while  various 
departments  shall  be  committed  to  the  management  or  supervision  of  the  va- 
rious members,  all  shall  cooperate  to  the  accomplishment  of  the  general  design, 
and  to  the  success  of  the  business,  and  that  in  the  action  of  the  board  of  managers 
all  matters  submitted  shall  have  tbe  consideration  of  the  nine  members  of  said 
board  and  tbe  benefit  of  the  indepMdent  Judgment  of  each.  The  plaintiff,  not- 
withstanding his  ability,  is  a  man  of  imperious  temper.  Impatient  of  opposition, 
and  disposed  to  make  a  personal  matter  of  any  difference  of  opinion,  even  on 
questions  of  mere  business  policy.  At  times,  moreover,  he  gives  away  to 
violent  outbursts  of  passion,  which  he  is  either  unable  or  unwilling  to  control. 
He  demands  absolute  power  and  without  it' is  not 'satisfied.  After  January 
11, 1886,  when  he  eeased  to  be  chairman  of  said  association,  and  became  merely 
chairman  of  its  boaixl  of  managers,  tbe  plaintiff  was  aud  continued  to  be  rest- 
less and  disss tisfied«  He  sought  an  enlargement  of  his  iMwers,  which  could 
not  be  properly  granted  for  the  reas<m  that  such  action,  it  was  thought,  would 
indicale  a  liack  of  confidence  in  the  president  of  the  association  and  would  tend 
to  destroy  the  infiaenoe  and  authority  of  his  position  as  the  chief  executive. 
The  plaintiff  <diafed  under  the  limitation  upon  his  powers,  and  the  discordant 
situation  which  has  acutely  developed  during  the  past  year  is  largely  due  to 
the  piaintUTs  disaathrf^ctiSB  with  the  transfer  of  the  chief  executive  powers 
of  the  association  to  the  president. 

It  Is  true  that  the  defendant  Andrew  Carnegie  has  for  many  years  past 
*^ssid8d  in  the  city  of  New  York  and  that  he  has  spent  a  portion  of  his  time 
abroad.  He  has  not  been  in  reeent  years  either  an  officer  or  manager  of  said 
association,  nor  has  he  undertaken  the  charge  or  management  of  Its  business 
in  general  or  in  detail;  but  nevertheless,  whether  at  home  or  abroad,  he  has 
dlways  kept  in  close  toueh  with  said  business  and  the  management  thereof,  and 
in  an  advisory  way  has  from  time  to  time  participated  in  said  management. 

The  practice  of  the  association  since  the  year  1895  has  been  to  hold  weekly 
ineiAiiigB  of  its  board  of  mauagera  At  these  weekly  meetings  full  reports  are 
made  from  all  defxirtments  with  respect  to  all  matters  of  interest  in  the  usso- 
<'lailon's  buainess.  The  substance  of  the  discussions  at  these  meetings  Is  t.iken 
liova  steaographically  and  a  copy  of  these  proceedings  furnished  to  each  absent 
manager  and  to  the  defendant  Carnegie.  The  proceedings  are  then  entered  in  a 
book,  and  this  record  has  been  approved  by  the  plaintiff  In  writing  as  chaii man 
of  die  board,  whereby  the  plaintiff  has  at  all  times  had  full  and  complete  notice 
and  actual  knowledge  of  aU  matters  transacted  in  the  meetings  of  said  board 
of  managenL  The  defendants  beg  leave  to  refer  at  length  to  these  proceedings 
as  containing  evidence  of  the  close  and  careful  attention  given  by  the  defendant 
Andrew  Carnegie  to  all  matters  of  Importance  in  the  managemoit  of  the  current 
buainess  of  the  association,  and  also  of  the  notice  ^ud  knowledge  of  ssiid 
Hiatters  had  by  the  plaintiff. 

We  deny  that  aboat  December  5,  1899,  Carnegie,  without  cause  and  actuated 
by  matevoient  motives,  demanded  the  plaintiff's  resignation  of  his  position  as 
chalrann  of  the  board  of  managnv.  •  We  aver  that  the  only  motive  which 
actuated  Carnegie  was  a  desire  for  what  he  believed  to  be,  and  what  in  fact 
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was,  for  the  best  interests  of  the  association.  We  deny  that  plaintilTs  reslgoa- 
lion  was  demanded  by  Carnegie,  The  plaintiff  was  informed  by  Carnegie  thai 
he  had  better  resign  for  his  own  salce  and  to  avoid  the  necessity  of  a  refasal 
to  reelect  him  at  the  approaching  annual  meeting.  This,  however,  was  done  in 
the  Icindliest  spirit  and  after  all  the  acting  members  of  the  board  of  managers 
had  signed  a  paper  requesting  the  plaintiff  to  resign  his  office.  We  deny  that 
plaintiff's  resignation  as  chairman  was  actuated  by  any  other  motive  than  a 
desire  to  escape  the  humiliation  of  being  removed  without  bis  consent  by  his 
partners.  We  admit  that  the  plaintiff  had  participated  in  the  association's  busi- 
ness up  to  the  time  of  his  resignation,  and  that  some  of  its  affairs  were  con- 
ducted  under  his  supervision. 

EightlL  The  averments  contained  in  the  eighth  paragraph  of  the  bill  of  con»- 
plaint,  while  partially  true,  are  not  true  in  manner  and  form  as  made. 

Andrew  Carnegie  was  a  member  of  this  association  from  the  date  of  its 
organization  and  he  was  also  a  member  of  the  limited  partnership  assodatioii 
which  existed  under  the  name  of  Cam^e^  Phipps  &  Co.  (Ltd.).  He  is  a  mem- 
ber of  this  association,  which  by  its  change  of  name  became  known  as  the  Car- 
negie Steel  Co.  (Ltd.),  but  he  did  not  become  a  member  thereof  by  signing  the 
certificate  executed  in  the  year  1892.  His  membership  in  this  association 
arises  out  of  his  original  subscription  to  Its  capital  in  the  certificate  of  organi- 
zation which  bears  date  the  1st  day  of  April,  1881,  and  which  is  annexed 
to  the  bill  of  complaint  as  Exhibit  B.  He  is,  and  has  been  since  its  organi- 
zation, a  member  of  the  association,  and  at  the  present  time  his  interest  in  the 
capital  thereof  is  68^  per  cent 

It  is  true  that  some  of  the  members  whose  names  are  affixed  to  the  amended 
certificate  of  1892,  which  is  annexed  to  the  bill  of  complaint  as  Exhibit  A, 
erroneously  styled  "The  original  articles  of  association  of  the  CSamegie  Steel 
Go.  (Ltd.),*'  have  disposed  of  their  interests  in  the  association,  and  that  from 
time  to  time  new  members  have  been  admitted  who  have  acquired  the  interests 
thus  disposed  of.  All  of  said  transfers  have  been  made  upon  the  books  of  tlie 
association  upon  the  basis  of  the  "  book  value "  thereof,  as  prescribed  in  th* 
agreement  known  among  the  members  as  the  "ironclad  agreement,"  of  which 
a  copy  was  annexed  to  the  contract  under  which  the  plaintiff  became  a  member 
of  the  association  and  which  is  printed  as  Exhibit  A  to  this  answer.  It  is, 
moreover,  the  same  ^stem  followed  by  the  association  with  reference  to  the 
acquisition  by  the  plaintiff  of  his  interests  therein  and  which  enabled  the  plain- 
tiff to  acquire  and  pay  for  said  interests  without  the  expenditure  or  investment 
of  any  of  his  own  taids,  except  to  the  extent  hereafter  stated. 

It  is  true  that  the  members  who  have  been  admitted  to  this  association  ainoe 
July  1,  1892,  are  still  chargeable  with  a  balance  due  upon  account  of  the  pur- 
chase price  of  the  interests  to  which  they  have  been  admitted,  and  that  the 
interests  of  said  members  are  held  as  collateral  for  the  full  payment  of  aaid 
balance,  and  that  Andrew  Carnegie,  Henry  Phipps,  jr.,  George  Lauder,  W.  H. 
Singer,  and  H.  P.  Bope,  with  the  plaintiff,  are  the  only  persons  who,  on  the 
31st  day  of  December,  1899,  held  their  interests  free  from  such  charge,  and  that 
the  list  of  shareholders  in  this  association  on  the  30th  day  of  December,  1890. 
is  as  stated  in  the  eighth  paragraph  of  the  bill,  and  that  since  said  30th  day 
of  December,  1899,  certain  changes  in  membership  have  been  made,  as  stated  in 
said  eighth  paragraph  of  the  said  bill. 

We  admit  that  Andrew  Carnegie's  interest  in  this  association  has  always 
exceeded  50  per  cent.  The  said  Carnegie's  holdings  have  fluctuated  from  time 
to  time,  caused  by  purchases  made  by  him  whenever  anyone  desired  to  sell 
his  holdings  and  no  other  purchaser  could  be  found,  said  Carnegie  being  always 
willing  to  pay  the  value  of  the  same  as  shovm  on  the  books  of  the  association. 
The  interests  which  have  been  sold  from  time  to  time  to  new  members,  indnding 
plaintiff,  have  been  largely  funiishod  by  the  said  Carnegie,  and  always  at  the 
"  book  value,"  he  always  being  willing  to  sell  for  the  sake  of  taking  in  new 
members.  While,  however,  it  Is  true  that  the  Interest  of  said  Carnegie  in  the 
association  has  always  exceeded  50  per  cent  of  the  entire  capital,  it  is  not  true, 
ns  is  in  the  eighth  paragraph  of  the  bill  insinuated,  that  by  said  interest  he  has 
controlled,  or  sought  to  control,  his  associate  members. 

The  fact  is  that  by  reason  of  his  age,  and  experience  as  one  of  the  few  sur- 
viving founders  of  the  business,  and  the  friendly  relations  which  said  Carnegie 
has  always  maintained  with  the  other  members  of  said  association,  as  well  as 
by  reason  of  his  large  interest  therein,  many  or  all  of  the  members  and  man- 
agers thereof  are  ready  and  willing  to  hear  with  deference  and  to  consider 
with  care  his  views  on  any  matters  pertaining  to  the  management  of  said 
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bnaiiiesB,  but  said  Carnegie  does  not  ask  or  expect  them  or  any  of  them  to  defer 
to  his  judgment  regardless  of  their  own  personal  beliefs  or  convictions,  and,  on 
the  contrary,  does  ask  and  expect  them  and  all  of  them  to  exercise  their  own 
Judgmoit  in  any  and  all  matters  pertaining  to  said  business,  and  to  govern  their 
actions  accordingly,  and  they  are  accustomed  so  to  do. 

The  extent  of  the  interest  which  the  said  Andrew  Carnegie  now  holds  and 
always  has  held  in  this  association,  to  wit,  an  interest  in  excess  of  60  per  cent 
has  resulted  rather  from  the  necessities  of  the  case  than  from  any  desire  or 
intention  on  his  part  to  hold  a  controlling  interest  in  said  business.  The  said 
Andrew  Carnegie  first  engaged  in  the  iron  business  in  the  city  of  Pittsburgh 
about  40  years  ago,  and  ever  since  has  been  continuously  engaged  therein  and 
the  aiterprises  developed  therefrom.  About  80  years  ago  he  became  convinced 
that  the  methods  then  In  general  use  in  the  manufacture  of  iron  would  be  soon 
and  rapidly  superseded  by  new  methods  and  processes  for  the  manufacture  of 
steel,  and  that  the  use  of  steel  would  be  greatly  increased  and  would  for  very 
many  purposes  take  the  place  of  iron.  In  this  view  the  said  Andrew  Carnegie 
in  association  with  others  engaged  in  the  manufacture  of  steel  rails.  The  busi- 
ness so  begun  and  the  properties  connected  therewith  formed  a  part  of  the  plant 
acquired  by  Carnegie  Bros.  &  Co.  (Ltd.)  at  the  time  of  its  organization  in  1881. 

Both  before  and  after  said  date  many  of  those  interested  in  said  business 
with  the  said  Andrew  Carnegie  withdrew  or  retired — some  because  of  dis- 
couragement with  the  prospects  of  the  business  and  some  for  other  reasons. 
During  all  this  time,  covering  the  inception  and  development  of  the  business, 
the  said  Andrew  Carnegie  was  the  one  man  connected  therewith  who  never 
lost  faith  in  the  business,  and  who  never  faltered  in  his  belief  that  the  city 
of  Pittsburgh  and  its  vicinity  presented  the  most  favorable  locations  for  the 
establishment  and  development  thereof;  and  the  said  Andrew  Carnegie  by 
reason  of  his  said  fkith  and  belief  always  stood  ready  to  take  the  interests  of  any 
and  all  such  discouraged,  timid,  deceased,  or  retiring  members,  and  did  in  fiicl 
from  time  to  time  take  and  acquire  the  same,  and  thus  in  the  end  at  and 
prior  to  the  organization  of  Carnegie  Bros.  &  Co.  (Ltd.),  held  a  majority 
interest  therein.  His  majority  interest  now  owned  is  in  part  made  up  of 
portions  of  the  interests  of  others  who  have  continued  to  be  members  of  said 
association.  The  holder  of  the  next  largest  present  interest  heretofore  reduced 
the  same  nearly  one-third,  and  the  plaintiff  heretofore  reduced  his  interest 
nearly  one-half,  both  of  which  reductions  came  about  because  the  said  Andrew 
Carnegie^  at  the  urgent  request  of  his  said  associates,  was  induced  to  purchase 
the  said  portions  of  their  respective  interests  at  the  value  thereof  as  shown 
by  the  company's  books.  So  far  from  using  his  said  majority  interest  for  the 
purpose  of  personally  controlling  the  said  business  or  of  controlling  his  part- 
ners therein,  it  is  the  fact  that  at  the  suggestion  and  request  of  the  said 
Andrew  Ctemegie  the  organization  of  the  said  association  is  now  and  for  year^ 
has  l>een  such  as  to  deprive  the  said  Andrew  Carnegie,  in  large  part,  of  such 
controL  It  is  expressly  provided  by  the  by-laws  of  said  association  that  the 
members  thereof,  by  a  majority  in  number  as  well  as  in  value  of  interest,  shall 
elect  the  managers,  and  by  such  provisions  the  power  and  influence  of  the 
holders  of  small  interests  are  preserved  and  protected. 

The  averments  of  the  eighth  paragraph  of  said  bill  in  so  far  as  inconsistent 
herewith  are  denied. 

Ninth.  The  averments  contained  in  the  ninth  paragraph  of  the  bill  of  com- 
plaint-arc not  true  in  manner  and  form  as  made,  although  it  is  true  that  the 
business  of  this  association  has  been  profitable  since  its  organization,  and  dur- 
ing the  last  three  years  has  been  very  profitable  and  successful. 

And  it  is  true  that  in  the  month  of  November,  1899,  when  the  said  defendant 
Andrew  Carnegie,  the  plaintiff,  and  others  connected  with  the  said  steel  com- 
pany were  at  luncheon,  the  various  persons  present,  largely  by  way  of  Jest  or 
banter,  undertook  to  make  estimates  of  the  profits  of  the  company  for  the  year 
1900,  and  that  the  def^dant  Andrew  Carnegie,  under  the  conditions  then  exist- 
ing, did  make  an  estimate  substantially  as  averred  iu  the  ninth  paragraph  of 
said  bill.  Such  estimate,  however,  was  a  mere  guess  at  results  to  be  ascertained 
14  months  in  the  future,  and  which  then  were  and  still  are  involved  in  great 
uncertainty. 

It  is  also  true  that  for  the  year  1899  the  profits  of  said  company  were  sub- 
stantially as  averred  by  the  plaintiff  in  said  paragraph.  The  profits  so  stated, 
however,  refer  only  to  the  difference  between  the  amount  of  sales  and  the 
actual  exp^ises  of  manufacture,  and  do  not  by  any  means  indicate  the  amount 
available  fdr  distribution  as  dividends  among  the  members  of  said  association. 
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The  actual  capital  of  said  association  by  reason  of  its  accumulated  and  invested 
earnings  is  largely  in  excess  of  its  naminal  capital,  and  the  present  oonditioii 
of  prosperity  in  said  business  is  entirely  exceptional.  It  is  greater  than  It  has 
eyer  been  in  the  past,  and  its  continuance  is  altogether  uncertain.  Moffeaver, 
in  order  to  maintain  the  standard  of  economy  and  efficiency  which  is  reqnlBlte 
to  the  continued  success  of  the  company,  it  has  be«i  necessaiy  in  the  past  and 
will  be  necessary  in  the  future  to  absorb  a  large  part  of  the  annual  profits  of 
the  company  in  extension  and  enlargement  of  its  property  and  facilities,  In  the 
purchase  of  modem  machinery  and  appliances,  and  the  adoption  of  new  meth- 
ods and  processes.  Of  the  profits  of  the  year  1899  above  r^erced  to,  it  was  not 
thought  proper  to  distribute  more  tlian  one-fourth  thereof  as  dividends  ani<Hig 
the  members  of  said  association,  and  the  remaining  three-fourths  neceaasrUy 
went  into  the  business  of  the  company. 

It  is  not  true  that  on  December  31,  1899,  the  said  association  had  assets  or 
property,  either  real  or  personal  or  tangible,  in  any  form  which  the  said  asao 
elation  in  its  legal  capacity  could  transfer  which  were  worth  $250,000,000;  nor 
did  the  defendant  Andrew  Carnegie  over  assert  that  said  assets  were  in  excess 
of  that  sum.  The  said  Andrew  Carnegie  has  repeatedly  expressed  the  opinion, 
with  reference  to  the  earning  caimclty  of  said  company,  that  the  personnel  of  Its 
organization  was  worth  more  than  all  the  property  of  the  company.  It  la  true 
that  the  said  Andrew  Carnegie  has  expressed  and  still  holds  sanguine  views 
as  to  the  future  of  said  company,  but  any  such  views  are  based  upon  the  main- 
tenance of  the  organization  of  the  said  company  in  its  present  condition  of 
efficiency  and  harmony. 

The  facts,  which  the  plaint i IT  has  distorted  In  order  to  give  color  to  the  aver- 
ments contained  in  the  ninth  paragraph  of  the  bill,  are  these: 

For  some  time  past  the  plaintiff  has  been  Interesting  himself  in  sA&nem  to 
transfer  the  property  of  this  association — at  first  to  a  proposed  combination  of 
steel  companies,  and  later  to  a  corporation  whose  securities  might  be  floated  on 
the  market  and  disposed  of  to  the  public  upon  the  basis  of  a  capitalization  of 
the  earning  power  of  the  plant  owned  by  the  association  in  combination  with 
the  slEill,  experience,  and  ability  of  its  members.  We  have  no  purpose  or  Intent 
to  depreciate  the  earning  power  of  our  property  when  managed  by  its  present 
organized  membership.  But  it  has  always  l>een  the  policy  of  this  associatlen 
from  its  outset  to  regard  itself  as  an  association  of  Individuals  who  have  united 
together  their  fortune,  their  talents,  and  their  industry  to  manufacture  iron 
and  steel  in  all  branches  in  the  l>est  form,  by  the  best  processes,  and  at  the  most 
moderate  cost,  and  by  such  attention  to  the  true  purpose  of  its  organisatloQ 
.  to  produce  for  those  interested  in  the  association  the  largest  profits  which  can 
be  made.  As  a  means  of  securing  the  best  results  and  the  most  intelligent  atten* 
tion  to  the  details  of  the  business,  by  which  alooe  can  manufacturing  operatioss 
be  cH>nducted  at  a  profit,  it  was  the  policy  of  those  whose  intelligence  and  faith 
in  results  founded  the  business  to  associate  with  themselves  from  time  te  time 
a  numl>er  of  young  employees,  who,  by  becoming  directly  members  of  the  asso- 
ciation, would  be  stimulated  to  the  very  best  work.  The  result  luis  justified 
the  belief  that  this  method  was  the  true  method  of  carrying  on  large  opera- 
tions, and  the  profits  which  have  resulted  do  not  represent  simply  eamlagB  or 
interest  on  the  capital  invested,  but  have  be&i  the  product  from  year  to  year 
of  the  brain,  intelligence,  and  Industry  of  the  several  members  who,  in  tlieir 
separate  departments,  have  so  conducted  the  business  of  the  association  as  to 
produce  this  profit.  Any  capitalization  of  the  earning  power  of  tlie  enterprise 
as  a  going  concern  would  in  nowise  r^>resent  only  the  value  of  the  plant  sod 
other  property  which  are  the  assets  of  the  association,  and  to  which  alone 
upon  his  withdrawal,  retirement,  or  exciuaion  from  the  association  the  plsintifT 
is  entitled  to  an  account. 

Such  capitalization  would  be  based  upon  the  continued  operation  of  the 
plant  by  the  members,  upon  whose  future  earning  power  the  plaintiff  has  no 
l^n  or  claim. 

Having  so  answered,  we  do  respectfully  suggest  that  any  such  estimate  of 
values  of  our  assets  as  is  ccmtained  in  the  ninth  paragraph  of  the  plaintifrs  hill 
Is  wholly  immaterial,  as  we  are  advised,  in  the  present  case.  The  rights  of 
the  plaintiff  touching  the  price  which  is  to  be  paid  to  him  for  his  interest  are 
based  altogether  upon  the  "  ironclad  agreement "  to  which  he  is  a  party.  The 
value  of  his  interest  is  by  the  terms  of  said  agreement  to  be  ascertained  by 
reference  to  the  books  of  the  company.  Those  books  were  under  tlie  super^ 
vision  of  the  plaintiff  until  the  day  of  his  resignation  from  the  chainsandUp  of 
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our  company,  and  the  entries  have  been  made  frcHn  time  to  time  in  accordance 
witli  his  expreoi  jadgn^t. 

Theae  books  show  that  the  net  value  on  the  Slst  day  of  December,  1890,  of 
ttie  assets  of  the  association  was  $75,610,104.06.  To  a  large  extent  this  book 
valne  represents  the  actual  cost  of  the  properties  represented  in  the  balance 
sheets  of  the  association.  From  time  to  time  during  the  plaintiflTs  membership 
in  the  aflsociatiOQ  he  and  other  members  were  appointed  a  committee  to  revalue 
certain  assets.  In  every  instance  of  such  revaluation  the  plaintiff  hinmelf  hns 
bean  a  member  ttt  such  committee,  and  the  values  now  entered  and  the  proper- 
ties included  as  having  \*aliie  may  be  taken  as  the  plaintifiTs  own  statement  of 
their  value  to  his  fellow  members,  on  which,  during  the  plaintiffs  membership, 
more  than  15  settlements  have  been  made  with  retiring  members  or  the  estate 
of  deceased  members. 

In  the  year  1802,  and  in  anticipation  of  the  dividend  of  profits  which  was 
then  declared,  the  assets  of  the  association  were  carefully  revalued  and  ap- 
pmlaed  by  a  committee  coDsisting  of  H.  C.  Frick,  H.  M.  Onrry,  and  F.  T.  F. 

▲gain,  in  the  year  1S&&,  at  the  suggestion  of  a  committee  consisting  of  H.  C. 
Fiteii,  Henry  Phipps,  jr^  and  F.  T.  F.  LoveJoy  certain  changes  were  made  in 
the  "  book  vslues  "  of  the  assets  of  the  association,  and  the  result  thus  raached 
was  a  }nst,  fair,  and  reasonable  valuation  of  said  assets  and  was  so  accepted  by 
the  assodatioB. 

Bvery  month  a  balance  sheet  of  the  association's  asssets  and  liabilities  has 
been  prepared  and  a  copy  of  the  same  furnished  to  the  plaintiif,  on  which 
baUmoe  dieet  the  "  book  value  '*  of  the  capital  is  clearly  shown ;  and  we  aver 
that  the  valuation  of  the  assess  as  shown  on  said  books  and  balance  sheets  is  a 
fan,  telr,  and  accorate  valuation  of  the  same,  and  that  there  has  not  been 
omitted  from  such  l>ook8  and  balance  sheets  any  asset  wltlch  should  properly 
find  a  place  thereon. 

TOith.  No  tenth  paragraph  in  bill. 

Blev^nth.  The  averments  contained  In  the  eleventh  paragraph  of  the  bill  are 
not  true,  and  in  particular  It  is  not  true  that  the  defendant,  Andrew  Carnegie, 
has  conceived  a  personal  animosity  toward  the  plaintlif.  If  any  animosity 
ezlsta,  8U(^  animosity  exists  solely  on  the  part  of  the  plaintiff.  The  defendant, 
Andrew  Carnegie,  lias  at  all  times  entertained  and  exhibited  toward  the  plaintiff 
the  most  klndty  sentiments,  and  although  there  have  been  times  when  it  became 
necessary  to  oppose  the  views  and  projects  of  the  plaintiff,  the  said  Carnegie 
lias  endeavored  at  all  times  to  deal  with  him  in  the  most  generous  spirit  and 
with  the  most  sincere  regard  for  his  interests. 

The  innuendo  that  an  animosity  had  arisen  from  the  failure  of  the  plaintiff, 
in  connection  with  others,  to  avail  of  an  option  given  by  said  Carnegie,  as  re- 
ferred to  in  the  eleventh  paragraph  of  the  bill,  is  not  triie,  because  the  fact  is 
that  the  defendant,  Carnegie,  was  never  anxious  that  the  said  plaintiff  and  his 
associates  should  avail  of  said  option.  The  facts  with  reference  to  the  same  are 
these: 

As  has  been  hertofore  stated,  the  plaintiff  has  for  some  years  past  been  desir- 
ous of  transferring  the  property  of  this  association  to  a  corporation  upon  a  large 
capitalisation  and  to  float  its  securities  with  the  general  public.  The  said 
Carnegie  had  never  been  Inclined  personally  to  favor  said  scheme. 

Early  in  the  year  1890  the  plaintiff,  with  W.  H.  Moore  and  Henry  Phipps,  jr., 
conceived  the  scheme  of  effecting  an  organization  to  purchase  the  property  and 
business  of  this  association  and  of  the  H.  C.  Frick  Coke  Co.,  and  thereafter 
said  Frick  and  Phipps  requested  an  option  for  the  purchase  thereof  for  the 
price  of  $320,000,000,  being  on  the  basis  of  $250,000,000  for  the  property  of  this 
association  and  of  $70,000,000.  for  the  property  of  the  said  coke  company,  it 
l)eing  understood  that  the  older  members  of  this  association  should  permanently 
retire  from  said  business  and  that  the  younger  members  thereof  engaged  in 
the  active  practical  management  of  the  business  should  bind  themselves  by  con- 
tract to  remain  with  the  new  organization  for  specified  periods.  After  negotia- 
tions It  was  finally  agreed  that  an  option  for  said  purchase  should  be  given  for 
a  limited  period  upon  the  payment  of  the  sum  of  $200,000  as  an  earnest  of 
good  fhlth,  the  same  to  be  credited  as  a  part  of  the  price  should  said  purchase 
be  made,  and  otherwise  to  be  forfeited.  Frick  and  Phipps  thereafter  persuaded 
the  other  members  of  the  association  (with  the  exception  of  Mr.  Carnegie),  to 
tlie  extent  of  their  respective  interests  in  the  company,  to  release  Frick  and 
PtiippB  fi*om  th«  payment  of  any  cash  consideration  for  said  option.    This  ar- 
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rangement  resulted  in  the  execution  and  delivery  of  two  options,  to  wit,  one 
by  Carnegie  with  respect  to  his  interest  in  both  companies  and  the  other  by 
the  other  members  of  the  association,  the  former  of  which  was  made  for  a 
cash  consideration,  of  which  $1,000,000  was  paid  by  said  Moore  and  $170,000 
was  paid  in  equal  shares  by  Frick  and  Phipps ;  and  the  latter  of  which  was 
made  for  a  nominal  consideration. 

According  to  the  plan,  Carnegie  was  to  receive  $100,000,000  of  the  price  men- 
tioned as  coming  to  him  in  bonds,  and  the  balance  thereof,  about  $57,d50,000, 
in  cash.  It  is  not  true,  however,  that  Carnegie  thereby  attained  any  advantage 
over  the  other  members  of  the  association.  He  rather  suffered  a  disadvantase, 
because  the  options  given  by  the  other  members  provided  for  a  payment  to 
them  entirely  in  cash  or  in  securities  at  their  option.  The  price  fixed  in  said 
option  was  based  upon  the  proi^ositlon  that  said  Carnegie  should  go  out  and 
stay  out  of  the  steel  business,  but  that  the  Junior  members  should  be  em- 
ployed by  the  proposed  corporation  for  a  term  of  year& 

Many  of  the  junior  members  of  the  association  were  attracted  by  the  scheme 
which  gave  them  the  opportunity  not  only  of  future  employment  in  the  conduct 
of  the  business,  but  also  of  realizing  at  once  upon  a  capitalization  of  their 
future  earning  power,  and  to  comply  with  their  wishes  the  defendant  Carnegie 
acceded  to  the  suggestion  of  giving  the  option  and  received  his  share  of  the 
price  paid  for  the  same.  The  parties  to  whom  the  option  was  given,  however, 
when  the  time  came  to  exercise  it,  were  unable  to  carry  out  its  terms  and  to 
provide  the  money  needed  to  complete  the  purchase,. so  that  when  the  option 
expired,  the  said  Carnegie,  seeing  from  a  business  standpoint  the  impractica- 
bility of  the  plans  of  the  plaintiff  and  his  associates,  declined  to  modi^  or 
renew  said  option,  and  thereafter  the  plaintiff  Qianifested  in  his  relations  to 
the  said  Carnegie,  and  in  the  performance  of  his  official  duties  as  a  member 
of  the  board  of  the  association,  an  increasing  animosity  toward  the  said 
Carnegie. 

Prior,  however,  to  said  transaction,  and  as  early  as  the  month  of  March. 

1899,  the  plaintiff  caused  to  be  spread  upon  the  proceedings  of  the  board  of 
managers  remarks  made  by  him  which  tended  to  introduce  controversy  of  a 
personal  character  into  the  business  of  the  association.  From  time  to  time 
these  insinuations  and  innuendoes  were  spread  upon  the  minutes  with  a 
more  intense  exhibition  of  feeling,  and  culminated  in  a  formal  paper  which 
the  said  plaintiff  introduced  and  caused  to  be  spread  upon  the  minutes  of  the 
meeting,  in  the  month  of  November,  1899,  which  was  calculated  to  destroy  all 
harmony  of  action  in  the  l>oard. 

As  a  result  of  the  plaintiff's  attitude  a  large  majority  of  the  members,  both 
in  numl>er  and  value,  determined  that  it  was  necessary,  for  the  protection  of 
their  interests  as  members  of  the  association,  as  well  as  of  the  association 
itself,  that  the  relations  of  the  plaintiff  to  the  association  should  be  severed. 
As  to  the  manner  in  which  the  same  was  done  and  the  authority  therefor* 
reference  will  be  made  in  the  answer  to  the  twelfth  paragraph  of  the  bill. 

And  in  particular  we  do  deny  that  any  scheme  was  conceived  by  us,  or  either 
of  us,  or  by  any  of  our  members,  to  forfeit  any  interest  or  right  of  the  plaintiff!, 
or  that  the  plaintiff  had  any  right  in  the  association  which  was  of  the  value  of 
$15,000,000,  but,  on  the  contrary,  we  do  aver  that  it  has  been  our  purpose^  and 
the  purpose  of  our  associates,  acting  in  the  premises,  that  the  plaintiff  shall 
be  paid  for  his  interest  in  the  manner  prescribed  In  the  contract,  to  which  all 
the  members  of  the  association,  Including  the  plaintiff,  are  parties. 

Twelfth.  The  averments  contained  in  the  twelfth  paragraph  of  the  bill  of 
complaint,  taken  in  their  entirety,  are  untrue.    The  facts  are  as  follows : 

A  meeting  of  the  board  of  managers  was  held  on  the  8th  day  of  January, 

1900.  The  plaintiff  was  not  present  at  said  meeting,  as  he  had  theretofore 
resigned  the  office  of  chairman  and  manager,  and  his  resignation  had  been 
accepted.  It  is  not  true  that  the  statements  contained  in  the  resolutions 
adopted  at  said  meeting  were  either  false  or  misleading;  but  in  fact  nothing 
which  took  place  at  said  meeting  has  any  relation  to  plaintiff's  right  of  mem- 
bership in  this  association  or  his  exclusion  therefrom. 

On  the  10th  and  11th  days  of  January,  1900,  more  than  three-fourths  in 
number  and  interest  of  the  members  of  this  association  signed  a  writing,  of 
which  the  following  is  a  copy : 

''  Under  the  provisions  of  a  certain  agreement  between  the  Carnegie  Steel 
Co.  (Ltd.)  and  the  partners  composing  it,  known  as  and  generally  referred 
to  as  the  'ironclad'  ngreement,  we,  the  undersigned,  being  three-fourths  in 
number  of  the  persons  holding  Interest  in  said  association  and  three-fourths  in 
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value  of  said  interests,  do  now  hereby  request  Henry  O.  Prick  to  sell,  assign, 
and  transfer  to  the  Carnegie  Steel  Co.  (Ltd.)  all  of  his  interest  in  the  capital 
of  the  Carnegie  Steel  Co.  (Ltd.),  said  transfer  to  be  made  as  at  the  close  of 
business  January  31,  19(X),  and  to  be  paid  for  as  provided  in  said  agreement. 
"  Done  at- Pittsburg,  Pa.,  this  10th  and  11th  days  of  January,  1900. 

"  C.  M.  Schwab,  Gibson  D.  Packer,  D.  G.  Kerr,  H.  E.  Tener,  jr.,  A.  C. 

(3ase,  Jno.  McLeod,  Lewis  T.  Brown,  Geo.  B.  McCague,  W.  B. 

Dickson,  B.  F.  Wood,  Geo.  Megrew,  J.  E.  Schwab,  Homer  J. 

Lindsay,    Alex.    R.    Peacock,    Millard    Hunsiker    (per    C.    M. 

ScEwab),  Andrew  Carnegie,  Geo.  Lauder,  A.  M.  Moreland,  James 

Gayley,  D.  M.  Clemson,  Thos.  Morrison,  L.  O.  Phipps,  Chas.  L. 

Taylor,  Jno.  C.  Fleming,  W.  W.  Blackburn,  H.  P.  Bope,  James 

Scott,  W.  H.  Singer,  W.  B.  Corey,  Geo.  H.  Wightman,  J.  Ogden 

Hoffman.    Chas.  W.  Baker  (power  attorney)." 

The  execution  and  delivery  of  the  said  writing  was  the  free  and  voluntary 

act  of  each  of  the  persons  who  signed  the  same,  and  we  expressly  deny  that 

any  of  said  persons  was  forced  to  sign  the  same  by  the  said  Andrew  CJamegle, 

•r  was  even  requested  by  him  so  to  do.    We  further  deny  that  said  writing  was 

so  Bigned  in  pursuance  of  any  fraudulent  Intent  or  scheme  whatever,  and  aver 

that  the  only  motive  Inducing  said  persons  to  sign  the  same  was  their  belief 

that  said  action  was  for  the  best  interests  of  the  association  and  its  members. 

The  action  thus  taken  was  pursuant  to  the  terms  of  the  agreement  which  for 
many  years  has  been  known  among  the  members  of  the  association  as  the 
'*  ironclad  agreement.*' 
The  history  of  this  agreement  is  as  follows: 

Very  shortly  after  the  formation  of  this  association  in  the  year  1881,  it  be- 
came apparent  that  its  true  interests  would  be  best  subserved  by  admitting  to 
membership,  from  time  to  time,  various  young  men  who  were  acquainted  with 
its  business  and  actively  engaged  therein.  The  plan  therefore  was  conceived 
and  adopted  that  shares  or  interests  in  the  capital  should  be  furnished  by  the 
older  members  of  the  association  for  that  purpose.  The  understanding  was 
that  in  all  dealings  between  the  association  and  its  members  the  values  of  such 
interests  should  be  conclusively  determined  at  their  "book  value,"  as  hereto- 
fore explained,  and  in  order  to  furnish  holdings  for  this  purpose  the  association 
did,  on  the  Slst  day  of  January,  1884,  purchase  certain  interests  from  Andrew 
Carnegie,  Thomas  M.  Carnegie,  and  Henry  Phipps,  Jr.,  at  "book  value,"  as 
shown  January  1, 1884.  These  interests  were  subsequently  sold  at  "  book  value  " 
by  the  association  to  three  young  men  whom  it  was  deemed  desirable  to  interest 
in  the  business  of  the  association. 

The  purchase  price  was  to  be  and  actually  was  paid  by  them  out  of  the 
profits  from  time  to  time  declared  and  distributed  as  dividends  on  said  Interests. 
It  became  the  rule  of  the  association  that  when  any  partner  desired  to  leave  the 
association,  it  would  purchase  his  stock  at  its  "book  value,"  and  when  any 
partner  died,  it  would  purchase  his  interest  in  the  like  manner  and  at  the  like 
price,  and  that  said  interests  so  purchased  should  be  used  by  the  association 
for  the  purpose  of  Interesting  new  men  therein,  to  be  sold  to  them  at  "  book 
vmlne,**  and  paid  for  by  them  out  of  the  profits.  As  the  membership  in  the 
association  increased.  It  was  deemed  advisable  to  put  said  agreement  in  formal 
shape,  so  as  to  prevent  misapprehensions,  and  after  discussion  among  all  the 
then  members  of  the  association,  and  after  submitting  the  matter  to  the  associa- 
tion counsel,  a  formal  agreement  was  drawn  up,  dated,  "  This day , 

A.  D.  1897,"  between  this  association,  "  party  of  the  first  part,  and , 

parties  of  the  second  part,"  which  was  actually  executed  by  this  association 
and  by  some  of  its  members  on  the  10th  day  of  January,  1887,  and  is  referred 
to  in  the  subsequent  minutes  of  the  association  as  an  agreement  of  that  date. 
The  said  agreement  was  read  at  a  shareholders'  meeting  on  January  18,  1887, 
and  spread  at  length  upon  the  minutes  and  formally  approved  and  adopted  by 
the  association  and  directed  to  be  executed  on  the  part  of  the  association.  At 
that  meeting  all  the  shareholders  were  present.  At  the  time  of  the  adoption 
and  execution  of  said  paper  the  plaintiff,  H.  C.  Frlck,  had  no  Interest  whatsoever 
In  this  association. 

In  and  by  the  terms  of  said  contract,  each  of  the  several  parties  of  the 
second  part  thereto,  acting  for  himself,  agreed  with  this  association,  the  party 
of  the  first  part,  that  he  would  at  any  time  thereafter,  when  three-fourths  In 
number  of  the  persons  holding  Interests  In  this  association  and  three-fourths 
in  value  of  said  interests  should  request  him,  sell,  assign,  and  transfer  to  this 
association  an  of  his  interest  therein,  and  that  said  transfer  should  at  once 
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terminate  all  his  interest  in  and  coonectioH  with  this  asBoeiation ;  that  tlie 
request  of  the  number  and  value  should  be  eridenced  by  a  writing  slt^ned  l»y 
the  persons  owning  the  same,  a  copy  of  which  should  be  delivered  to  the  party 
of  the  second  part;  and  it  was  further  agreed,  and  tills  assoeiation  did  ccree- 
nant,  that  it  would  pay  therefor  to  the  party  so  assigning  the  value  of  the 
Interest  assigned  as  it  should  appear  to  be  on  the  books  of  this  association 
on  the  first  day  of  the  month  following  said  assignment,  and  that  it  would 
mako  payment  therefor  in  a  certain  manner  differing  according  to  the  ex- 
tent of  the  interest  purchased,  and  which  in  the  case  of  a  person  owning 
6  per  cent  of  the  capital  should  be  paid  for  one-fourth  cash  within  six 
months  after  the  date  of  assignment,  and  the  balance  in  fire  equal  annual 
payments  from  the  date  of  the  assignment*  to  be  evidenced  by  the  notes  of 
this  association.  It  was  furthermore  therein  agreed  that  the  agreement  was 
irrevocable,  and  (that  it  might  be  carried  out  in  good  faith,  and  notwithstand- 
ing any  effort  on  the  part  of  any  party  of  the  second  part  to  evade  It)  each 
party  of  the  second  part  appointed  the  person  who  at  the  time  when  he  stioald 
be  called  upon  to  act  should  be  chairman  of  this,  association  his  attorney, 
for  him  and  in  bis  name  to  assign  and  transfer  his  interest  in  this  assodatioa 
whenever  it  would  be  his  duty  under  the  agreement  so  to  do;  and  it  was 
furthermore  declared  that  said  appointment  was  irrevocable,  was  coupled 
with  the  party's  interest  in  this  association,  and  would  warrant  the  said  attor- 
ney to  act  Just  as  efficaciously  after  the  party's  deaths  or  after  he  had  attempted 
to  revoke  the  power  or  evade  the  agreement  as  if  he  were  living  and  acting 
up  to  it  in  entire  good  faith.  It  was  further  provided  and  declared  In  said 
agreement  that  the  same  evidenced  the  settled  ]x>licy  of  this  association  and  all 
of  its  members  lu  entire  good  faith,  and  with  all  effort  on  their  part  to  carry 
out  its  true  spirit  and  meaning — 

''All  of  us  being  satisfied  that  if  we  do  so  it  will  be  greatly  to  the  benefit  of 
Carnegie  Bros.  &  Co.  (t>td.),  and  that  any  effort  upon  the  part  of  either  of  tts 
to  evade  auy  of  the  provisions  of  the  same  will  most  properly  prove  our  unfit- 
ness to  be  connected  with  said  association." 

And  that  any  person  signing  the  agreement  should  become  a  party  of  the 
second  part  thereto  with  the  same  effect  as  if  named  in  the  body  of  the  same. 

During  the  said  month  of  January,  1887,  said  agreement  was  duly  executed  by 
the  association  and  by  every  member  thereof. 

When  the  plaintiff  first  became  interested  in  this  association  he  executed  a 
written  article  of  agreement  on  31st  day  of  January,  1887  (Exhibit  A  hereto), 
by  which  he  agreed  to  purchase  a  certain  interest  therein,  and  it  was  expressly 
stated  in  the  agreement  that  the  same  was  made  subject  to  all  the  terms  of  the 
contract  of  January  10,  1887,  between  this  association  and  individual  members 
thereof,  a  copy  of  which  was  thereto  annexed  and  made  part  thereof  (the  same 
being  the  "ironclad  agreement"  last  hereinbefore  mentioned),  and  it  was  fur- 
ther stated  that  by  the  signing  of  this  agreement  the  said  plaintiff — 

"  Intends  to  and  hereby  expressly  stipulates  that  he  will  comply  with  all  the 
terms  of  said  annexed  agreement." 

Shortly  thereafter  the  plaintiff  in  accordance  with  the  terms  of  said  agree- 
ment did  sign  the  *Mronclad  agreement"  of  January  10,  1887,  hereinbefore 
referred  to,  and  his  purchase  of  an  interest  in  this  association  and  his  subse- 
quent admission  to  membership  therein  was  conditioned  upon  his  signature  to 
and  his  aRroenient  to  abide  by  Uie  provisions  of  said  agreement. 

In  anticipation  of  the  plaintiff's  said  agreement  of  January  31,  1887,  at  a 
meeting  of  the  managers  of  this  asRocIation  held  January  24,  1387,  it  was 
resolved  that  in  selling  Interests  In  the  association  theretofore  acquired  by  it 
from  Mrs.  Lucy  C.  Carnegie,  as  executrix  of  the  estate  of  Thomas  M.  Carnegie, 
deceased,  certain  conditions  should  l>e  annexed  thereto  and  set  forth  in  formal 
agreements  to  be  prepared  by  the  company's  counsel,  and  it  was,  at  the  same 
meeting,  further  resolved  that  of  the  interests  so  to  be  sold  2  per  cent,  repre- 
senting $100,000  of  our  capital,  at  par,  should  be  transferred  to  Henry 
Phipps,  Jr.,  one  of  our  members,  as  trustee.  This  action  was  taken  in  order 
that  the  contemplated  acquisition  of  such  2  per  cent  by  the  plaintiff  should  be 
carried  into  effect. 

We  aver  that  on  the  14th  day  of  January,  1889,  the  plaintiff,  H.  C.  Frlck,  was 
elected  chairman  of  this  association ;  that  after  hfs  election  as  chairman  it  was 
deemed  advisable  by  the  members  of  this  association  to  prepare  a  printed  draft 
of  the  agreement  of  1887,  so  that  it  should  be  signed  by  the  new  members  who 
might  come  in  and  each  member  might  have  a  copy  thereof,  and  under  the  advice 
and  direction  of  said  Frick  the  same  was  printed  with  a  lEflight  modification  hi  its 
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Opening  paragraph,  so  that  it  should  read  as  un  agreement  made  the  10th  day 
of  January,  1887,  and  on  certain  dates  thereafter,  between  this  association  and 
each  one  of  the  members  who  has  thereto  affixed  his  name,  but  that  the  said 
printed  copy  is  in  other  respects  identical  with  the  original  contract  of  1887, 
and  in  It  it  was  declared  again  that  it  stated  the  settled  policy  of  the  company 
and  of  its  members,  and  that  its  enforcement  would  be  greatly  to  the  benefit  of 
the  company  and  all  of  its  members,  and  that  any  efiTort  upon  the  part  of  any- 
body to  evade  it  would  most  properly  prove  his  unfitness  to  be  connected  with 
this  association.  After  said  draft  had  been  reprinted  it  was  executed  by  this 
association,  by  H.  G.  Frick,  as  cliairman,  and  was  signed  from  time  to  time 
thereafter  by  various  new  members,  as  they  were  elected  to  this  association, 
who  had  not  signed  the  original  ironclad  of  1887. 

At  or  al>out  this  time  the  said  contract  or  fundamental  law  of  this  associatiou 
began,  by  reason  of  its  terms  and  stability,  to  be  known  among  all  the  members 
of  tlds  association  as  the  "  irondad  agreement,"  and  is  mentioned  from  time 
to  time  on  the  minute  books  of  this  association  under  said  name. 

The  standard  form  of  resolution  of  the  board  of  managers,  under  which  au- 
thority was  given  for  the  transfer  to  new  members  of  interests  in  the  capital  of 
the  association,  was  as  follows: 

**Re8olvcd,  That  F,  T.  F.  Lovejoy,  trustee,  be  and  is  now  hereby  directed  and 

authorized  and  empowered  to  transfer  out  of  trust  certain  capital  of 

this  association  to  the  persons  and  in  the  amounts  named,  as  follows,  to  wit : 

Nflmes.  Amounts. 


at  its  'book  value*  at  the  close  of  business ,  189 — ,  subject  to  all 

the  conditions  of  the  ironclad  agreement  and  subject  to  confirmation  at  the 
npxt  meeting  of  the  shareholders." 

Resolutions,  substantially  as  above  set  forth,  appear  in  the  minutes  of  the 
board  of  managers,  approved  by  the  signature  of  the  plaintiff,  as  chairman, 
with  reference  to  transfers  of  interests  in  the  capital  to  more  than  30  members 
between  18d2  and  1900. 

In  the  year  1892  the  matter  was  discussed  in  the  association  of  revising  the 
form  of  said  agreement,  and  the  secretary  prepared  another  printed  draft  of 
said  '*  ironclad  agreement,"  substantially  in  the* same  form  as  the  printed  draft, 
the  last  before  referred  to,  with  a  modification  in  the  terms  of  payment  in  the 
case  of  partners  holding  more  than  20  per  cent  of  the  capital;  and  in  this 
agreement  it  was  again  declared  that  the  same  evidenced  the  settled  policy  of 
this  association  and  of  its  members,  and  that  it  was  greatly  beneficial  to  this 
association  and  its  members  to  carry  out  the  same  in  good  faith,  and  that  any 
effort  on  the  part  of  any  person  to  evade  any  of  its  provisions  would  most 
properly  prove  his  unfitness  to  be  connected  with  this  association.  This  draft 
of  Uie  "ironclad  agreement"  bears  the  printed  date  of  July  1,  1892.  It  was 
executed  for  this  association  by  H.  O.  Frick,  chairman,  and  by  various  members 
of  the  association  individually,  including  H.  G.  Frick,  said  signatures  having 
lieen  added  from  time  to  time  down  to  the  present  date.  All  the  drafts  of  this 
agreement  contain  identically  the  same  provision  as  to  the  acquiring  and  pur- 
chasing the  interest  of  a  partner  holding  6  per  cent  of  stock  in  the  association, 
and  all  of  them  contain  provisions  for  the  purchase  of  stock  held  by  all  the 
members  of  the  association,  the  only  difference  being  in  the  terms  of  payment 
proportionate  to  the  amount  of  capital  held. 

In  December,  1896,  the  question  of  revising  the  "  Ironclad  agreement "  was 
brought  to  the  attention  of  the  managers  of  the  association  with  the  twofold 
object,  as  expressed  by  the  plaintiff  to  his  fellow  members,  of  making  the 
terms  of  payment  easier  for  the  association  In  the  case  of  partners  holding  a 
large  interest,  and  of  making  its  provisions  more  specific  as  to  some  details 
understood  by  the  parties  but  not  fully  expressed  In  the  first  draft  of  the  agree- 
ment, and  during  the  whole  year  of  1897  the  subject  of  a  revision  of  the 
'^ironclad"  in  those  particulars  was  under  discussion,  and  finally  a  form  was 
reached  which,  it  was  thought,  would  be  satisfactory  to  all  concerned,  and  it 
was  expressly  understood  and  so  stated  In  this  draft  that  it  should  make  void 
and  of  no  effect  the  existing  "  ironclad  "  when  it  had  been  executed  by  all  the 
members.    In  this  new  draft  It  was  again  stated  and  declared  that  the  "  iron- 
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cUfad  agreement "  was  the  settled  policy  of  this  association  and  of  its  members, 
and  that  they  were  all  oonvinoed  that  it  was  greatly  to  the  benefit  of  this 
association  and  to  each  member  thereof,  and  that  any  effort  on  the  part  of  any 
member  to  evade  any  of  its  proviaions  would  most  properly  prove  his  unfitness 
to  be  connected  with  this  association.  This  draft  was  executed  by  this  asso- 
ciation by  H.  O.  Friek  as  chairman.  Its  object  was,  primarily,  to  provide  for 
the  acquisition  of  the  interests  of  Andrew  Oamegie  and  Henry  Phipps,  Jr.,  upon 
the  terms  of  payment  running  substantially  over  50  years,  instead  of  the  much 
shorter  tnrms  in  the  existing  "  ironclad,'*  and  was  prepared  at  the  instance  and 
request,  primarily,  of  Mr.  Frick,  the  plaintiff.  It  was  accepted  and  signed  by 
Andrew  Carnegie.  Mr.  Phippe,  however,  refused  to  sign  the  same,  giving  as  a 
reason  therefor  that  he  was  satisfied  wi1±i  tlie  *' ironclad,"  which  treated  him 
the  same  as  the  rest  of  the  partners,  and  that  he  would  not  sign  a  paper  which 
was  leas  favorable  to  him  than  it  was  to  the  holders  of  the  small  intereats,  and 
the  said  attempted  revision  of  1897  was  thereupon  abandoned  and  the  old 
"  ironclad  "  left  in  force. 

While  this  matter  was  under  discussion,  and  so  recently  as  a  meeting  of  the 
board  of  managers  held  on  the  19th  day  of  October,  1807,  the  question  of  the 
new  agreement  and  its  execution  being  under  consideration,  and  objection  to 
the  form  of  such  new  agreement  having  been  made  by  the  defendant,  Henry 
Phippe,  Jr.,  the  plaintiff  made  a  statement  to  the  board,  of  which  the  following 
is  a  copy : 

"  Mr.  Fbick.  I  do  not  know  the  nature  of  Mr.  Phipps's  objection  to  the  agree- 
ment, having  on  the  subject  no  letter  from  him  other  than  that  just  read.  He 
has,  of  course,  the  right  of  objection,  and  his  views  are  entitled  to  the  fullest 
consideration.  In  this  letter  he  speaks  in  general  terms  as  to  two  points :  First, 
the  legality  of  the  agreement;  and,  second,  the  wisdom  of  purchase  of  capital 
under  the  agreement.  Mr.  Tx)veJoy  can,  no  doubt,  inform  us  as  to  the  origin  of 
the  one  we  now  understand  to  be  in  force." 

And  this  statement  having  been  made  by  the  plaintiff,  the  defendant,  F.  T.  F. 
Lovejoy,  in  response  to  his  request,  made  a  statement,  of  which  the  following 
is  a  copy : 

"Mr.  Lovejoy.  The  original  'ironclad  agreement'  was  prepared  in  Decem- 
ber, 1886,  and  January,  1887,  was  submitted  to  the  shareholders  at  a  meeting 
held  January  18,  1887,  with  W.  H.  Singer  in  the  chair,  and  was  approved  and 
its  execution  authorized,  on  the  motion  made  by  Henry  Phipps,  Jr.,  and  seconded 
by  John  Walker.  The  original  agreement  bears  Mr.  Phlpps's  official  signature 
as  chairman  and  personal  signature  as  shareholder.  It  was  drawn  up  by  D.  T. 
Watson,  and  Its  legality  In  all  respects  has  never  been  seriously  questioned.  It 
has  had,  including  this  last,  two  careful  revisions,  each  being  submitted  to  Messrs. 
Knox  &  Reed  and  to  Mr.  Packer  for  careful  examination  and  criticism,  and  it 
is  believed  no  stipulation  therein  Is  other  than  legal  and  just" 

And  that  statement  having  been  made  to  the  board,  the  plaintiff  made  a 
further  statem^it  in  words  following: 

''Mr.  E^CK.  That  applies  to  both  points;  Mr.  Phipps  certainly  believed  the 
agreement  to  be  both  legal  and  wise,  or  he  would  not  have  taken  an  active 
part  In  Its  execution. 

"  On  the  question  of  policy,  it  is  certainly  better  for  this  association  to  con- 
trol the  ownership  of  its  capital  by  such  an  agreement.  Its  only  alternative 
otherwise  being  to  elect  the  executors  or  administrators  of  the  estate  of  a  de- 
ceased partner  to  membership  In  the  association,  thereby  dividing  its  earn- 
ings with  an  estate  the  representatives  of  which  can  not  in  any  wise  aid  It  in 
the  conduct  of  its  business,  either  by  service  or  advice ;  or,  on  the  other  hand, 
to  submit  to  an  appraisement  of  the  capital  held  by  such  estate  and  to  pay  in 
cash  the  amount  so  found  to  be  due.  Mr.  Phlpps*s  expression,  '  Better  new  capi- 
tal than  no  capital,*  is  entirely  correct ;  but  there  Is  no  provision  whatever,  either 
In  the  law  or  in  this  agreement,  which  would  prevent  the  company  from  selling 
any  part  of  its  capital  purchased  from  an  estate  to  any  person  or  persons  whom 
the  surviving  members  might  regard  as  desirable  partners. 

"The  old  agreement  we  beJleve  to  be  legally  operative  until  this  revision 
has  been  signed,  and  as  the  only  changes  made,  other  than  the  extension  of  the 
stipulated  times  of  payment,  are  for  the  better  understanding  and  carrying  out 
of  the  details,  understood,  but  not  fully  expressed,  in  the  first  agreement,  and 
as  the  present  form  is  satisfactory  to  every  member  of  the  association  who  has 
examined  It,  with  the  exception  of  Mr.  Phipps,  I  am  of  the  opinion  we  should 
proceed  to  print  and  execute  the  agreement  Mr.  Phipps  is  a  fair  man,  espe- 
cially  so  in  looking  after  the  interests  of  his  junior  partners,  and  I  fully  be- 
lieve will  withdraw  his  objections  after  he  has  talked  the  matter  over  with  Mr. 
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Carnegte  and  with  tlie  members  of  the  board.  It  was  expected  tbat  Air. 
PUipps  would  sail  for  Pittsburgh  on  October  28,  but  I  learn  that  he  has  de- 
ferred his  visit  aatil  November  15." 

Ali  ai  which  appears  in  Hie  miaotes  of  the  meeting  of  that  day,  as  entered  in 
the  records  of  this  association,  to  which  record  is  affixed  the  signature  of  the 
plaintiff,  approving  the  same,  under  the  date  of  October  26,  1897. 

The  statements  made  by  the  plaintiff  to  that  meeting  of  the  board  of  man- 
agers we  aver  to  be  strictiy  accurate,  and  to  truly  express  the  contractual  rela- 
tion which  existed  and  was  known  by  ail  members  to  exist  in  the  association. 

During  all  this  time  and  down  to  the  present  time  the  ironclad  agreement 
baa  been  the  fundam^ital  rule  of  this  association.  During  all  the  years  that 
the  plaintiff  was  chairman  of  the  association  the  interests  of  any  partners  who 
desired  to  withdraw  from  the  association  were  acquired  by  the  association, 
through  Frick  as  its  active  agent,  under  the  terms  of  said  agreement.  During 
all  these  years,  whenever  a  partner  was  deemed  to  be  unsatisfactory  by  his 
associates,  he  was  informed  of  that  fact,  generally  by  Frick,  with  the  statement 
that  the  company  would  pay  for  his  interest  under  the  terms  of  this  agreement, 
and  that  if  such  settlement  was  not  accepted  voluntarily,  he,  Frick,  would 
enforce  the  agreemoit  During  all  these  years,  when  partners  died,  this  asso- 
ciation, through  Frick,  its  chairman,  at  once  notified  their  executors  of  the 
exlst^ioe  of  this  agreement  and  of  the  exercise  by  this  association  of  its  right 
to  purchase  thereunder,  and  in  every  instance  the  said  Frick  did  acquire  the 
interest  for  the  association,  and  settled  for  the  same  with  the  executors  at  the 
value  as  shown  on  the  books  of  this  association  in  accordance  with  the  terms 
of  the  ironclad  agreement  This  course  of  dealing  by  this  association  through 
the  said  Frick  with  its  members  continued  up  to  the  time  of  his  resigning  as 
chairman  and  manager  of  this  association,  and  up  to  the  time  of  the  filing  of 
the  bill  in  this  cause  no  memi>er  of  this  association,  except  the  said  Frick,  has 
questioned  or  attempted  to  evade  said  ironclad  agreement. 

This  is  evidenced  by  the  minutes  of  a  meeting  held  on  May  18,  1897. 

**At  a  meeting  of  tlie  board  <tf  managers  of  the  Carnegie  Bteel  Go.  (Ltd.), 
held  at  the  general  offices  of  the  association,  Carnegie  Building,  Pitt8d)urgh, 
Pa.,  at  12.30  p.  m.,  on  Tuesday,  Uay  18,  1897,  there  were  Messrs.  Frick  <chair- 
nian),  8Uiger,  Curry,  Schwab,  Leishman,  Peacock,  and  Lovejoy  (secretary); 
also  Hesara.  Thomas  Morrison,  W.  W.  Blackburn,  and  D.  M.  Olemson.  (Mr. 
Phipps  abroad;  Mr.  Pontefract  ill.) 

**  Mr.  FsioK.  Under  the  '  ironclad  agreement '  we  have  the  right,  at  any  time 
during  the  four  months  succeeding  the  death  of  our  partner,  H.  W.  BornUraeger, 
to  purchase  his  interest  at  its  book  value  on  the  first  day  of  the  month 
succeeding  his  death.  The  secretary  should  be  instructed  to  notify  the  Fidelity 
Title  &  Trust  Co.,  the  executors  of  Mr.  Bomtraeger's  will,  that  We  will  avail 
ourselves  of  the  option. 

''On  motion  (Messra  Schwab  and  Curry),  the  secretary  was  so  directed; 
the  vote  behig  unanlmoua 

'*  Mr.  FaicK.  It  is  well  for  the  board  to  note,  in  this  connection,  that  it  is 
the  old  'ironclad  agreement,'  dated  July  1,  1892,  which  will  govern  this  settle- 
ment, the  new  'ironclad  agreement  *  under  considerati(m  not  having  been  signed 
by  all  the  members.  This  will  make  one-fourth  of  the  value,  something  over 
$200,000,  due  in  cash  within  90  days,  the  balance  in  notes  maturing  1  and  2 
years  aft^  his  death.  This  will  make  the  payments  pretty  heavy,  as  it  was 
not  contemplated  at  the  time  of  making  the  agreement  that  the  book  value 
woald  be  so  high. 

"  On  motion,  adjourned." 

This  minute  is  approved  with  the  signature  of  the  plaintiff  as  chairman  in 
tiis  own  handwriting. 

In  January,  1900,  more  than  three-fourths  in  numb^  and  value  of  interests 
of  members  of  this  association  did  determine,  for  the  reasons  hereinbefore  set 
forth,  tlMit  the  int^est  of  the  said  Frick  in  this  association  should  be  acquired 
by  it  under  the  terms  of  the  said  ironclad  agreement,  and  did  sign  a  writing, 
beceinatK>.ve  set  forth  at  length,  which  writing  w«;9  duly  served  on  said  Frick, 
as  pnyvided  in  said  agreement.  Said  Frick  neglected  and  refused  to  make  the 
said  transfer,  and  thereafter,  in  accordance  with  the  terms  of  said  ironclad 
agreement,  to  wit,  on  the  Ist  day  of  February,  1900,  Charles  M.  Schwab,  then 
the  prasident  of  this  association,  did  assign  and  transfer  all  of  said  Frlck's 
intarest  in  this  association  to  this  association,  imder  the  tenns  of  said  agree- 
meMkU  and  this  association,  by  a  resolution  of  its  board  of  managers,  duly 
paawd  on  said  let  day  of  February,  1900,  directed  its  officers  to  make  pay- 
ment for  the  same,  in  accordance  with  said  agreement;  and  this  association 
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is  ready  and  willing,  and  hereby  tenders  payment  for  the  said  interest  in  ac- 
cordance witli  tlie  terms  of  said  agreement,  to  wit,  its  value  as  it  shall  appear 
to  be  on  the  books  of  this  association  on  the  1st  day  of  March,  1900;  and  as 
soon  as  this  association's  boolus  are  written  .np  as  of  that  date,  the  said  Frick 
will  be  furnished  with  a  balance  sheet,  and  the  cash  and  notes  will  be  tendered 
him  for  the  value  of  his  interest  as  it  appears  therein,  said  amount  being  ap- 
proximately $4,900,000. 

We  aver  that  the  said  sum  will  be  the  full  amount  due  to  said  Prick  under 
the  terms  of  said  agreement,  being  the  amount  shown  on  the  books  kept  in  the 
manner  prescribed  by  Frick  during  his  years  of  office  as  chairman,  and  under 
the  proper  and  customary  method  of  keeping  books,  and  upon  the  same  basis 
as  all  other  partners  and  estates  of  deceased  partners  have  heretofore  been 
settled  for.  We  further  aver  that  said  price  is  the  full  and  fair  value  of  the 
interest  of  said  Frick  on  said  date. 

The  method  of  valuing  the  Interests  of  any  member  or  members  according 
to  the  valuation  as  stated  on  the  books  is  eminently  just  and  liberal.  It  is  a 
method  of  ascertaining  the  value  of  partnership  Interests  largely  adopted  both 
in  this  country  and  in  England.  The  experience  and  Judgment  of  business 
men  justify  us  in  saying  (as  we  do)  that  such  a  method  of  valuation  in  large 
manufacturing  companies,  and  especially  of  iron  and  steel  in  our  country,  as 
a  rule,  is  more  liberal  to  the  seller  than  to  the  buyer ;  for  experience  has  shown 
that  partnership  assets,  on  a  just  appraisement,  seldom  reach  the  value  nt 
which  they  stand  on  the  books  of  the  concern,  and  that  a  settlement  made  "with 
a  withdrawing  partner  at  a  valuation  of  his  interest  based  upon  its  value  as 
appearing  on  the  books  of  the  firm  is,  in  a  very  large  majority  of  cases,  highly 
advantageous  to  such  withdrawing  partner. 

The  interest  of  6  per  cent  in  this  association  held  by  the  plaintiff  prior  to 
February  1,  1900,  was  acquired  by  him  in  different  amounts  at  different  times, 
and  was  paid  for  by  crediting  to  the  plaintiff  his  proportionate  share  of  the 
profits  of  the  association,  less  interest  on  the  amount  with  which  the  plaintiff 
stood  charged,  except  to  the  extent  of  about  $310,000,  which  plaintiff  paid  on 
account  of  said  interest  in  cash  or  its  equivalent.  During  his  membership, 
however,  the  plaintiff,  in  addition  to  an  adequate  salary  paid  to  him  for  his 
services  as  a  manager,  received  upon  his  said  interest  actual  dividends  in  cash, 
which  not  only  repaid  to  him  the  said  sum  of  $311,000,  but  an  additional  sum 
or  clear  profit  of  $938,275.87.  The  book  value  of  said  6  per  cent  interest  on 
January  1,  1900,  was  $4,536,006.24,  to  which  in  a  settlement  with  the  plaintiff 
is  to  be  added  his  proportion  of  the  profit  earned  in  the  months  of  January  and 
February,  1900.  We  aver  that  the  plaintiff  has  no  reason  to  complain  of  the 
operation  of  a  contract  which  gives  to  him  nearly  $5,000,000  for  an  interest 
which  involved  no  investment  of  capital  by  him,  and  which  has  already  paid 
him  in  cash  profits  of  almost  $1,000,000. 

Thirteenth.  We  deny  the  truth  of  the  averments  contained  in  the  thirteenth 
paragraph  of  the  bill  of  complaint,  and  in  particular  that  there  was  any  at- 
tempt on  the  part  of  Carnegie  or  others  to  seize  plaintiff's  interest  in  the  firm 
at  a  fraction  of  its  real  value;  but  on  the  contrary,  we  aver  that  in  accord- 
ance with  the  terms  of  a  contract  between  the  plaintiff  and  this  association 
plaintiff's  relations  as  a  member  of  the  association  were  brought  to  an  end, 
and  that  the  plaintiff  under  the  terms  of  said  contract  is  entitled  to  receive 
in  the  manner  specified  in  said  contract  the  book  value  of  his  Interest  in  the 
property  of  the  association  uiion  the  same  terms  as  in  many  Instances  during 
plaintiff's  relations  to  this  association,  as  its  chief  executive  officer,  he  settled 
with  the  estates  of  deceased  and  retiring  members;  and  we  aver  that  the 
amount  which  plaintiff  will  receive  under  said  contract  is  not  only  the  amount 
which  he  agreed  to  receive  as  one  of  the  terms  of  his  admission  to  the  asso- 
ciation, but  is  also  the  full  and  fair  value  of  his  interest  in  the  property. 

Fourteenth.  We  deny  the  truth  of  the  averments  contained  in  the  fourteenth 
paragraph  of  the  bill  of  complaint  in  manner  and  form  as  stated.  While  it 
is  true  that  this  association  and  the  defendant  Andrew  Carnegie  have  refused 
to  submit  to  arbitration  the  question  of  the  value  of  plaintiff's  interests,  their 
action  in  this  regard  is  not  because  they  believe  that  the  result  of  said  arbitra- 
tion would  increase  the  amount  which  the  plaintiff  is  entitled  to  receive.  The 
refusal  to  submit  the  question  to  arbitration  was  because  the  defendants  pro- 
pose at  all  times  to  maintain  the'  integrity  of  the  contract  under  which  the 
relations  of  the  association  and  its  various  members  have  been  defined  since 
the  year  1887,  and  under  which  all  previous  transactions  betwe^  the  associa- 
tion and  its  several  members  have  been  made.  Said  agreement  was  adopted 
by  the  members  of  the  association  as  the  basis  upon  which  they  agreed  to 
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coop^ate  together  in  condactlng  tbe  business  of  the  association.  By  reason 
of  tlie  advantages  which  the  association  has  received  from  doing  business  under 
said  ironclad  agreement  in  being  able  to  secure  and  retain  the  services  of  the 
most  competent  and  mergetic  men,  and  of  dispensing  with  others  proving 
inefficient  or  inharmonious,  much  of  the  prosperity  of  the  association  is  due. 
If  the  validity  of  such  an  agreement  can  not  be  maintained,  it  will  be  impossible 
in  the  future  for  this  association  or  others  organized  upon  the  same  plan  to 
coutinue  in  business,  and  by  reason  of  the  importance  and  necessity  of  main- 
taining  the  integrity  and  validity  of  the  ironclad  agreement  we  have  declined, 
and  will  always  decline,  to  arbitrate  the  question  of  the  value  of  plaintiff's 
interest;  and  having  so  said  we  do  aver  that  nil  the  pretended  offers  of  com- 
promise set  forth  in  said  fourteenth  paragraph  were  made  in  bad  faith  by 
FriclE,  and  for  the  purpose  not  of  obtaining  what  he  was  Justly  entitled  to,  but 
for  the  purpose  of  evading  his  agreements  and  with  the  view  to  possibly  obtain- 
ing by  means  thereof  a  price  to  which  he  is  not  entitled.  If  it  be  as  Frick 
alleges,  and  which  we  deny,  that  this  association  is  a  general  partnership,  the 
Bald  Frick  having  ceased  to  be  a  member,  is  under  no  liability  for  any  future 
Indebtedness  and  a»  to  any  past  indebtedness  this  association  is  ready  and 
willing  and  hereby  tenders  to  indemnify  the  said  Frick  against  any  liability 
therefor.  We  deny  expressly  that  the  association  is  under  the  exclusive  con- 
trol and  management  of  Carnegie,  but  we  aver  that  if  it  were,  he  is  fully 
competent  and  able  to  properly  manage  and  carry  on  the  said  business. 

We  admit  that  the  business  of  this  association  was,  while  Frick  continued  a 
member,  "Jeopardized  by  inharmonious  relations  between  the  partners,"  and 
it  is  necessary  "  that  its  enormous  business  might  be  carried  on  by  united  and 
harmonious  action";  but  we  do  aver  that  there  is  no  reason  why  the  plaintiff 
should  be  permitted  to  repudiate  or  evade  his  own  contract  fairly  made  upon  a 
fair  and  full  consideration,  which  has  heretofore  been  observed  in  good  faith 
and  without  exception  by  all  the  other  retiring  members  of  said  association, 
and  which,  until  it  was  applied  to  his  own  case,  was  always  advocated  and  sup- 
lK)rted  by  the  plaintiff  not  only  as  a  valid  and  binding  contract,  but  as  a  fair 
and  equitable  one,  and  which  the  plaintiff  himself  has  always  insisted  should 
be  impartially  applied  to  the  interests  of  the  living  and  the  estates  of  the  dead. 

For  these  reasons  we  are  unwilling  to  relieve  the  said  plaintiff  from  the  obli- 
gations of  his  contract,  and  insist  that  the  same  be  carried  out,  and  therefore 
decline  the  proposition  as  aforesaid  that  plaintiff's  interest  be  i)aid  for  at  a 
valuation  to  be  ascertained  by  three  disinterested  business  men,  or  to  be  ascer- 
tained otherwise  than  as  in  and  by  said  contract  provided.  We  do  aver  that 
the  said  Carnegie  Steel  Co.  (Ltd.)  is  now  n  valid  partnership  association  under 
the  laws  of  Pennsylvania,  and,  denying  that  it  is  a  general  partnership,  decline 
plaintiff's  propositions  to  take  further  action  alleged  or  pretended  to  be  for  the 
purpose  of  making  said  company  a  partnership  association  or  to  admit  the 
plaintiff  to  participation  in  the  management  of  said  business  upon  the  allega- 
tion or  pretense  that  the  said  company  is  now  a  general  partnership.  We  are 
advised  and  believe  and  therefore  aver  that  so  far  as  the  so-called  ironclad 
agreement  is  concerned  it  is  immaterial  whether  the  said  company  is  a  partner- 
ship association  under  the  statutes  of  Pennsylvania  or  a  general  partnership, 
and  that  in  either  case  the  said  so-called  ironclad  agreement  is  a  good  and  valid 
contract,  binding  ukx>x>  the  plaintiff  with  respect  to  his  interest  therein. 

Fifteenth.  We  admit  that  this  association  and  all  its  members,  as  stated  in 
the  fifteenth  paragraph  of  the  bill,  clnlni  that  Frick  has  now  no  Interest  in  this 
association,  except  to  receive  certain  payments  under  the  terms  of  his  agree- 
ment, and  we  do  aver  that  such  is  the  fact.  We  deny  all  the  other  allegations 
in  the  fifteenth  paragraph.  We  deny  that  the  prosperity  of  this  association  is 
the  resnlt  of  the  plaintiff's  continuous  and  close  personal  management  of  the 
same  from  the  time  of  its  organization.  We  admit  that  the  plaintiff  and  other 
members  of  the  association  were  comi)etent  and  energetic  business  men,  and  did 
each  in  his  way  contribute  to  the  prosperity  of  the  association  until  such  time  as 
the  plaintiff  entered  upon  a  course  of  conduct  which  placed  him  in  a  position 
where  it  was  impossible  for  him  to  contribute  to  the  common  prosperity. 

Sixteenth.  We  deny  the  averments  contained  In  the  sixteenth  paragraph  of  the 
blU  of  complaint,  and  in  particular  do  aver  that  said  ironclad  agreement  was  in 
force  at  the  time  when  the  notice  was  given  to  the  plaintiff  hereinabove  particu- 
larly referred  to,  and  do  aver  that  the  transfer  of  said  interest  by  the  defendant 
Schwab,  as  the  attorney  in  fact  of  the  plaintiff,  was  a  valid  and  effective  trans- 
fer of  all  the  plaintiff's  interest  in  the  capital  of  this  association,  and  that  by 
fluid  transfer  all  right,  title,  or  interest  of  any  kind  theretofore  owned  by  said 
plaintiff  In  the  capital  of  this  association  ceased  and  was  at  an  end. 
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Seventeenth.  We  deny  each  and  every  allegation  of  fraud  contained  In  the 
bill,  and  we  aver  that  there  ia  no  truth  in  any  BtatcimeDt  contained  ttt  the  bill 
except  what  is  In  this  answer  expressly  admitted  to  be  true. 

Wherefore,  having  denied  all  and  every  avermeat  contained  in  the  biU  of  com- 
plaint which  is  material  to  the  relief  soni^t,  we  pray  that  the  bill  may  be 
dismissed  with  costs. 

[seal.]  Thb  GABinBSis  Stkel  Go.  (liio.), 

By  G.  M.  S0HWA9. 
Attest : 

A.  M.  Moreland,  secretary;  Andrew  Carnegie;  G.  M,  Schwab;  L.  C. 
Phipps ;  W.  H.  Singer ;  Thomas  Morriscm ;  D.  M.  Glenraon ;  Jases 
Gayley;  A.  M.  Moreland. 
Geo.  Tucker  Bispham,  Richard  G.  Dale,  Glarenoe  Burleigh;  Dalflril, 
Scott  &  Gordon,  Defendants'  SoUcitora. 

State  of  Pekwsylvakia,  County  of  Allephewg,  City  of  Pittsburgh,  88 : 

Before  me,  the  undersigned,  a  notary  public  in  Pennsylvania,  residing  in  said 
city  and  county,  personally  came  Andrew  M.  Morelan^  who,  being  du]y 
sworn  according  to  law,  deposes  and  says  that  he  is  the  secretary  of  the  Car- 
negie Steel  Co.  (Ltd.),  the  above-name!  association;  that  he  was  personally 
present  at  the  execution  of  the  foregoing  answer  and  saw  the  common  sea) 
of  the  said  association  thereto  affixed;  that  the  seal  so  affixed  thereto  is  the 
common  seal  of  the  said  association,  the  Carnegie  Steel  Co.  (Ltd.)  ;  that  tbe 
common  seal  of  the  said  association  was  affixed  thereto  pursuant  to  a  resolu- 
tion of  the  board  ot  managers  of  said  association;  and  that  the  signature  of 
Charles  M.  Schwab  and  of  this  deponent  subscribed  thereto,  as  president  and 
secretary,  respectively,  of  said  association,  are  of  their  proper  and  respeetlTe 
handwriting;  and  this  deponent  doth  further  aver  that  the  statements  of  fact 
set  forth  in  the  said  answer  are  true  and  correct  as  this  deponent  verily 
believes. 

Andrew  M.  Morelakd. 

Sworn  and  subscribed  before  me  this  12th  day  of  March,  A.  D.  1900. 

Albert  H.  Bameb, 

Notary  Public^ 

State  of  Pennsylvania,  City  and  County  of  PhUadelphia,  88 : 

Before  me,  the  undersigned,  a  notary  public  of  Pennsylvania,  residing  In  said 
city  and  county,  i)ersonalIy  came  the  above-named  Andrew  Carnegie^  who,  being 
duly  sworn  according  to  law,  deposes  and  says  that  the  statements  of  £tct  set 
forth  in  the  foregoing  answer,  in  so  far  as  made  upon  his  personal  knowledse. 
are  true  and  correct,  and,  in  so  far  as  made  upon  information  i*eceived,  be 
believes  the  same  to  be  true  and  correct. 

ANBBEW   OABNBeUL 

Sworn  and  subscribed  before  me  tliis  lOth  day  of  March,  A.  D.  1900. 

Gtobqe  H.  Smtth, 

Notary  PuHic 

State  or  Pennsyt.vania,  County  of  Allegheny,  City  of  Piitshurgh,  88: 

Before  me,  the  undersigned,  a  notary  public  of  Pennsylvania,  residini;  in  said 
city  and  county,  personally  came  the  above-named  Charles  M.  Schwab*  L.  C. 
Phipps,  W.  H.  Singer,  Thomas  Morrison,  D.  M.  Clemson,  James  Gayley,  and 
A.  M.  Moreland,  who,  being  duly  sworn  according  to  law,  do  severalty  diepose 
and  say  that  the  statements  of  fact  set  forth  in  the  foregoing  answer.  In  so 
far  as  made  upon  their  personal  knowledge,  are  true  and  correct,  and,  in  so 
far  as  made  upon  information  received,  they  believe  them  to  be  true  and 
correct 

Charles  M.  Scbwab. 

L.  S.  Phipps. 

W.  H.   SlNQBR^ 

Thomas  Morrison. 
D.  M.  Clem  son. 
James  Gatlby. 
A.  M.  MoasLANn. 

Sworn  and  subscribed  before  me  this  12th  day  of  Marc^,  A.  D.  1900. 

AlBSBT  H.   BAMS0, 

Notary  PnVHc, 


UNITED  STATES  STEEL  GOBPOBATION.  2669 

BXHIBIT  A. 

ArtfdcB  of  agreement,  made  and  concluded  tbis  3lBt  day  of  January, 
A.  D.  1887,  between  Carnegie  Bros.  &  Co.  (Ltd.)>  a  partnership  organisation 
exlstlBs  under  the  laws  of  the  State  of  Pennsylvania,  party  of  the  first  part, 
and  Henry  G.  Frick,  of  the  city  of  Pittsburgh,  county  of  Allegheny  and  State 
aforesaid,  party  of  tlie  aeeond  part,  as  follows : 

(I)  Itie  party  of  the  first  part  has  agreed,  and  does  hereby  agree,  for  the 
consideration  and  upon  the  conditions  hereinafter  mentioned,  to  ael],  assign, 
and  transfer,  at  the  time  and  In  the  manner  hereinafter  stated,  to  the  party 
of  the  second  part  an  Interest  In  the  capital  of  the  said  party  of  the  first  part 
which  shall  amount  to  the  sum  of  $100,(X)0,  at  par,  of  said  capital,  together 
with  all  profits  or  dividends  in  any  way  applicable  thereto  after  November 
1,  188a 

(II)  In  consideration  whereof  the  said  party  of  the  second  part  hereby 
promises  and  agrees  to  pay  to  the  'said  party  of  the  first  part  the  sum  of 
$184,000,  payable  In  manner  as  follows:  $36,800  on  November  1,  1887;  $36,800 
on  November  1,  1888;  $36,800  on  November  1,  1888;  $36300  on  November  1, 
1890;  $38,800  on  November  1,  1801,  with  Interest  at  6  per  cent  per  annum, 
payable  semiannually  on  he  Ist  days  of  May  and  November  in  each  year  until 
ftiDy  paid. 

(III)  It  is  expressly  understood  and  agreed  between  the  parties  hereto  that 
the  said  party  of  the  second  part  shall  not,  until  the  said  purchase  money  and  the 
interest  thereon  shall  have  been  fully  paid  to  the  said  party  of  the  first  part, 
receive  any  of  the  dividends,  or  the  profits,  or  the  earnings  In  any  way  appli- 
cable to  or  belonging  to  the  Interest  hereby  agreed  to  be  sold  .to  the  said  second 
party;  nor  shall  the  said  second  party  In  any  shape,  manner,  or  form  have 
the  right  to  control  the  said  Interest,  or  have  any  l^al  or  equitable  estate  in 
said  interest,  until  the  said  purchase  money  shall  be  fully  paid ;  nor  shall  he, 
until  then,  have  the  right,  in  any  way  or  at  any  time,  to  vote  upoil  the  said 
interest. 

(IV)  The  party  of  the  first  part  agrees,  however,  that  it  will  credit  all  the 
profits  and  dividends  properly  applicable  to  the  said  interest  to  the  said  pur- 
chase money  to  be  paid  by  the  said  second  party  and  at  the  times  when  the 
said  dividends  and  profits  are  declared,  and  In  order  that  this  arrangement 
may  be  carried  out  with  the  least  Inconvenience,  and  also  that  the  entire  Interest 
as  agreed  to  be  sold  shall  always  be  security  for  any  balance  of  purchase  money 
still  remaining  unpaid,  both  parties  hereto  agree  that  upon  the  execution  hereof 
the  said  Interest  hereby  agreed  to  be  sold  to  the  said  party  of  the  second  part 
shall  be  transferred  to  and  remain  in  the  name  of  Henry  Phlpps,  jr.,  as  trustee, 
witb  whom  an  account  shall  be  kept  on  the  books  of  the  company  as  to  said 
Interest;  and  to  the  said  Henry  Phlpps,  jr.,  as  trustee,  shall  be  issued  a  cer- 
tificate fbr  the  said  interest  agreed  to  be  sold,  and  he  shall  thereupon  transfer 
and  assign  the  said  ccfftlfleate  to  the  said  party  of  the  first  part  as  collateral 
secnrity  for  any  and  all  purchase  money  that  may  at  any  and  all  times  be 
unpaid  oat  of  the  said  purchase  money  which  the  party  of  the  second  part 
hereby  agrees  to  pay. 

Said  H^iry  Phlpps,  jr.,  shall  have  the  right  at  all  times  to  vote  upon  said 
interest  and  to  control  and  manage  the  same  without  any  interference  of  any 
kind  from  said  party  of  the  second  part  up  until  the  said  purchase  money  has 
been  paid  in  full.  The  said  Henry  Phlpps,  jr.,  shaJl  under  no  drcumstances  be 
h^d  liable  for  any  loss  that  may  in  any  way  be  occasioned  to  the  said  Interest 
exesfyt  in  ease  of  actnal  fraud. 

(T)  ma  agreement  is  made  sabjeet  to  all  the  terms  and  provisions  of  an 
article  of  agreement  dated  January  10,  1887,  between  the  association  of  Car- 
negie Bro&  &  Co.  (Ltd.),  as  the  party  of  the  first  part  and  the  individual  mem- 
bers tliereof  as  the  parties  of  the  second  part,  a  copy  of  which  is  hereto  an- 
nexed and  made  part  hereof,  and  by  the  signing  of  this  agreement  the  said 
party  of  Oie  second  part  intends  to,  and  hereby  expressly  stipnlates,  that  he 
win  conipiy  with  an  the  terms  of  tbe  said  annexed  agreement. 

(Yl)  U^n  the  fttll  and  faitlifal  comptiance  by  the  said  party  of  the  second 
part  act  only  with  all  Hie  terms,  provisions,  and  stipulations  of  this  agreement, 
but  alio  on  a  fnl!  and  faithful  compliance  with  all  the  terms,  provisions,  and 
stIpidatlo&B  of  tlie  annexed  agreement,  and. after  all  the  said  purchase  money 
almll  have  been  fttlly  paid,  the  said  party  of  the  first  part  shall  transfer  and 
aaalgn  on  fts  books  to  the  said  party  of  the  second  part  the  said  interest  in  its 
capital,  as  specified  in  the  first  paragraph  hereof,  and  shall  cancel  and  transfer 
the  assignment  made  to  the  said  Henry  Phipps,  jr.,  as  trustee. 
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In  witness  whereof  the  said  party  of  the  first  part  has  hereunto  set  its 
common  seal,  attested  by  the  signatures  of  its  chairman  and  treasurer,  and  the 
said  second  party  has  hereunto  set  his  hand  and  seal  the  day  and  date  first 
above  given. 

CaBNBGIK   BbOS.  &  Go.    (liTD.)* 

By  H.  Phipps,  Jr.,  Ohairman. 
D.  A.  Stewabt,  Treasurer. 
H.  G.  Fbiok.  [seal.] 

In  the  presence  of — 

S.  E.  MooBE,  Secretary. 
R.  E.  Bbidqe. 


And  now  May  13,  1889 : 

Whereas  under  an  agreement  bearing  date  of  January  31,  1887,  by  and  be- 
tween this  association  and  Henry  G.  Frick,  2  per  cent  of  the  paid-up  capital  of 
this  association  (or  $100,000)  has  since  date  as  of  November  1,  1886,  been  held 
in  trust  by  Henry  Phipps,  Jr.,  for  said  Henry  G.  Frick,  conditioned  upon  the 
payment  at  certain  times  set  forth  in  said  agreement  of  an  aggregate  value  of 
$184,000;  and 

Whereas  at  sundry  times  since  that  date,  and  especially  on  May  13,  1889,  the 
said  Henry  G.  Frick  did  receive  certain  credits  for  dividends,  and  did  make  a 
certain  payment  of  cash,  and  did  issue  to  this  association  certain  notes  aggre- 
gating $100,000,  covering  the  balance  unpaid  as  of  May  1,  1889,  on  said  capital 
purchased,  falling  due  at  certain  times  hereafter,  and  being  secured  by  the 
aforesaid  2  per  cent  of  the  capital  of  this  association  as  collateral,  all  of  which 
appears  in  detail  on  the  records  of  this  association :  Now,  therefore,  be  It 

Resolved,  That  the  said  Henry  Phipps,  jr.,  as  trustee,  be  directed  to  transfer 
to  Henry  G.  Frick,  as  of  December  31,  1888,  said  holding  of  capital  in  this 
association ; 

That  said  trustee  be  fully  released  from  any  and  all  responsibility  or  concern 
in  the  trust  aforesaid ;  and 

The  transfer  being  duly  made,  that  the  trusteeship  be  abolished  and  the 
agreement  regulating  the  same  be,  and  is  now  hereby,  abrogated,  canceled,  and 
annulled  absolutely,  taking  effect  as  on  December  31,  1888. 

Gertified  from  the  minutes  of  a  meeting  of  the  board  of  managers  of  Gamegie 
Bros.  &  Go.  (Ltd.),  held  at  the  association  branch  offices.  Pittsburgh,  Pa.»  May 
]5,  1889.  It  being  also  this  day  agreed  by  and  between  the  parties  in  interest 
that  the  said  2  per  cent  of  the  capital  shall  remain  as  collateral  for  the  notes 
above  referred  to,  and  that  all  dividends  made  payable  thereon  shall  be 
deposited  by  said  H.  G.  Frick  with  this  association,  as  advance  payments,  to 
bear  interest,  on  account  of  the  notes  as  aforesaid. 

John  G.  A.  Leisuman,  Vice  Chairman. 
Geo.  Imudkb,  Manager. 
Attest : 

S.  E.  MooBE,  Secretary. 
I  agree  to  the  foreRoiiig. 

H.  G.  Fbick. 

This  agreement,  made  this  10th  day  of  January,  A.  D.  1887,  between  Gamegie 
Bros.  &  Go.  (Ltd.),  party  of 'the  first  part,  and  Andrew  Garnegie,  John  Walker, 
Samuel  E.  Moore,  Henry  Phipps,  Jr.,  H.  M.  Gurry,  William  H.  Singer,  George 
louder,  William  L.  Abbott,  David  A.  Stewart,  H.  W.  Borntraeger,  parties  of 
the  second  part. 

Wltnesseth : 

(I)  That  the  parties  of  the  second  part,  each  acting  for  himself  only  and  not 
for  another,  for  and  in  consideration  of  the  sum  of  $1  to  each  of  us  in  hand 
paid  by  the  party  of  the  first  part,  the  receipt  whereof,  by  the  signing  hereof,  Is 
hereby  acknowledged,  and  for  other  good  and  valuable  considerations  to  each 
of  us  moving,  do  hereby  covenant,  promise,  and  agree  to  and  with  the  party  of 
the  first  part,  that  they,  the  several  parties  of  the  second  part,  each  acting  for 
himself,  will  at  any  time  hereafter  when  three-fourths  in  number  of  the  persons 
holding  interests  in  said  first  party,  and  three-fourths  in  value  of  said  interests 
shall  request  us,  or  either  of  us  so  to  do,  sell,  assign,  and  transfer  to  said  first 
party,  all  of  each  of  our  interests  in  the  limited  partnership  of  the  Garnegie 
Broa  &  Go.   (Ltd.).     The  interest  shall  be  assigned  freed  from  all  liens  and 
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iQCiunbrances  or  contracts  of  any  kind,  and  this  transfer  shall  at  ouce  terminate 
all  oor  interests  in  and  connection  with  said  Oamegie  Bros.  &  Co.  (Ltd.)* 

(II)  The  request  of  the  requisite  number  and  value  sliall  be  evidenced  by 
a  writing  signed  by  them  or  their  proper  agents  or  attorneys  In  fact — and  a 
copy  of  this  shall  be  either  served  upon  the  party  whose  Interest  it  is  proposed 
to  buy,  or  mailed  to  him  at  his  post-office  address— at  least  five  days  before 
the  day  fixed  in  said  request  to  make  said  transfer  and  assignment 

(III)  The  party  of  the  first  part  covenants  and  agrees  that  it  will  pay  unto 
the  party  so  selling  and  assigning  the  value  of  the  interest  so  assigned,  as  it 
shall  appear  to  be  on  the  books  of  said  Carnegie  Bros,  ft  Co.  (Ltd.)i  on  the 
first  day  of  the  month  following  said  assignment. 

Said  payment  shall  be  made  in  matter  as  follows : 

If  the  interest  assigned  shall  not  exceed  2  per  cent  of  the  capital  stock  at 
par,  the  same  shall  be  paid  for  as  follows : 

One-fourth  cash  within  90  days  of  the  date  of  the  assignment  and  the  balance 
in  two  equal  annual  payments  fh>m  the  date  of  the  assignment  to  be  evidenced 
by  the  notes  of  said  first  party. 

If  the  interest  assigned  shall  exceed  2  per  eeat,  but  shall  not  exceed  4  per 
cent,  of  the  capital  stock  at  par,  then  the  same  sliall  be  paid  as  follows :  One- 
fourth  cash  In  six  months  after  the  date  of  the  assignment,  and  the  balance  iu 
three  equal  annual  payments  from  the  date  of  the  assignment,  to  be  evidenced 
by  the  notes  of  the  said  first  party. 

If  the  interest  assigned  shall  exceed  4  per  cent,  but  shall  not  exceed  20  per 
cent,  of  the  capital  stock  at  par,  then  the  same  shall  be  paid  for  as  follows: 
One-fourth  cash  within  six  months  after  the  date  of  the  assignment,  and  the 
balance  in  five  equal  annual  payments  from  the  date  of  the  assignment,  to  be 
evidenced  by  the  notes  of  said  first  party. 

If  the  interest  assigned  shall  exceed  20  per  cent  and  not  exceed  40  per 
cent  of  the  capital  stock  at  par,  then  the  same  shall  be  paid  for  as  follows: 
Otte-foarth  cash  within  eight  months  after  the  date  of  the  assignment,  and  the 
balance  in  10  equal  annual  payments  from  the  date  of  the  assignment,  to  be 
evidenced  by  the  notes  of  the  said  first  party. 

If  Uie  interest  assigned  shall  exceed  40  per  cent  of  the  capital  stock  at  par, 
then  the  same  shall  be  paid  for  as  follows :  One-fourth  cash  within  12  months 
after  the  date  of  the  assignment,  and  the  balance  in  15  equal  annual  payments 
from  the  date  of  the  assignment,  to  be  evidenced  by  the  notes  of  said  first  party. 

All  deferred  payments  shall  bear  interest  at  6  per  cent  per  annum,  payable 
semiannually. 

(IV)  This  agreement,  and  the  option  each  of  the  parties  of  the  second  part 
hereby  give  to  the  first  party,  Is  hereby  declared  to  be  irrevocable;  and  that  it 
may  be  carried  out  in  good  faith  and  notwithstanding  any  effort  on  the  part 
of  any  of  the  second  parties  to  evade  it,  each  of  the  second  parties  do  hereby 
appoint  the  person  who,  at  the  time  when  he  is  called  ui>on  to  act,  is  chairman 
of  the  first  party  our  attorney  in  fact  for  us  and  In  our  names,  places,  and 
stead,  to  assign  and  transfer  our  said  interests  in  said  Carnegie  Bros.  &  Co. 
(Ltd.)  whatever,  under  this  agreement,  it  would  be  the  duty  of  any  one  of  us 
80  to  do.  This  appointment  is  also  irrevocable,  Is  coupled  with  the  interest 
each  of  us  have  in  said  Carnegie  Bros.  &  Ck>.  (Ltd.),  and  will  justify  and  war- 
rant our  said  attorney  in  fact  to  act  for  us,  or  either  of  us,  in  the  premises 
just  as  efficaciously  after  the  death  of  any  of  m*,  or  nfter  any  of  us  has 
attempted  to  revoke  this  power  of  attorney  or  evade  this  agreement,  as  if  we 
were  alive  and  living  up  to  it  in  entire  good  faith. 

(V)  Death  shall  not  revoke,  alter,  or  Impair  any  of  the  terms  of  this  oou- 
tract,  but  the  first  party  shall,  after  the  death  of  either  of  the  second  parties, 
have  the  following  time  to  elect  to  buy  his  interest  on  the  terms  hereinbefore 
set  oat: 

tf  the  interest  does  not  exceed  4  per  cent,  four  months. 

If  the  interest  exceeds  4  per  cent  but  does  not  exceed  20  per  cent,  eight 
montlisL 

If  the  interest  exceeds  20  per  cent,  12  months. 

And  we,  each  of  us,  who  sign  this  agreement  hereby  direct  our  personal 
representatives,  after  our  death,  to  approve,  Join  in,  and  perfect  any  transfer 
onr  said  attorney  in  fact  may  make,  and  our  said  executor  or  executors,  or 
administrator  or  administrators  shall  carry  out  this  contract  and  all  its  pro- 
▼isioiiB  just  as  if  said  representatives  had  themselves  made  this  agreement. 

(TI)  This  agreement  is  hereby  declared  to  be  a  lien  and  incumbrance  upon 
each  of  our  shares  in  said  Carnegie  Bros,  ft  Co.  (Ltd.) ;  no  attempt  of  any 
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of  the  second  parties  volHntarily  to  sell,  pledge,  or  mortgage,  and  no  proceed- 
ings adversely  against  any  of  the  second  parties  by  ezecntioa,  procees  of  law, 
or  equily  of  any  kind,  banlcrnptcy  or  insolvency,  shall  in  any  way,  f^ape,  or 
form  affect,  impair,  or  alter  it,  or  any  part  of  it,  or  take  from  under  Its  opera- 
tions our  respective  interests,  or  relieve  any  of  those  interests  fkrom  die  dog 
hereof. 

All  parties  hereto  agree  and  declare  that  it  is  the  settled  poHey  of  Oamegie 
Bros.  &  Co.  (Ltd.)>  and  all  of  us,  in  entire  good  ftilth  and  with  all  eflbrt 
on  our  part  to  carry  out  in  its  tme  e|>irit  and  meaning  this  agreement,  we,  all 
of  us,  being  satisfied  that  if  we  do  so  it  will  be  greatly  to  the  benefit  of 
Carnegie  Bros.  &  Co.  (Ltd.),  and  that  any  effort  on  tiie  part  of  either  of 
us  to  evade  any  of  the  provisions  of  the  same  will  most  properly  prove  our 
unfitness  to  be  connected  with  said  Carnegie  Broa  ft  Oo.  (Ltd.). 

(VII.)  Any  person  signing  this  agreement  sfaall  t>ecome  a  party  of  t^  sec- 
ond part  hereto,  with  as  full  ^ect  as  if  named  in  the  body  of  the  same. 

In  witness  whereof  the  first  party  has  hereto  set  its  common  seal,  attested 
by  the  signatures  of  its  chairman  and  secretary,  and  the  parties  of  the  second 
part  have  hereto  set  their  respective  hands  and  seals,  the  day  and  date  first 
above  given. 

Cabki»iv  Bbos.  lb  Co.   (Ln>.). 
By  H.  Phifps,  Jr.,  Ohahtnon. 
D.  A.  Stbwabt,  iy«wwfer. 

Attest: 

8.  fi.  Moomc,  8Bere$arif, 


ARDBKW    CAaHTOIS. 

[SBAL.] 

Hmr  Phi»8,  Jr. 

[SBJkt] 

Quo.    IjAXJVBL 

[BKAU] 

D.  A.  Stbwabu 

[SBAL.] 

JiOHW  Wauub. 

[«BAL.] 

H.   M.   CJCBBT. 

[SfiU^l 

Wic.  L.  Abbovt. 

[SBAt.] 

H.    W.    BOBKTtAVQVa. 

[BWJ.1 

S.  Q.  MOOB. 

[BKAI.1 

W.    H.    SbRGKB. 

[8BAX.] 

Signed,  sealed,  and  delivered  in  the  presence  of : 

Chas.  T.  C.  Mackie 
(As  to  Andrew  Carnegie  and  Henry  Phlppe,  Jr.)- 

F.  T.  F.  LovEJOY 
(As  to  Geo.  Lauder,  D.  A.  Stewart,  John  Walker,  H.  M.  Curry,  Wm.  L.  Abbott 
H.  W.  Bomtraegror,  S.  E.  Moore,  and  W.  11.  Singer). 

New  York,  January  10,  1887,  received  one  ($1)  dollar  for  consideration  men- 
tioned in  within  agreement. 

ANDBEW  CaBKBQIK. 

Received.  Pittsburgh,  January  12,  18S7,  In  full,  for  consideration  mentioned 
in  Within  agreement. 

One  dollar,  Henry  Phlpps,  Jr.  One  dollar,  Wm.  L.  Abbott. 

One  dollar,  Geo.  Lauder.  One  dollar,  H.  W.  Bomtraegw. 

One  dollar,  D.  A.  Stewart.  One  dollar,  S.  E.  Moore. 

One  dollar,  John  Walker.  One  dollar,  W.  H.  Singer. 
One  dollar,  H.  M.  Curry. 

From  the  record. 

[SEAL.]  ^^«  B.  KiBKsa,  Prathonotmnf, 


[In  the  Court  of  Common  Pleas  No.  1,  of  Allegheny  County,  Pa.     Jn  Wlty.  Ifft.  «22, 
March  term,  1900.    H.  C.  Prick,  plaintlir.  v.  The  Carnegie  Steel  Co.  (Ltd.)) 

Andrew  Carnegie,  Henry  Phipps,  Jr.,  L.  C.  Phipps,  (George  LaBd«r»  C  U. 
Schwab,  H.  M.  Curry,  W.  H.  Sln«er,  A-  B.  Peacock,  F.  T.  F.  Love|<^,  Thomas 
Morrison,  George  II  Wlghtman,  D.  M.  Clemson,  James  Gayley,  A.  M.  Moreiand. 
Charles  L.  Taylor,  A.  R.  Whitney,  W.  W.  Blackburn,  John  C.  Fleming,  J.  Ogden 
Hoffman,  Millard  Hunslker,  George  B.  McCague,  James  Scott,  H.  P.  Bepe,  W.  B. 
Corey.  Joseph  B.  Schwab,  L.  T.  Brown,  D.  G.  Kerr,  H.  J.  Lindsay,  B.  F.  Wood. 
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H.  &  Tener,  Jr.,  George  McGrew,  G.  D.  Packer,  W.  R.  DLckflon,  A.  C.  Case,  Johii 
McLeod,  dmrles  W.  Baker,  A.  B.  Himt,  A.  a  Dinkey,  P.  T.  Berg,  Charles  Mc- 
Cresry,  F.  T.  F.  LoTejoy,  trustee  for  tbe  Carnegie  Steel  Co.  (Ltd.),  defendants. 

To  the  honorable  the  Judges  o/  the  «aid  Court: 

Yoar  orator  complains  and  nys : 

1.  Dorlng  tbe  months  of  April,  May,  asd  Jane,  In  tlie  year  1892,  Andrew 
Carnegie,  Henry  Pblpps,  Jr.,  €}eorge  H.  Lauder,  W.  H.  Steger,  H.  M.  Curry.  H.  W. 
Itorntraeger,  John  G.  A.  Lelshman,  William  L.  Abbott,  Otis  H.  Ghilds,  John  W. 
Vandervort,  C.  L.  Strdbel,  F.  B.  F.  Lo^reloy,  P.  R.  Dilkm,  W.  W.  Blackburn,  Wll- 
llaai  P.  Palmer,  L.  C.  Phlppa,  A.  R.  Peaco<A,  J.  Ogden  Hoffman,  John  a  Fleming, 
James  H.  Simpson,  H.  P.  Bope,  H.  G.  Frlck,  and  F.  T.  F.  LOT«Joy,  trustee,  for 
tlie  Carnngie  Steel  Co.  (Ltd.),  executed  and  acknowledged  certain  articles  of 
Hssodatlon,  of  which  a  copy  marked  ''Bxhrlblt  A"  is  hereto  attached,  which  it 
in  prayed  may  be  taken  as  part  of  this  Mil.  It  was  provided  in  said  agreenofent 
tiiat  it  should  go  into  ettect  on  the  1st  day  of  Jn)y,  1882.  It  was  therehi  reeited 
tbat  Carnegie  Bros.  &  0>.  (Ltd.)  had  been  duly  organised  mder  the  proylskms 
of  an  act  of  the  General  Assembly  of  the  Commonwealth  of  Penn^lvania,  en- 
titled '*An  act  aathoritlDg  the  formation  and  regnlatton  of  partnership  associa- 
tions,** approved  the  2d  day  of  June,  1874,  and  the  TBrious  supplements  thereto, 
to  cofiduct  a  limited  partnen^ip  assocfatfon  under  that  name.  Said  agreement 
mis  reeoMed  hi  the  recorder's  office  of  Allegheny  Ooonty  in  the  llmHed  partner- 
ship hook,  volume  9,  page  876,  on  the  80th  ^y  of  Jane,  1882. 

The  said  agreement  further  stated  that  the  then  holders  of  shares  in  Carnegie 
Bto&  &  Co.  (Ltd.)  had  unanimously  agreed  and  resolved  to  change  the  name 
of  the  association,  to  change  the  location  of  the  general  office,  to  change  the 
bnsfaiess  to  be  ceoducted,  and  to  merease  the  capital  from  |5,000,000  to  |85,- 
000,000.  In  order  to  accomplish  and  carry  out  these  changes  the  said  parties 
who  executed  the  said  agreement,  which  was  made  to  bear  date  July  1,  1892, 
created  an  association  whic^  was  really  a  new  partnenefhip.  Many  of  the 
uerwms  who  executed  the  satd  agreement  of  1892  had  not  been  parties  to  and 
had  not  signed  the  articles  of  association  of  the  said  Carnegie  Bros,  ft  Co. 
(Ltd.)  subscribed  for  and  took  capital  stock  In  said  new  partner^ip — the 
Osmc^  Steel  Oo.  (Ltd.). 

These  articles  of  association  pretended  to  be  an  amendment  of  the  original 
articles  of  association  of  Carnegie  Bros.  A  Co.  (Ltd.),  but  for  rartons  reasons 
they  were  not  an  amendment  of  said  article©,  but  were  new  articles  of  associa- 
tion which  created  a  new  partnersliip.  Some  of  the  parties  who  executed  said 
new  articles  had  neither  executed  the  orlgtna!  art1cTc»  of  association  of  Or- 
aegie  Bros,  tt  Go.  (Ltd.)  nor  acquired  any  interest  therein  by  assignments  of 
memhers  tiiovof.  Said  new  articles  proTlded  for  carrying  on  not  only  the 
original  fmt  also  different  and  independent  businesses;  tor  conducting  business 
under  a  new  and  eutir^ly  different  name;  fbr  a  change  in  the  location  of  the 
|K!«neral  office  of  the  new  company ;  and  for  a  large  increase  In  the  capital  stock 
thereof.  The  said  n«w  assochition  or  drm,  called  the  Carnegie  Steel  Co.  (Ltd.), 
was  not  In  fact  the  original  association  of  Carnegie  Bros,  ft  Co.  (Ltd.),  biTt  was 
tn  fytct  a  new  partnersbip  differing  from  the  latter  inter  alia  fn  name.  In  mem- 
beniMp,  In  amount  of  capital  stock,  m  location,  and  in  the  biTSlneffi  to  be 
coaducted. 

2.  Prior  to  the  formation  of  the  Chmegie  9te^  Ck>.  (Ltd.)  the  partnership 
of  Cam^e  Bros,  ft  0».  (Ltd.)  bad  been  engaged  solely  in  the  mannftcture  and 
sale  of  steel  rails  at  the  Edgar  Thompson  Steel  Works,  located  in  the  town- 
ship of  Braddock,  in  the  oounty  of  Allegheny  and  State  of  Pennsylvania.  It 
had  ma4e  coke  at  Larimer  and  at  the  Toughlogheny  Coke  Works  and  mhied  ore 
at  Ae  Scotia  ore  mines  and  made  pig  iron  and  billets;  It  had  done  all  these 
things,  saving  the  manufacture  of  billets,  fbr  the  purpose  of  securing  the  raw 
amlerlalB  needed  hi  the  manufacture  of  steeS  raftsi  The  saM  Carnegie  Bros,  ft 
0>.  (Ltd.),  from  its  organization  down  until  the  Ist  day  of  July,  1892,  had  been 
CTgi^fcd  in  no  other  business  than  as  abere  stated. 

The  said  Canaegle  Steel  Cto.  (Ltd.),  on  the  other  hand,  was  formed  for  the 
purpose  of  and  engaged  in  and  carried  on  the  following  business : 

(o1  AH  the  business  theretofore  carried  en  by  Gumegie  Bros,  ft  Co.  (Ltd.) 
and  fti  addition  thereto  the  business  carried  on  at  the  fbllowlng  places: 

(b)  ne  fiomesiead  Steel  Works: 

At  fb€Ki  wortrs,  at  which  in  1892  about  3,500  men  were  employed,  structural 
matenals,  beams,  chanuels,  angles,  plates,  armor  plate,  and  steel  made  by  the 
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open-hearth  process  were  manafactnred.    The  tonnage  thereof  In  1892  was  ahont 
30,000  tons  per  month.    The  then  yearly  output  aggregated  about  $15,000,000. 

(c)  Upper  Union  Mills,  the  Lower  Union  Mills: 

At  these  mills  in  1892  about  1,600  men  were  employed.  Puddling  furnaces 
were  there  operated  and  iron  and  rolled  steel,  plates,  beams,  angles,  and  other 
structural  steel,  axles,  locomotive  forgings,  steamboat  shaftli^ps^  and  other 
forgings  of  different  kinds  were  there  manufactured.  Their  tonnage  was  about 
10,000  tons  per  month  and  their  yearly  output  was  about  $4,000,000. 

(d)  The  Lucy  Furnaces: 

At  these  works,  at  which  about  600  men  were  employed  In  1892,  pig  iron  was 
manufactured.  The  tonnage  was  in  the  neighborhood  of  about  460  tons  per  day 
and  the  yearly  output  was  about  $2,000,000. 

(6)  Keystone  Bridge  Works: 

At  these  works,  in  which  about  800  men  were  employed  in  1892,  iron  and  steel 
bridges  for  railroads  and  other  purposes  in  structural-steel  buildings^  elevated 
railways,  and  causeways  for  railroads  were  constructed.  Their  tonnage  was 
about  20,000  tons  per  year  and  their  annual  output  about  $1,600,000. 

(/)  Beaver  Falls  Mills: 

These  mills  were  located  in  Beaver  Ck>unty,  Pa.  They  then  employed  about 
1,000  men.  At  them  were  manufactured  steel  rods,  wire,  and  nails.  Their  ton- 
nage was  about  15,000  tons  per  year  and  the  yearly  output  was  about  $1,000,000. 
The  principal  office  of  the  company  was  changed  from  Braddock  Township,  Alle- 
gheny County,  Pa.,  to  the  city  of  Pittsburgh,  Allegheny  County,  Pa.  The  places 
of  business  were  enlarged.  Instead  of  carrying  on  the  business  only  at  those 
places  specified  In  the  original  articles,  the  new  firm  of  Carnegie  Steel  Co.  (Ltd.) 
carried  on  business  nt  divers  and  sundry  other  places  in  Allegheny  County  and 
elsewhere  and  greatly  increased  the  capacity  of  the  different  works  operated  by 
them. 

3.  The  agreement  of  1892  provided  that  capital  to  the  extent  of  $20,000,000 
should  be  paid  in  cash  on  or  before  the  80th  day  of  June,  1892,  but  made  no 
provision  for  the  remaining  capital,  viz,  $5,000,000.  Said  amount  of  increased 
capital  was  never  paid  into  the  association  in  cash,  either  on  or  before  the  30th 
day  of  June,  1892,  or  later.  Said  increase  was  made  in  the  manner  following: 
On  the  30th  day  of  June,  1892,  the  firm  of  Carnegie,  Phipps  &  Co.  (Ltd.),  de- 
clared a  dividend  of  200  per  cent  on  its  capital  stock  of  $5,000,000.  The  amount 
of  this  dividend  thus  declared  was  $10,000,000.  On  said  30th  day  of  June,  1892, 
the  firm  of  Carnegie  Bros.  &  Ck).  (Ltd.)  also  declared  a  dividend  upon  Its  then 
capital  of  $5,000,000  of  200  per  cent,  making  the  amount  of  the  dividend  thus 
declared  $10,000,000.  Checks  were  given  by  Carnegie,  Phipps  &  Co.  (Ltd.),  to 
its  members,  and  by  Carnegie  Bros.  &  Ck).  (Ltd.)  to  its  members,  for-  their 
several  shares  of  said  dividends,  said  members  t>eing  the  subscribers  to  the 
articles  of  association  of  the  Carnegie  Steel  Co.  (Ltd.).  These  checks  thus 
given  to  said  members  were  indorsed  over  by  them  in  payment  of  their  several 
subscriptions  to  Carnegie  Bros.  &  Co.  (Ltd.)  in  payment  of  the  several  sub- 
scriptions to  the  Carnegie  Steel  Co.  (Ltd.).  In  fact,  no  cash  was  paid  by 
either  of  said  limited  companies,  neither  by  Carnegie  Bros.  &  Ck).  (Ltd.)  nor 
by  Carnegie,  Phipps  &  Cx).  (Ltd.).  There  was  not  cash  in  bank  to  the  credit 
of  either  company  to  meet  said  checks  thus  by  each  drawn.  Subsequently, 
Carnegie,  Phipps  &  Ck).  (Ltd.),  having  retained  assets  sufficient  to  pay  its  obli- 
gations other  than  those  assumed  by  Carnegie  Steel  Co.  (Ltd.),  conveyed  to 
the  CJamegie  Steel  Ck).  (Ltd.)  all  its  property,  real  and  personal.  All  the  assets 
of  Carnegie  Bros.  Sc  Co.  (Ltd.).  at  the  time  of  said  articles  of  association  in 
1892  and  for  some  time  prior  thereto,  were  chiefly  in  the  shape  of  real  and 
personal  estate.  It  would  have  been  impossible  for  said  company  to  have  paid 
said  checks  thus  drawn  by  it  without  selling  the  whole  or  part  of  said  prop- 
erty, real  and  personal,  all  of  which  was  needed  for  the  conduct  of  the  business 
of  the  Carnegie  Steel  Ck).  (Ltd.),  and  was  thereafter  used  by  it  in  carrying  on 
its  business. 

4.  Your  orator  believed,  until  January  of  the  present  year,  that  said  Car- 
negie Steel  Co.  (Ltd.)  was  a  limited  partnership,  duly  organised  in  accord- 
ance with  the  laws  of  the  State  of  Pennsylvania,  and  that  his  private  fortune 
was  not  pledged  for  the  debts  of  said  association  except  in  so  far  as  he  held 
an  interest  in  the  capital  stock  of  the  same.  In  January,  1900,  he  was  fbrced 
to  employ  counsel  to  protect  his  interests  against  the  attacks  by  Andrew  Car- 
negie hereinafter  stated.  He  was  then  advised  that  the  Carnegie  Steel  Co. 
(Ltd.)  was  not  a  valid  limited  partnership  association  under  the  laws  of 
the  State  of  Pennsylvania,  but,  on  the  contrary,  that  each  and  all  of  Its 
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partners  were  liable  to  creditors  as  general  partners,  and  that  the  firm  itself 
was  a  general  partnership,  in  which  the  rights,  duties,  and  privileges  of  the 
partners  were  governed  by  the  general  law  relating  thereto. 

5.  The  firm  of  Carnegie  Bro&  &  Go.  (Ltd.)  had  been  formed  by  virtue  of  ar- 
ticles of  association  entered  Into  in  the  year  1881  by  Andrew  Carnegie,  Thomas 
M.  Carnegie,  Gardner  F.  McCandless,  Henry  Phipps,  Jr.,  D.  A.  Stewart,  John 
Scott,  and  John  W.  Vandervoit  as  a  limited  partnership  association  under 
the  provisions  of  an  act  of  the  general  assembly  of  this  Commonwealth,  en- 
titled ''An  act  authorizing  the  formation  of  partnership  associations  in  which 
the  capital  subscribed  will  alone  be  responsible  for  the  debts  of  the  association, 
except  under  certain  circumstances,"  approved  the  2d  day  of  June,  1874,  and 
the  various  supplements  thereto.  The  articles  of  association  of  this  part- 
nership, bearing  date  the  1st  day  of  April,  1881,  were  executed  by  all  of  said 
partners  and  were  recorded  In  the  recorder's  office  of  Allegheny  County, 
Pa.,  in  Limited  Partnership  Book,  vol.  2,  page  180,  on  the  1st  day  of  April,  1881. 

A  copy  of  said  articles,  marked  "  Exhibit  B,"  is  hereto  attached,  which  it  is 
prayed  may  be  taken  as  a  part  of  this  bill.  Under  these  articles  said  limited 
association,  whose  original  capital  was  $5,000,000,  which  was  contributed 
as  to  11,000,000  In  cash  and  as  to  $4,000,000  thereof  in  property,  carried  on 
the  business  of  manufacturing  steel  rails,  as  hereinbefore  stated,  until  July 
1,  1802.  £Yon>  time  to  time  certain  members  thereof  had  assigned  ttieir 
respective  interests  therein  to  said  association,  which  had  admitted  to  mem- 
bership certain  other  persons  as  partners.    On  the  30th  day  of  June,  1892, 

I  he  members  of  said  association  and  those  holdiug  interests  and  the  percentage 
of  each  holding  were  as  follows : 

Carnegie  Bros,  dc  Co.  (Ltd.),  list  of  shareholders j  June  30^  1892. 

Names.                             FeroentBge.  i  Names.                              PeroeDtage. 

Andrew  Oumegie 55J     L.  C.  Phipps § 

Henry  Phipiw,  jr 11       A.  R.  Peacock J 

H.C.  Prick 11    i  J.  Ogden  Hoffman } 

Georce  Lauder 4    i  Jno.  0.  Fleming I 

H.M.Curry 2    i  Jas.  H.  Simpson J 

W.H.Singer 2    |  H.  P.  Hope }, 

H. W.  Bomtraeger 2    ■  Chas.  L.Taylor j 

JohnG.  A.  Leiflhman 2    !  E.  H.  Utley I 

Wm.  L.Abbott 1    |  C.M.Schwab J 

Otis  H.  Chads 1     I  Jno.  A.  Potter J 

Jno.  W.  Vandevort i  !  James  Gayley J 

C.  L.  Strobel I  :  Thos.  Morrison i 

F.  T.  F.  Lovejoy |  ,  Undivided,    F.    T.    F.    Lovejoy, 

P.R.Dillon i        trustee 1{U 

W.W.Blackbum i                                                             

Wm.P.Palmer J     ($5,000,000) 100 

The  whole  business  of  said  association  on  the  1st  day  of  July,  1892,  was 
merged  Into  that  of  the  Carnegie  Steel  Co.  (Ltd.),  which  took  into  Its  posses- 
sion and  ownership  all  Its  assets.  All  of  said  assets  have  since  continued  to 
be  held,  and  are  now  held;  to  such  extent  as  the  same  have  not  been  converted, 
by  the  said  Cample  Steel  Co.  (Ltd.).  No  business  since  that  date  has  been 
conducted  by  said  Carnegie  Bros.  &  Co.  (Ltd.).  Its  contracts  were  assumed 
from  time  to  time  by  said  steel  company,  limited. 

6.  On  or  about  the  4th  day  of  January,  1889,  your  orator  acquired  an  interest 
and  became  a  partner  In  Carnegie  Bros.  &  Co.  (Ltd.).  His  interest  in  said 
association  at  different  periods  was  as  follows:  On  the  4th  of  January,  1889, 
it  was  2  per  cent.  On  the  80th  day  of'  June,  1892,  it  was  11  per  cent  On 
the  1st  day  of  July,  1892,  his  Interest  in  said  Carnegie  Steel  Co.  (Ltd.)  was 

II  per  cent   At  the  present  time  his  interest  in  said  steel  company  is  6  per  cent. 

7.  On  the  14th  day  of  January,  1889,  your  orator  was  elected  chairman  of 
Carnegie  Bros,  ft  Co.  (Ltd.),  and  continued  to  act  as  such  chairman  until  the 
new  asBoclatlon  of  the  Carnegie  Steel  Co.  (Ltd.)  was  formed.  He  was  then 
dected  chairman  of  the  latter  and  continued  to  act  as  such  until  December 
5,1890. 

On  January  11,  1895,  with  the  assent  of  those  interested  and  with  a  view 
to  enable  yoar  orator  to  perform  duties  which  were  believed  to  be  of  more 
value  to  the  firm  than  those  then  Imposed  upon  said  chairman,  the  office  of 
president  was  created.  Upon  said  officer  was  placed  the  details  of  the  duties 
your  orator  had  theretofore  performed  as  chairman. 
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Yonr  orator  contLaned  as  chairman  with  general  snpervlsory  power  uutll 
December  5,  1899.  About  that  date  Carnegie,  without  reason,  and  actuated 
by  malevolent  motives,  demanded  his  resignation  of  said  position.  Recogniz- 
ing Carnegie's  paramount  influence  as  the  holder  of  a  majority  interest,  and 
desiring  to  prevent  tlie  evil  which  might  result  from  discord,  your  orator 
acquiesced  in  the  demand  and  gave  his  resignation. 

As  chairman  of  said  companies  your  orator  had  participated  largely  in  and 
directed  the  business  conducted  by  them,  and,  until  the  time  of  his  enforced 
resignation,  said  business  was  conducted  to  a  large  extent  under  his  personal 
supervision,  management,  and  direction.  Carnegie  lived  in  New  Tork  City. 
He  spent  much  of  his  time  abroad,  remaining  there  continually,  at  one  time. 
for  over  18  months.  Of  course,  he  was  consulted  about  important  matters,  but 
he  rarely  participated  in  the  current  management  of  the  businesa 

8.  Andrew  Carnegie  was  a  meml)er  of  Carnegie  Bros.  &  Co.  (Ltd.)  and  of 
Carnegie,  Phipps  &  Co.  (Ltd.).  He  also  became  a  member  of  the  Carnegie 
Steel  Co.  (Ltd.)  by  signing  Its  articles  of  association.  He  has  ever  since  con- 
tinned  to  be  a  meml>er  of  said  last-named  association.  At  the  present  time  his 
interest  in  said  association  is  58)  per  cent. 

Some  of  the  partners  who  signed  the  original  articles  of  association  of  the 
Carnegie  Steel  Co.  (Ltd.),  from  time  to  time  surrendered  their  interests  to 
said  association.  The  latter  has  permitted  other  persons  to  take  from  it  inter> 
ests  therein  and  to  become  members  of  the  firm.  The  persons  who  have  thus 
become  members  since  the  1st  day  of  July,  1892,  are  all  largely  indebted  to  the 
association  for  the  amount  of  the  contributions  agreed  by  them  to  be  made. 
The  only  members  who  hold  fully-paid  shares  are  Andrew  Carnegie,  Henr^ 
Phipps,  Jr.,  George  Lauder,  W.  H.  Singer,  and  your  orator.  The  remaining 
members  are  largely  indebted.  The  limited  company  in  all  instances  holds 
the  ownership  of  the  respective  interests  of  said  indebted  members  as  col- 
lateral security  for  the  payment  of  their  contributions.  Andrew  Carnegie's 
interest  always  exceeded  50  per  cent  of  the  whole,  and  thus  he  has  l>eeiL  enabled 
whenever  he  so  desired,  to  control  nearly  all  his  copartners. 

Ou  December  30,  1899,  the  names  of  the  partners  of  the  Cam^e  Steel  Ca 
(Ltd.)  and  those  having  interests  and  the  respective  holdings  of  ettch  are  ae 
follows : 

The  Carnegie  Steel  Co,  (Ltd.)  list  of  shareholders,  Dec,  SO,  1899. 

Names.                                      Peroeotage.  Names.  P«ro«iU0aL 

Andrew  Carnegie 58i    '  E.  F.  Wood ^ 

Henry  Phipps,  jr 11      '  H.  E.  Tener,  jr ^ 

H.  C.  Frick 6      j  George  Megrew j 

George  Lauder 4      I  G.  D.  Packer 4 

C.  M.  Schwab 3      ,  W.  B.  Dickson 4 

H.  M.  Curry 2        A.  0.  Case 1 

W.H.  Singer 2        John  McLeod I 

L.O.Phipps 2      I  Chas.  W.Baker *.  i 

A.  R.  Peacock 2  Undivided,    P.    T.    F.    Lovejoy, 

F.  T.  F.  Lovejoy |    i      trustee } 

Thoa.  Morrison I  


(3eo.  H.  Wightman §  ($26,000,000) 100 

D.  M.  ClemaoD | 

A^.^J^MoreSid!!; ! '.y.V.'.'.W'.','.'.'.  \l  Changes  sirwe  Dec.  SO,  1899. 

Chas.  L.  Taylor 4  I  „  «  ^ 

A .  R.  Whitney J  H .  P.  Dope,  bouaht ^ 

W.W.Blackbura }  j  P.  T.  Bere,  bought ^ 

Jno.  C.  Fleming \  ,  A.  C.  Dinkey,  bought ^ 

J.  Ogden  Hoffman i  ,  James  Gayley,  bought tV 

Millard  Hunsicker \  '  A.  R.  Hunt,  bought ^ 

Geo.  E.  McCague \  .  Charlee  McCreery,  bought ^ 

James  Scott i  ;  

H.  P.  Bope 4                Total ^ 

W.  E.Corey J 


Joe.  E.  Schwab \  I  Held  by  F.  T.  F.  Lovejoy,  tnifitee, 

L.T.Brown J  \      Dec.  30,  1899 1 

D.  G.  Kerr i      Held  by  F.  T.  F.  Lovejoy,  tmstee, 

H.J.Lindeay i         Jan.  1,  1900 ^ 
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9.  Tlie  business  of  Carnogle  Bros.  &  Co.  (Ltd.)-,  which  was  merged  Into  that 
of  the  Carnegie  Steetl  Co.  (Ltd.).  was  profitable.  The  business  of  the  Carnegie 
Steel  Co.  (Ltd.).  especially  during  the  last  few  years,  has  been  enormously 
succeasful  and  profitable. 

With  the  then  outlook  Carnegie  estimated  iu  November,  1899,  that  It  will 
realiae  from  its  busineas  for  the  year  1900  a  profit  of  $40,000,000,  and  I  then 
and  DOW  believe  that  said  profit  will  exceed  $^,000,000.  During  the  year  end- 
ing Decttnber  81,  1809,  its  net  profits  were  $21,000,000. 

Its  asselB  on  the  Slst  day  of  December,  1899,  were  clearly  worth  more  than 
$25(MX)0,000.  Within  the  last  few  months  Carnegie  has  asserted  the  fair  value 
thereof  to  be  greatly  in  ezcesB  of  that  sum.  He  has  further  asserted  that  they 
are  of  such  value  that  In  ordinary  times  of  peace  and  reasonable  business  pros- 
perity in  England  the  same  could  be  readily  placed  on  the  London  market  on 
the  baalB  of  £100,000,000.  Since  the  making  of  these  assertions  the  value  of 
these  assets  has  largely  increased. 

Within  the  year  1899  huge  additions  to  and  improvements  of  the  works 
have  been  completed,  thereby  adding  enormously  to  their  producing  power. 
Other  additions  and  improvements,  now  in  course  of  construction,  which  will 
still  further  greatly  increase  said  producing  power  and  future  profits,  will  soon 
be  completed. 

The  booicfl  of  said  company  do  not  now  and  have  not  recently  contained  a 
reasonable  valuation  of  its  assets.  A  very  large  quantity  of  its  assets  on  the 
iBt  day  of  January,  1900,  stood  upon  its  books  at  very  inadequate  valuations. 
Some  of  the  assets  did  not  there  appear  at  any  valuation.  This  was  known  to 
Oirnegle  and  the  other  partners.  The  fair  value  gf  your  orator's  interest 
therein  could  not  be  determined  from  what  now  appears  on  the  books  of  said 
(.-omfNiBy. 

ni)  For  various  reasons — none  just,  not  necessary  now  to  be  stated,  but 
which  will  appear  hereafter  in  the  taking  of  testimony— Carnegie  has  recently 
conceived  a  personal  animosity  toward  your  orator.  This  partly  arose  from  the 
failure  of  your  oratoi*.  in  connection  with  others,  to  avail  of  an  option  given 
by  Carnegie  in  consideration  of  the  sum  of  $1,170,000  to  Carnegie  paid,  and 
now  retained  by  him,  as  a  forfeit  to  purchase  his  (Carnegie's)  interest  in  said 
Sted  Co.  (Ltd.)  for  the  sum  of  nbout  $157,950,000,  which  sum  Carnegie 
insisted  shoald  be  so  preferred  and  secured  that  he  would  virtually  have  a  first 
mortgage  on  all  the  partnership  assets  and  thus  gain  a  preference  over  all  his 
partners. 

As  has  been  heretofore  said,  on  the  4th  day  of  December,  1899,  without  good 
reason,  and  from  malevolent  motives  toward  me,  Carnegie  demanded  the  resig- 
nation of  yonr  orator  of  his  office  of  chairman  of  said  company.  This  resigna- 
tion, hi  the  interest  of  harmony,  was  tendered.  Since  that  time  Carnegie  has 
secured  control  of  the  whole  association  and  of  Its  affairs,  and  has  compelled 
the  copartners,  other  than  Henry  Phipps,  Jr.,  F.  T.  F.  LoveJoy,  and  Henry  M. 
Curry,  and  perhaps  others,  who  refused  to  carry  out  his  orders  and  desires,  to 
IJflss  such  resolutions  and  do  such  acts  as  he  dictated,  without  regard  to  their 
conformity  to  their  real  wishes  or  to  their  Judgment  as  to  the  true  policy  of 
the  as80<^tlon.  Many  of  the  partners  were  unable  or  unwilling  to  incur  his 
animosity,  lest  he  might  attempt  to  forfeit  their  interests  in  the  association. 
Some  of  them  were  practi^lly  unable  to  resist  his  will,  because  of  their  large 
indebtedness  thereto. 

In  order  that  he  injure  your  orator  whilst  benefiting  himself,  Carnegie  con- 
ceived a  scheme  to  forfeit  the  Interest  of  your  orator  in  the  association,  worth 
upward  $15,000,000,  in  such  way  as  would  not  oblige  him  to  pay  therefor  one- 
half  of  its  real  value  and  would  enable  him  to  make  payment  therefor  In  small 
installments  at  very  long  Intervals  of  time. 

(12)  As  part  of  this  fraudulent  scheme,  Carnegie,  who  had  rarely  attended 
the  meettngs  of  the  board  of  managers  of  the  Steel  Co.  (Ltd.),  thereto- 
fore held,  presented  himself  at  a  meeting  of  the  said  board  held  on  the  8th 
<iay  of  January,  1900,  after  the  resignation  by  your  orator  of  his  chairmanship 
«nd  yrheaa  he  was  not  present.  Carnegie  then  presented  to  said  board  of 
managers  resolutions  by  him  previously  prepared,  which  he  caused  to  be 
adopted.  Many  of  the  statements  in  said  resolutions  were  false.  The  whole 
of  the  resolutions  were  misleading.  In  them  he  referred  to  a  certain  so-called 
irondad  agreement.  Oamegle  followed  up  his  action  In  this  respect  by  obliging 
the  board  of  managers  to  instruct  the  secretary  to  receive  signatures  to  this 
so-called  ironclad  agreement,  which,  for  the  first  time,  he  called  a  supplemental 
iroQclBd  agreement  of  July  1, 1892.    No  such  agreement  had  ever  been  executed 
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by  Carnegie.  Mauy  other  members  of  the  firm  had  never  executed  the  same. 
This  so-called  agreement  was  Inoperative  and  void.  Carnegie  knew  that  it 
was  void  and  inoperative.  He  knew  that  neither  he  nor  the  Carnegie  Steel  Co. 
has  any  power  to  compel  any  person  to  sell  his  interest  in  the  firm  In  pursu- 
ance thereof;  yet,  knowing  this,  without  your  orator's  knowledge,  secretly,  after 
said  resolutions  had  been  passed,  he  signed  for  the  first  time  said  so-called 
ironclad  agreement  of  July  1,  1S92.  At  the  same  time,  or  shortly  after,  he 
caused,  directly  or  indirectly,  other  persons  to  sign  the  same,  with  a  fraudul^it 
intent,  thereby,  and  without  your  orator*s  knowledge  or  consent,  to  make  a 
contract  for  him  under  which  he,  Carnegie,  could  seize  your  orator's  interest 
in  said  firm.  All  these  acts  he  carefully  concealed  from  your  orator,  his  part- 
ner. Subsequently,  in  person,  Carnegie  threatened  your  orator  when  he  called 
ui>on  him  that  unless  he  would  do  what  he,  Carnegie,  desired,  he  would  deprive 
your  orator  of  his  interest  in  the  firm.  In  pursuance  of  his  fraudulent  intent 
and  in  furtherance  of  his  said  scheme  of  fraud,  Carnegie  caused  to  be  served 
on  your  orator  on  the  15th  day  of  January,  1900,  a  notice  purporting  to  be 
given  under  and  in  pursuance  of  said  so-called  ironclad  agreement. 

In  this  demand  was  made,  in  the  name  of  Carnegie  and  in  that  of  other  per- 
sons who  had  been  forced  by  him  to  sign  the  same,  that  your  orator  should 
transfer  his  interest  in  said  Carnegie  Steel  Co.  (Ltd.).  Having  failed  to  secure 
this  transfer,  Carnegie  persuaded  Schwab,  one  of  the  defendants,  who  was 
acting  as  president  of  said  association,  to  transfer,  on  the  1st  day  of  February, 
1900.  on  the  books  of  the  company  your  orator's  interest  in  said  steel  company, 
limited,  as  if  he  were  entitled  to  make  said  transfer  as  attorney  in  fact  of  your 
orator^  After  Schwab  had  made  this  pretended  transfer,  Carnegie  pretended, 
now  pretends,  and  many  'of  the  partners  under  his  compulsion  pretend,  that  the 
Carnegie  Steel  Co.  (Ltd.)  owns  all  your  orator's  interest  in  said  firm.  CSamegie 
being  the  owner  of  58^  i)er  cent  of  the  entire  capital  thereof,  is  now  pre- 
tending to  be  the  owner  of  over  60  per  cent  of  your  orator's  said  Interest, 
thus  pretended  to  have  been  acquired.  Carnegie  further  preteuds  that  he  need 
not  and  will  not  pay  for  your  orator's  interest  what  it  is  fairly  worth,  but  that 
he  can  only  be  compelled  to  pay  a  price  which  will  be  determined  by  himself 
and  by  the  partners  he  controls.  This  price,  he  contends,  can  only  be  demanded 
by  your  orator  in  such  small  Installments  during  the  term  of  years  of  auch 
duration  as  will,  probably,  not  only  enable  the  company  to  entirely  pay  for  your 
orator's  interest  by  using  the  share  of  the  profits  applicable  to  them,  but  have 
a  surplus  left  to  the  company.  Thus  it  is  part  of  Carnegie's  scheme  not  only  to 
seize  your  orator's  interest,  but  to  make  it  pay  for  itself  out  of  the  profits,  and 
thereafter  leave  Carnegie,  in  large  part,  the  owner  of  said  interests,  with  a  large 
surplus  of  money  besides.  Though  Carnegie  pretends  that  he  had  thus  secured 
a  large  part  of  your  orator's  interest  in  a  way  which  will  inure  to  his  hm^t, 
he  denies  all  individual  liability  whatever  for  Its  i>ayment,  and  claims  that  the 
rnly  party  who  will  be  obliged  to  pay  the  price  he  will  determine  to  give  will  be 
the  Carnegie  Steel  CJo.  (Ltd.),  which  he  will  use  for  that  purpose. 

The  exact  manner  in  which  Carnegie  will  seek  to  depreciate  the  value  to  be 
paid  for  your  orator's  interest  can  not  be  stated  by  your  orator  in  detail  with 
certainty;  but  he  believes,  and  therefore  avers,  that  although  Carnegie's  attri- 
tion and  that  of  the  defendants  have  been  called  by  him  to  the  fact  that  the 
values  of  the  company  assets  on  its  books  were  wholly  inadequate,  and  although 
he  and  the  defendants  have  been  requested  to  make  said  values  conform  with 
the  truth,  he,  the  said  Carnegie,  will  use  figures  put  upon  the  books  years  ago, 
which  are  obsolete,  and  are  not  by  any  of  the  defendants  pretended  to  be 
correct;  will  fail  to  put  any  valuation  upon  assets  of  immense  value;  and  will 
resort  to  other  Illegal  and  unfair  devices. 

(13)  Your  orator  shows  to  your  honors  that  this  attempt  of  Carnegie  to  ex]>el 
him  from  the  firm  and  seize  his  interest  therein  at  but  a  mere  fraction  of  its 
real  value  is  not  made  by  him  in  good  fblth  and  for  the  best  interests  of  the 
Carnegie  Steel  Co.  (Ltd.).  It  is  not  actuated  by  honorable  motives  on  his 
part,  nor  for  the  future  good  of  the  firm,  but  is  a  determination  to  punish 
your  orator,  principally,  because  of  the  failure  of  the  scheme  by  which  Carnegie 
was  to  realize  over  $157,000,0(X)  for  his  interest,  and  also,  in  part,  to  make 
gain  for  himself  by  seizing  your  orator's  interest  at  very  far  below  its  real 
and  fair  value. 

(14)  In  order  that  the  business  of  the  firm  of  Carnegie  Steel  Co.  (Ltd.> 
might  not  be  jeopardized  by  inharmonious  rolations  between  the  partners  and 
that  its  enormous  business  might  be  cnrrie<l  on  by  united  and  harmonious 
action,  your  orator  was  willing,  upon  ascertaining  the  animosity  of  Carnegie 
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toward  himself  and  his  determination  to  drive  him  from  the  firm,  to  dispose 
of  h!s  interest  therein  at  a  f&lr  value.  This  fact  was  stated  by  your  orator 
to  Carnegie  when  the  latter  called,  in  January,  1900,  at  his  office,  in  an  endeavor 
to  coerce  the  mailing  of  a  sale  by  your  orator  at  a  price  below  what  was  fair. 
An  offer  was  then  made  by  your  orator  to  Carnegie  that  in  case  a  fair  price 
could  not  be  agreed  upon  for  his  interest,  which  the  latter  insisted  upon  secur- 
ing, that  your  orator  would  agree  to  refer  to  the  arbitration  or  three  disinter- 
ested men  the  determination  and  fixing  of  a  fair  value.  This  offer  Carnegie 
refused,  doubtless  because  he  hoped  to  acquire  such  interest  at  much  less 
than  the  fair  value  thereof  by  means  of  his  fraudulent  scheme  hereinbefore 
set  out,  which  scheme  he  was  then,  though  without  any  intimation  of  that 
fact  to  your  orator,  secretly  perfecting  and  determined  to  carry  into  effect. 

Your  orator  is  willing,  in  order  that  harmony  may  be  preserved  and  that 
the  great  interests  involved  may  not  be  subjected  to  Jeopardy,  to  sell  his  interest 
in  the  Carnegie  Steel  Co.  ( Ltd. )  at  a  fair  value  to  be  ascertained  by  three  disin- 
terested business  men.    He  now  tenders  his  willingness  so  to  do. 

Notwithstanding  the  fraudulent  actions  of  Carnegie,  your  orator  also  is  will- 
ing, in  order  that  the  enormous  business  interests  of  the  Carnegie  Steel  €k>. 
(Ltd.)  may  be  protected  without  injury  to  any  of  its  partners,  to  continue  the 
business  of  the  said  firm  in  accordance  with  the  true  spirit  of  the  articles  of 
:vgreement  of  July  1,  1892,  creating  the  same. 

If,  as  your  orator  is  advised  and  believes,  the  said  articles  created  a  general 
and  not  a  limited  partnership,  he  is  willing,  and  now  tenders  such  williugness, 
to  have  such  action  taken  by  the  firm  and  by  the  partners  thereof  as  will  malse 
the  said  firm  strictly  a  limited  partnership,  as  originally  intended.  Your  orator 
is  further  willing,  and  now  tenders  such  w^illingness,  to  continue  the  Carnegie 
Steel  Co.  (Ltd.)  as  a  general  partnership  if  he  is  allowed,  as  one  of  the  partners, 
to  participate  in  the  management  thereof,  claiming  no  other  or  further  right 
than  that  of  a  general  partner  in  a  g^ieral  partnerfiiip. 

Your  orator  is  not  willing,  however,  to  continue  the  general  partnership  under 
the  sole  control  of  Carnegie  without  being  allowed  to  have  any  participation 
therein.  Carnegie  is  so  engaged  in  other  occupations  and  diversions  that,  were 
he  otherwise  able  so  to  do,  he  can  not  properly  manage  and  carry  on  said 
business. 

Your  orator  believes  and  avers  that  the  financial  prosperity  of  the  firm  will 
be  Impaired  by  the  exclusive  management  and  control  of  the  same  by  Carnegie. 
(16)  All  of  the  defendants  excepting  Henry  Phipps,  F.  T.  F.  Lovejoy,  and 
Henry  M.  Curry  and  possibly  others,  at  the  instance  of  Carnegie,  now  claim  that 
your  orator  has  no  interest  in  the  Carnegie  Steel  Co.  (Ltd.)  and  that  his  only 
right  is  to  demand  from  said  company,  at  long  postponed  periods,  such  amount 
in  compensation  as  Carnegie  shall  be  willing  to  concede  him. 

Your  orator  thus  by  the  fraudulent  acts  of  CSamegte  and  the  acquiesence 
therein  of  the  defendants,  other  than  those  above  named,  has  been  ejected  from 
the  Carnegie  Steel  <>>.  (Ltd.)  and  has  been  and  is  now  denied  any  participa- 
tion In  its  business.  Your  orator's  interest  therein  has  been  taken  possession 
of  by  the  defendants,  and  they  at  the  instance  and  under  the  domination  of 
Carnegie  are  now  carrying  on  the  said  business,  alleging  that  they  will  con- 
tinue to  carry  it  on  as  if  your  orator  had  no  interest  therein. 

Your  orator  alleges  that  the  whole  effort  which  has  been  made,  and  which  the 
defendants  are  now  seeking  to  make  effectual,  is  in  pursuance  of  said  fraudulent 
scheme  of  Carnegie  to  practically  seize  your  orator's  interest  in  said  firm*  This 
attempt  is  being  made,  although  Carnegie  knows,  and  all  the  defendants  know, 
tbat  the  pro^E^erlty  of  the  firm,  in  considerable  part,  is  the  result  of  your  orator's 
continuous  and  close  personal  management  of  the  same  from  the  time  of  its 
organization. 

(16)  Your  orator  denies  that  there  is  or  was  when  said  notice  was  given  any 
contract  under  which  the  defendants  have  acquired,  or  lawfully  can  acquirt^ 
his  Interest  in  said  firm. 

He  avers  that  the  attempt  to  acquire  the  same  and  said  pretended  transfer 
thereof  by  said  Schwab  are  illegal  and  void.  Schwab  was  not  the  attorney  in 
fact  of  your  orator  to  make  said  transfer,  nor  did  he  have  any  lawful  authority 
so  to  do. 

Wherefore  your  orator  needs  equitable  relief,  and  prays  as  follows: 
First  A  decree  that  the  pretended  transfer  of  your  orator's  interests  in  the 
Carnegie  Steel  C>).  (Ltd.),  was  and  is  null  and  void,  and  that  he  is  still  the 
owner  of  all  such  interest  and  is  entitled  in  every  lawful  way  to  represent  and 
act  for  the  same. 
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Second.  Au  injunction,  now  special,  hereafter  to  be  made  final,  restraining 
the  defendants  and  all  of  them  from  any  interference  with  your  orator*B  inter- 
est in  said  Carnegie  Steel  Ck).  (Ltd.)»  and  from  excluding  him  from  a  participa- 
tion in  the  care  and  management  of  the  assets  and  business. 

Third.  An  injunction,  special  until  hearing,  and  perpetual  thereafter,  en- 
foining  and  restraining  the  defendants  from  conducting  the  business  operations 
of  the  firm  called  the  Carnegie  Steel  Co.  (Ltd.),  without  permitting  your 
orator  to  participate  therein. 

Fourth.  An  injunction,  special  until  hearing,  and  perpetual  thereafter.  en- 
Joining  and  restraining  the  defendants  from  transferring,  or  allowing  to  be 
transferred,  to  the  Carnegie  Steel  Co.  (Ltd.),  or  to  any  person  or  persons,  or 
corporation,  your  orator's  interest  in  the  said  Carnegie  Steel  Co.  (Ltd.). 

Fifth.  A  decree  ordering  the  defendants  to  cancel  upon  the  books  of  the  said 
firm,  called  the  Carnegie  Steel  Co.  (Ltd.),  any  assignment  or  transfer  hereto- 
fore made,  or  pretended  to  be  made,  to  said  association,  of  your  orator's  in- 
terest in  said  firm,  and  all  further  assignments,  if  any,  to  any  other  persons, 
of  your  orator's  said  interests. 

Sixth.  A  decree  ordering  the  defendants  to  Join  with  your  orator  in  con- 
ducting and  managing  the  affairs  and  business  and  properties  of  the  Carnegie 
Steel  Co.  (Ltd.). 

Seventh.  A  decree  ordering  the  defendants  to  cancel  and  erase  all  entries 
upon  the  books  of  the  firm  of  the  Carnegie  Steel  Co.  (Ltd.)  of  insufficieat, 
unfair,  and  improper  valuations  of  its  assets  and  of  your  orator's  interest 
therein,  and  to  cause  the  said  books  so  to  be  kept  as  to  fairly  and  fully  show 
the  real  value  of  the  Carnegie  Steel  Co.  (Ltd.)  as  a  going  concern  and  your 
orator's  interest  therein. 

Eighth.  In  case  the  defendants  shall  refuse  the  offers  hereinbefore  by  yonr 
orator  made,  and  shall  refuse  to  continue  the  said  business  and  allow  him  to 
participate  in  the  management  and  control  thereof  and  of  the  properties  of 
the  Carnegie  Steel  Co.  (Ltd.)  in  conjunction  with  themselves,  and  shall  insist 
upon  the  exclusive  management  by  themselves  of  said  business  and  assets,  and 
shall  continue  to  exclude  your  orator  from  his  interest  in  the  business  and 
assets  of  the  said  firm,  that  your  honorable  court  will  thereupon  allow  your 
orator  to  declare  the  said  firm  of  the  C^amegie  Steel  Co.  (Ltd.)  dissolved,  and 
that  you  will  thereupon  appoint  a  receiver  to  take  charge  of  all  the  business 
and  assets  of  the  said  firm,  permitting  said  receiver  to  fulfill  unperformed 
contracts  and  to  do  whatever  shall  be  necessary  in  and  about  the  proper 
liquidation  of  its  affairs,  and  that,  after  the  conversion  of  the  entire  assets 
of  the  company  into  money  and  the  payment  of  the  debts  of  the  said  company, 
your  honorable  court  will  then  distribute  the  balance  thereof  among  the 
partners  in  proportion  to  their  interesta 

Ninth.  That  an  account  be  taken  between  Carnegie  and  your  orator,  whereby 
eamegie  shall  be  charged  with  all  the  losses,  expenses,  and  damage  he  has 
caused  your  orator  by  his  illegal  and  fraudulent  conduct  hereinbefore  stated: 
and  that  if  Carnegie  persists  in  his  said  fraudulent  scheme  and  refuses  the 
•ffers  hereinbefore  made  and  thus  causes  the  actual  dissolution  of  the  firm, 
all  losses  incurred  by  your  orator  by  reason  of  the  said  dissolution  and  forced 
winding  up  of  the  firm  shall  be  charged  against  him  and  that  he  shall  be  decreed 
to  make  good  and  pay  to  your  orator  the  difference  between  what  his  interest 
was  fairly  worth  on  or  about  February  1, 1910,  and  the  amount  he  shall  receive 
through  the  decree  of  this  court  in  final  liquidation  and  settlement  of  the 
said  firm. 

Tenth.  That  all  entries  Carnegie  or  any  other  person  has  caused  to  be  made 
en  the  books  of  the  Carnegie  Steel  0>.  (Ltd.),  in  pursuance  of  said  fraudulent 
scheme  of  said  Carnegie,  shall  be  erased  and  canceled  under  the  decree  of  this 
honorable  court. 

Eleventh.  General  relief. 

H.  C.  Fbick. 

JoHi?  G.  Johnston, 
D.  D.  Watson, 
Willis  F.  MgOmk, 
Solicitors  for  Plaintiff. 
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State  of  PENNSTLVAinA,  Allegheny  County^  88 : 

Personally  before  me  came  Henry  0.  Frick,  the  plaintiff  above  named,  who, 
being  by  me  duly  sworn,  says  that  the  statements  contained  in  the  foregoing 
bill,  In  so  far  as  they  are  stated  from  deponent's  personal  knowledge,  are  true ; 
and  in  so  far  as  stated  from  information  received,  he  believes  them  to  be  true. 

H.  G.  Fbick. 

Sworn  to  and  subscribed  this  February  18,  1900.    Coram. 

[seal.]  L.  H.  Mathews,  Notary  Public, 


ExHiBrr  A. 

Whereas  Carnegie  Bros.  &  Co.  (Ltd.),  a  limited-partnership  association, 
was  duly  organized  In  accordance  with  the  provisions  of  the  act  of  the  General 
Assembly  of  the  Commonwealth  of  Pennsylvania,  entitled  "An  act  authorizing 
the  formation  of  partnership  associations  in  which  the  capital  subscribed  shall 
alone  be  responsible  for  the  debts  of  the  association,  except  under  cer- 
tain circumstances,"  approved  the  2d  day  of  June,  1874,  and  the  various  sup- 
plonents  thereto,  as  will  fully  appear  by  reference  to  the  statement,  in  writing, 
of  said  association,  recorded  in  the  recorder's  ofDce  in  and  for  Allegheny  County, 
in  limited-partnership  book,  volume  2,  pages  180  to  272,  inclusive ;  and 

Whereas  the  present  shareholders  in  said  association  have  unanimously 
agreed  and  resolved  to  change  the  name  of  said  association  from  Carnegie 
Bro&  &  Co.  (Ltd.),  to  The  Carnegie  Steel  Co.  (Ltd.),  and  the  location  of  the 
general  office  and  business  to  be  conducted;  and  to  increase  the  capital  from 
$5,000,000  to  $25,000,000  ; 

Therefore,  we,  the  subscribers  hereto,  desiring  to  amend  the  original  state- 
ment of  said  association,  recorded  as  aforesaid,  and  for  the  purpose  of  car- 
rying into  effect  such  changes  and  amendments  in  compliance  with  the  pro- 
visions of  said  act  of  assembly  and  the  supplements  thereto,  do  hereby  set  forth 
and  certify  in  this  amended  statement  in  writing : 

(1)  The  full  names  of  the  subscribers  hereto  are  and  the  amount  of  the 
increase  in  the  capital  subscribed  for  by  each  is : 


Subaoriber. 


Residence. 


Andrew  Carnegie. 
Henry  Phippe,  jr. 
Henry  Clay  Frick. 
George  Lander — 
Will&n  H.  Singer 
Henry  M.  Carry 
Henry  W. " 

JolmO.  A.  Jiftishman 

wmiam  L.  Abbott 

Otis  H.  Chikte 

John  W.  Vandevort 

Charles  L.  Strobel 

Prands  T.  F.  Lorejoy 

Patrick  R.  Dnkn 

WUUam  W.  Blackbnm 

WUUamP.  Pahner 

LawTCDce  C.  Phipps 

Aiexaiider  R.  Peacock t 

J.  Ofden  Hoffman 

JohnC.  Fleming 

James  H.  Simpson 

Honry  P.  Bope 

PrancisT.  F.  Lovejoy,  trustee 


New  York,  N.  Y 
Allegdleny,  Pa.., 
Pittsburgh,  Pa.. 
Pittsburgh,  Pa.. 
Allegheny,  Pa... 
Pittsburgh,  Pa.. 
Pittsburgh,  Pa.. 
Pittsbuiih,  Pa.. 
Pittsburgh,  Pa.. 
Pittsburgh,  Pa.. 
Pasadena,  Cal . . . 

Chicago,  111 

Pittsburgh,  Pa.. 
Pittsburgh,  Pa.. 
Pittsburgh,  Pa.. 
Allegheny,  Pa... 
Pittsburgh,  Pa.. 
Pittsburgh,  Pa.. 
Philadelphia,  Pa 

Chicago,  HI 

Pittsburgh,  Pa.. 
Pittsburgh,  Pa.. 
Pittsbu^,  Pa.. 


Subscription. 


111,066,666.66 
2,200,000.00 
2,20a000.00 
800,000.00 
400,000.00 
400,000.00 
400,000.00 
400,000.00 
200,000.00 
200,000.00 
160,000.00 
133,333.34 
133,333.34 
100,000.00 

DO.DOO.  OD 

66,666.66 

■  IXK>.  OD 

66,666.66 
66|666. 66 
60,000.00 
22,222.23 
734,444.47 


20,000,000.00 


<2)  The  total  amount  of  capital  of  said  association,  including  the  increase 
hereby  made,  is  $25,000,000,  of  which  $5,000,000  constituted  the  original  capital 
of  said  association,  and  was  paid  in,  $1,000,000  in  casli  In  four  equal  monthly 
installments,  and  $4,000,000  in  property,  contributed,  valued,  and  described  as 
set  forth  in  the  original  statement  of  said  nssociation,  and  the  schedule  thereto 
attached  and  made  a  part  thereof,  recorded  as  aforesaid,  and  to  which  refer- 
ence is  hereby  made  for  the  full  contents  and  particulars  thereof ;  and  of  which 
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the  remaining  $20,000,000,  sabscribed  as  aforesaid,  is  to  be  paid  In  cash  on  or 
before  the  30th  day  of  June,  1802. 

The  amount  of  original  capital  of  said  association  held  by  each  subscriber, 
the  amount  of  the  increase  in  said  capital  subscribed  fdr  by  e«ich,  and  the 
resultant  total  capital  held  by  each  subscriber  after  said  capital  shall  have 
been  increased  to  $25,000,000  are  as  follows : 

Capital. 


Name. 


Andrew  Carnegie 

Henry  Phipm,  jr 

Henry  Clay  Frick 

George  Lander 

William  H.  Singer 

Henry  M .  Curry 

Henry  W.  Borntraeger. . . 

John  O.  A.  Leishman 

William  L.  Abbott 

OtisH.Childa 

John  W.  Vandevort 

Charles  L.  Strobel 

Francis  T.  F.  Lovejoy 

Patrick  R .  Dillon 

William  W.  Blackbmn . . . 

William  P.  PaUner 

Lawrence  C.  Phipps 

Alexander  R.  Peacock 

J.  Ogden  Hoffman 

John  C.  Fleming 

James  H.  Simpson 

Henry  P.  Bope 

F.  T.  F.  Lovejoy,  trustee. 


Original. 


hicrease. 


Total. 


t2, 766, 666. 67 

650,000.00 

550,000.00 

200,000.00 

100,000.00 

100,000.00 

100,000.00 

100,000.00 

60,000.00 

50,000.00 

40,000.00 

33.333.33 

83,333.33 

25,000.00 

16,666.67 

16.666.67 

16,666.67 

16,666.67 

16,666.67 

16.666.67 

12,500.00 

6,655.55 

183,611.10 


111,066,666.66 
2,200,000.00 
2,200,000.00 
800,000.00 
400,000.00 
400,000.00 
400,000.00 
400,000.00 
200.000.00 
200,000.00 
160,000.00 
133,333.34 
133,333.84 
100,000.00 

00,000.  UD 
,000.00 

00,000.00 

AA    AAA   AA 
OOfOOO.OO 

AA    AAA    AA 
00,000.00 

66,666.66 

50,000.00 

22,222.23 

734,444.47 


$13,833,333.33 

2,750,000.00 

2,760,000.00 

1,000,000.00 

500,000.00 

500,000.00 

500,000.00 

500,000.00 

260,000.00 

260,000.00 

200,000.00 

166,066.67 

166,666.67 

125,000.00 

83,333.33 

83,33S.  3S 

83,338.SS 

83,333.  SS 

83,333.33 

83,333.83 

62.500.00 

27,777.78 

918,065.57 


Total I      6,000,000.00      20,000,000.00 


25,000,000.00 


(3)  The  character  of  the  buMness  to  be  conducted  is  the  manufacture  and 
Bale  of  all  kinds  of  iron  and  steel  in  all  their  branches  and  the  procuration 
;tnd  preparation  of  all  materials  necessary  therefor;  and  the  locations  of  fnid 
business  are  as  follows: 

The  steel  works  and  blast  furnaces,  known  as  the  Edgar  Thomson  Steel 
Works,  in  Kraddock  Township,  Allegheny  County,  State  of  Pennsylvania; 

The  Homestead  Steel  Works,  in  Mifflin  Township,  Allegheny  Ck>unty,  State 
of  Pennsylvania; 

The  Duquesne  Steel  Works,  formerly  known  as  the  Allegheny  Bessemer  Steel 
W^orks,  in  the  Borough  of  Duquesne,  county  of  Allegheny,  State  of  Pennsyl- 
vania ; 

The  Upper  Union  Mills,  formerly  known  as  the  Union  Iron  Mills;  the 
rx)wer  Union  Mills,  formerly  known  as  Wilson,  Walker  &  CJo.'s  Mills ;  the  Lucy 
Furnaces;  and  the  Keystone  Bridge  Works,  in  the  city  of  Pittsburgh,  county 
of  Allegheny,  State  of  Pennsylvania ; 

The  Beaver  Falls  Mills,  formerly  known  as  the  Hartnian  Steel  Works,  at 
Beaver  Falls,  in  Beaver  County,  State  of  Pennsylvania ; 

The  Scotia  Ore  Mines,  in  Patton  Township,  Center  County,  State  of  Peun> 
nylvania; 

The  I^rimer  Coke  Works,  in  North  Huntingdon  Township,  Westmorelautl 
County,  State  of  Pennsylvania; 

The  Youghiogheny  Coke  Works,  in  Elizabeth  Township,  Allegh€»iy  County, 
State  of  Pennsylvania;  and 

The  principal  office  or  place  of  business  of  said  association  is  In  the  city  of 
Pittsburgh,  county  of  Allegheny,  and  State  of  Pennsylvania,  from  which  office 
all  the  business  of  said  association  is  managed  and  directed. 

(4)  The  name  of  said  association  shall  be  The  Carnegie  Steel  Co.  (Ltd.). 

(5)  The  contemplated  duration  of  said  association  is  as  set  forth  in  the 
original  statement  of  said  association,  to  wit,  20  years  from  the  1st  day  of 
April,  1881, 

(0)  The  names  of  the  officers  of  said  association,  elected  in  conformity  witli 
the  provisions  of  said  act  of  assembly,  and  the  supplemeuts  thereto,  are :  Henry 
Clay  Frick,  chairman;  Henry  M.  Curry,  treasurer;  Francis  T.  F.  Lovejoy,  sec- 
retary. 
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The  managers  of  said  association  are:  Henry  Clay  Frlck,  George  Lauder, 
William  H.  Singer,  Henry  M.  Curry,  John  G.  A.  Leisbnian,  Lawrence  C.  Pliipps, 
Francis  T.  F.  Lovejoy. 
The  amended  statement  shall  go  into  effect  on  the  Ist  day  of  July,  1S92. 
In  witness  whereof,  the  parties  hereto  have  hereunto  set  their  respective 
bands  and  seals,  at  certain  times  during  the  months  of  April,  May,  and  June, 
in  the  year  1892,  as  will  appear  in  the  several  certificates  of  acknowledgments 
hereto  attadied. 

Andrew  Carnegie  [L.  S.],  May  20,  1892;  Henry  Phipps,  jr.  [L.  S.], 
May  20,  1892;  H.  C.  Prick  [L.  S.],  April  29, 1892;  George  Luuder, 
by  Andrew  Carnegie,  attorney  in  fnct  [L.  S.l,  May  20,  1892: 
W.  H.  Singer  [L.  S.],  June  3,  1892;  H.  M.  Curry  [L.  S.],  April 
29,  1892;  H.  W.  Borntraeger  fL.  S.],  June  3,  1892;  John  G.  A. 
Irishman  [L.  S.],  June  28,  1892;  Wm.  L.  Abbot  [L.  S.],  May  23, 
1892;  Otis  H.  Childs  [L.  S.],  April  29,  1892;  John  W.  Vandevort 
[L.  S.],  Jupe  10,  1892;  C.  L.  Strobel  [L,  S.l,  June  18,  1S92; 
P.  T.  P.  Lovejoy  [L.  S.],  April  29,  1892;  P.  R.  Dillon  [L.  S.l, 
June  2,  1892;  W.  W.  Blackburn  [L.  S.l,  April  29,  1892;  Wm.  P. 
Palmer  [L.  S.].  April  29,  1892;  L.  C.  Phipps  [L.  S.],  April  29. 
1892;  A.  R.  Peacock  [L.  S.],  April  29,  1892;  J.  Ogden  Hoffman 
[L.  S.],  June  20,  1892;  John  C.  Fleming  [L.  S.],  June  16,  1892; 
James  H.  Simpson  [L.  S.],  June  22.  1892;  H.  P.  Bope  [L.  S.], 
April  29,  1892;  F.  T.  P.  Lovejoy,  trustee  [L.  S.],  April  29,  1892. 


Exhibit  B. 
abtecles  of  a8s0ciati0k  of  cabnegie  bros.  a  co.  (ltd.). 

We  the  undersigned,  who  are  desirous  of  forming  a  partnership  association 
where  the  capital  shall  alone  be  liable  for  the  debts  of  said  association  In 
accordance  with  and  under  the  provisions  of  an  act  of  the  general  assembly 
of  this  Commonwealth,  entitled  "An  act  authorizing  the  formation  of  partnership 
associations  in  which  the  capital  subscribed  shall  alone  be  responsible  for  the 
debts  of  the  association,  except  under  certain  circumstances,"  approved  the  2d 
day  of  June,  A.  D.  1874,  and  the  supplements  thereto,  do  hereby  in  accordance 
with  raid  act  make  the  following  statement  in  writing: 

I.  The  names  of  such  persons  are  as  follows:  Andrew  Carnegie,  New  York 
City,  State  of  New  York;  Thomas  M.  Carnegie,  Pittsburgh,  State  of  Pennsyl- 
vania; Henry  Phipps,  jr.,  Allegheny  City,  State  of  Pennsylvania;  David  A. 
Stewart,  Pittsburgh,  State  of  Pennsylvania;  John  Scott,  Pittsburgh,  State  of 
Pennsylvania ;  John  W.  Vandevort,  Pittsburgh,  State  of  Pennsylvania ;  Gardner 
P.  McCandlesB,  New  York  City,  State  of  New  York. 

n.  The  total  amount  of  the  capital  of  said  association  is  $5,000,000.  This  is 
to  be  contributed  and  paid  as  follows,  viz :  The  sum  of  $4,000,000  by  property 
described  in  the  schedules  hereto  annexed.  The  sum  of  $1,000,000  shall  be  paid 
in  cash  in  four  equal  monthly  installments  of  $250,000  ieach.  The  first  Install- 
ment shall  be  paid  May  1,  A.  D.  1881,  and  a  like  amount  shall  be  paid  on  the 
1st  days  of  June,  July,  and  August,  A.  D.  1881. 

IIL  The  amount  of  the  capital  of  said  association  subscribed  for  by  each  is 
as  follows  * 

Andrew  Carnegie,  $2,787,077.95. 

Two  million  seven  hundred  and  thirty-seven  thousand  nine  hundred  and 
seventy-seven  and  nlnety-flve  hundredths  dollars  of  this  sum  the  said  Andrew 
Tamegie,  in  four  equal  monthly  installments  of  $136,898.90,  beginning  May  1, 
18S1,  shall  pay  in  cash  a  total  of  $547,595.59,  and  the  balance  of  said  sum. 
being  $2,190,832.36,  the  said  Andrew  Carnegie  pays  by  contributing  his  share 
in  the  real  and  personal  properties  described  in  the  schedules  hereto  annexed. 

Thomas  M.  Carnegie,  $878,096.65. 

Eight  hundred  and  seventy-eight  thousand  ninety-six  and  sixty-five  hun- 
dredths dollars:  Of  this  sum  the  said  Thomas  M.  Carnegie,  in  four  equal 
monthly  installments  of  $43,904.83  each,  beginning  May  1,  1881,  shall  pay  In 
cash  a  total  of  $175,619.33,  and  the  balance  of  said  sum,  being  $702,477.32,  the 
said  Thomas  M.  Cam^e  pays  by  contributing  his  share  In  the  real  and  per- 
sonal estate  described  in  the  sch^ules  hereto  annexed. 

Henry  Phipps,  Jr.,  $878,096.65. 
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Bight  hundred  and  seventy-eight  thousand  ninety-six  and  sixty-flTe  hun- 
dredths dollars :  Of  this  sum  the  said  Henry  Phipps,  jr.,  in  four  equal  monthly 
instalments  of  $43,004.83  each,  beginning  May  1,  1881,  shall  pay  in  cash  a  total 
of  $175,610.88,  and  the  balance  of  said  sum,  being  $702,477.32,  the  said  Henry 
Phipps,  jr.,  pays  by  contributing  his  share  in  the  real  and  personal  estate  de- 
scribed in  the  schedule  hereto  annexed. 

David  A.  Stewart,  $175,318.75. 

One  hundred  and  seventy-five  thousand  three  hundred  and  eighteen  and 
seventy-five  hundredths  dollars:  Of  this  sum  the  said  David  A.  Stewart,  in 
four  equal  monthly  instalments  of  $8,765.04  each,  beginning  May  1,  1881.  Bball 
pay  in  cash  a  total  of  $35,063.75,  and  the  balance  of  said  sum,  being  $140,256, 
the  said  David  A.  Stewart  pays  by  contributing  his  share  of  the  real  and 
jpersonal  properties  described  in  the  schedules  hereto  annexed. 

John  Scott,  $175,318.75. 

One  hundred  and  seventy-five  thousand  three  hundred  and  eighteen  and 
seventy-five  one  hundredths  dollars:  Of  this  sum  the  said  John  Scott,  in  four 
equal  monthly  instalments  of  $8,765.04  each,  beginning  May  1,  1881,  shall  pay 
in  cash  a  total  of  $35,063.75.  And  the  balance  of  said  sum,  being  $140,255,  the 
said  John  Scott  pays  by  contributing  his  share  of  the  real  and  personal  prop- 
erties described  in  the  schedules  hereto  annexed. 

Gardner  F.  McOandless,  $105,101.25. 

One  hundred  and  five  thousand  one  hundred  and  ninety-one  dollars  and 
twenty-five  cents:  Of  this  sum  the  said  Gardner  F.  McOandless,  in  four  equal 
monthly  installments  of  $5,250.56  each,  beginning  May  1,  1881,  shall  pay  in 
cash  a  total  of  $21,038.25 ;  and  the  balance  of  said  sum,  being  $84,153,  the  said 
Gardner  F.  McOandless  pays  by  contributing  his  share  of  the  real  and  personal 
property  described  in  the  schedules  herein  annexed :  John  W.  Vandevort,  $50,000. 

Fifty  thousand  dollars :  Of  this  sum  the  said  John  W.  Vandevort,  in  four  equal 
monthly  installments  of  $2,500  each,  beginning  May  1,  1881,  shall  pay  in  cash 
a  total  of  $10,000;  and  the  balance  of  said  sum,  being  $40,000,  the  said  John  W. 
Vandevort  pays  by  contributing  his  share  of  the  real  and  personal  properties 
described  in  tiie  schedules  hereto  annnexed. 

IV.  The  character  of  the  business  to  be  conducted  is  the  manufacture  and 
sale  of  all  kinds  of  iron  and  steel  in  all  their  branches  and  the  procuration  and 
preparation  of  all  materials  necessary  therefor. 

The  location  of  the  business  is  as  follows : 

The  steel  works  and  blast  furnaces  therewith  are  situate  in  the  township  of 
Wilklns,  in  the  county  of  Allegheny  and  State  of  Pennsylvania. 

The  iron  mills  now  known  as  the  Union  Iron  Mills  are  situated  in  the  city 
of  Pittsburgh,  in  the  county  of  Allegheny  and  State  of  Penntaylvanla.  The 
blast  furnaces  now  known  as  the  Lucy  Furnaces  are  situate  in  the  eighteoith 
ward  of  the  city  of  Pittsburgh,  in  the  county  of  Allegheny  and  State  of  Penn- 
sylvania. The  coal  mines  and  coke  ovens  now  known  as  the  Monastery  Coke 
Works  are  situate  in  the  township  of  Unity,  in  the  county  of  Westmoreland  and 
State  of  Penn^lvania.  The  coke  ovens  now  known  as  Carnegie  ft  Co.'s  Ijarimer 
Coke  Works  are  situate  in  the  township  of  North  Huntingdon,  in  the  county  of 
Westmoreland  and  State  of  Pennsylvania.  The  ore  mines  are  situate  in  the 
township  of  Patton,  in  the  county  of  Center  and  State  of  Pennsylvania,  and 
known  as  the  Scotia  Ore  Mines. 

V.  The  name  of  the  association  shall  be  Carnegie  Bros.  &  Co.  (Ltd.). 

VI.  The  contemplated  duration  of  said  association  shall  be  20  yeara  The 
principal  office  of  said  association  shall  be  located  at  Bessemer  Station,  on  the 
Pennsylvania  Railroad,  being  in  the  township  of  Wilklns,  in  the  county  of  Alle- 
gheny and  State  of  Pennsylvania. 

VII.  The  names  of  the  officers  of  said  association,  selected  in  conformity  with 
the  provisions  of  said  act,  are :  Thomas  M.  Carnegie,  chairman ;  David  A.  Stewart, 
secretary  and  treasurer. 

The  managers  of  said  association  are  Thomas  M.  Carnegie,  Andrew  Carnegie, 
Henry  Phipps,  Jr.,  John  Scott,  David  A.  Stewart. 

VIII.  The  several  subscribers  hereto  do  contribute  the  properties  hereinafter 
mentioned  and  particularly  described  in  the  schedules  hereto  annexed,  at  the 
following  valuations  over  and  above  the  mortgage  liens  upon  the  same,  which 
valuations  are  hereby  approved  by  all  the  members  subscribing  to  the  capital 
of  this  association : 

The  property  consisting  of  the  steel  works  and  blast  furnaces  therewith 
erected  situate  in  the  township  of  Wilkins,  in  the  county  of  Alleghoiy  and 
State  of  Pennsylvania,  and  now  called  the  Edgar  Thomson  Steel  WorkSw 
$2,385,000. 
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The  surface  coal  minee  and  coke  ovens  situate  in  the  township  of  Unity, 
county  of  Westmoreland,  and  State  of  Penn^ylyania,  $80,000. 

The  ore  lands  situate  in  the  township  of  Patton,  county  of  Center,  and  State 
of  Poansylvania,  $36,000. 

The  blast  furnaces,  fixtures,  and  property  Icnown  as  the  Lucy  EMmaces, 
$760,000. 

The  iron  mills  and  leaseholds  and  fixtures  therewith  connected,  known  as 
the  Union  lion  MiUs,  $630,000. 

The  undivided  four-fifths  interest  in  Carnegie  &  Co.'s  Larimer  Coke  Works, 
$120,000. 

Of  these  several  properties  the  Edgar  Thomson  Steel  Works  and  blast  fur- 
naces therewith  connected,  the  Lucy  Furnaces,  the  Monastery  Coke  Works, 
and  the  Scotia  Ore  Mines  are  each  subject  to  mortgages  particularly  described 
in  the  schedules  hereto  annexed. 

And  each  one  of  the  subscribers  hereto  does  hereby  approve  of  the  respective 
shares  of  said  valuations  applied  as  hereinbefore  enumerated  In  the  paym^it 
of  the  capital  subscribed  for  by  each. 

In  witness  whereof  the  said  parties  have  hereunto  set  their  hands  and  seals 
this  Ist  day  of  April  in  the  year  of  our  Lord  one  thousand  eight  hundred  and 
eighty-two. 

Andbiw  Casnbgix.  [seal.] 


Witnesses : 

W.  M.  Watson. 


John  A.  Hillebt  (J.  A.  H.). 
(As  to  Andrew  Carnegie.) 


Thomas  M.  Cabneoie,  [seal.] 

By  Andrew  Cabneoie.  [seal.| 

(His  attorney  in  fkct.) 


Oaboneb  F.  McCandlbss.     [seal.) 


Thomas  M.  Cabneoie, 
By  Andbbw  Cabneoie. 

(His  attorney  In  fact,  and 
(for  Gardner  F.  McCandless.) 

Hbnbt  Phipps,  Jr.  [seal.] 

D.  A.  Stbwabt.  [seal.] 

John  Soott.  [seal.] 

Jno.  W.  Vandevobt.  [seal.] 

M.  H.  HorsEMAN. 
W.  M.  Watson. 

(As  to  Henry  Phipps,  Jr., 
D.  A.  Stewart,  John  Scott, 
and  Jno.  W.  Vandevort.) 


State  or  New  Yobk,  City  of  New  York,  ss: 

Personally  before  me,  a  commissioner  of  the  State  of  Pennsylvania,  residing 
in  the  city  of  New  York  and  State  of  New  York,  and  duly  authorized  and 
competent  to  take  the  acknowledgment  of  deeds  for  all  lands  in  State  of 
Pennsylvania,  came  Andrew  Carnegie  and  Gardner  F.  McCandless  and  acknowl- 
edged the  above  and  foregoing  statement  in  writing  and  the  schedules 
tliereto  annexed  to  be  their  act  and  deed,  and  as  such  desired  the  same  might 
be  recorded.  At  the  same  time  and  place  also  personally  appeared  before  me 
Thomas  M.  Carnegie,  by  his  attorney  in  fact,  Andrew  Carnegie,  find  the  said 
attorney  in  fbct  did  duly  acknowledge  the  above  and  foregoing  statement  Ib 
writing  and  the  schedules  thereto  attached  to  be  the  act  and  deed  of  the  said 
Tliomas  M.  Carnegie  and  of  the  said  Andrew  Carnegie  as  attorney  \n  fact  for 
tbe  said  Thomas  M.  CSamegie,  and  as  such  desired  the  same  might  be  recorded 
assoclL 

Witness  my  hand  and  ofDcial  seal  this  26th  day  of  March,  A.  D.  18S1. 

[SEAL.]  Jno.  a.  Hilleby, 

A  Commissioner  for  Pennsylvania  in  the  City  of  Neio  York. 

State  or  Pennsylvania,  Covnty  of  Allegheny,  City  of  Pittshuryh: 

Personally  before  me,  a  notary  public  of  the  State  of  Pennsylvania,  resid- 
ing Id  the  city  of  Pittsburgh  aforesaid,  came  Henry  Phipps,  jr.,  John  Scott, 
David  A.  Stewart,  and  John  W.  Vandevort,  each  of  whom  in  due  course  of  law 
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acknowledged  the  above  and  foregoing  statement  in  writing  and  the  schedules 
thereto  annexed  to  be  their  and  each  of  their  act  and  dec^  and  as  sach  desired 
they  might  be  recorded. 

Witness  my  band  and  official  seal  this  29th  day  of  March,  A.  D.  1881. 

[SEAL.]  M.  H.  HouBCHAir, 

Notary  Public, 

(The  Bchedulee  are  omitted.) 


To  the  witMn  named  defendants: 

You  are  hetcby  notified  and  required  to  cause  an  appearance  to  be  entered 
for  you  in  the  within-named  court  and  file  your  answer  to  the  within  bit]  of 
complaint  within  15  days  after  the  service  hereof  on  you,  and  to  observe  what 
the  said  court  shall  direct. 

You  are  also  notified  that  if  you  fall  to  enter  your  appearance  and  file  your 
answer  within  15  days  you  will  be  liable  to  have  the  bill  taken  pro  confesso  and 
a  decree  made  against  you  in  your  absence. 

Dated  this day  of ,  1900. 

John  G.  Johnston, 
D.  T.  Watson, 
Willis  McCkx>K, 

Solicitors  for  Plaintiff. 
Filed  February  18,  1900. 


State  of  Pennsylvania,  County  of  Allegheny,  sa: 

I,  William  B.  Kirker,  prothonotary  of  the  courts  of  common  pleas  in  and  for 
Allegheny  County,  do  hereby  certify  that  the  foregoing  is  a  true  copy  of  the 
bill  of  complaint  filed  of  record  in  my  office  at  No.  422,  March  term,  1900. 

In  witness  whereof  I  have  hereunto  set  my  hand  and  affixed  the  seal  of 
common  pleas  court  No.  1,  this  7th  day  of  June,  A.  D.  1911. 

[seal.]  Wm.  B.  Kibkeb,  Prothonotarp. 

The  Chairman.  Mr.  Carnegie's  attorneys  have  kindly  agreed  that 
inasmuch  as  Mr.  Bridge  is  anxious  to  return  to  New  York,  he  may  be 
permitted  to  take  the  stand  for  a  few  minutes  now. 

This  is  in  connection  with  his  book,  The  Inside  History  of  the 
Carnegie  Steel  Company^  being  apparently  a  documentary  history  of 
that  concern  and  containing  excerpts  and  copies  and  photographic  re- 
productions of  letters  and  other  papers  which  have  been  imported 
quite  extensively  into  the  report  of  Herbert  Ejiox  Smith  on  the  steel 
industry  and  have  been  used  by  a  good  many  members  of  the  commit- 
tee as  a  basis  for  various  questions. 

STATEMENT  OF  J.  H.  BRIDGE. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  Mr.  Bridge,  are  you  the  author  of  this  book,  The 
Inside  History  of  the  Carnegie  Steel  Company  ? 

Mr.  BwDGE.  Yes,  sir. 

The  Chairman.  Did  you  have  access  to  the  books  and  papers  of 
the  Carnegie  Steel  Co.  when  you  wrote  the  book? 

Mr.  Bridge.  No,  sir. 

The  Chairman.  Or  to  the  documents  which  are  reproduced  here? 

Mr.  Bridge.  Yes ;  to  the  documents  which  are  reproduced,  but  not 
to  the  books. 

The  Chairman.  On  page  98  here,  for  instance,  is  a  copy  of  a  bal- 
ance sheet,  which  appears  to  be  a  literal  photographic  copy,  and  a 
photographic  copy  of  letters. 
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Mr.  Bridge.  Yes.  Those  were  originals  which  were  in  my  posses- 
sion at  the  time  the  copies  were  made. 

The  Chairkan.  That  is  the  balance  sheet  that  is  copied  in  Herbert 
Knox  Smith's  report  ? 

Mr.  Bridge.  Yes.  He  copied  it  from  my  book,  and  I  had  the  origi- 
nal and  had  it  photographed. 

The  Chairman.  I  will  ask  you  to  take  this  book  where  certain 
pages  are  marked  in  this  copy,  giving  excerpts  from  the  books  of  the 
company,  estimates  of  cost,  descriptions  of  processes,  extracts  from 
the  books  showing  the  profits,  and  capitalization  of  the  company  at 
various  times,  letters  from  the  Olivers,  from  Mr.  Carnegie  and  others, 
touching  the  ore  field,  and  the  final  sale  of  the  property ;  and  I  will 
ask  you  if  these  places  so  marked  by  you  and  the  figures  there  given 
are  all  taken  from  the  original  records. 

Mr.  Bridge  (after  examining  the  passages  marked  as  indicated  by 
the  chairman).  They  are. 

The  Chairman.  1  will  say  in  addition  to  that,  that  besides  giving 
a  historjr  of  the  Carnegie  Steel  Co.,  there  is  a  description  of  the  rela- 
tive merits  and  demerits  of  Mr.  Carnegie  and  Mr.  Frick,  and  of  the 
parts  each  played  in  the  organization  of  this  concern.  In  that  con- 
trovergr,  oi  course,  this  committee  is  not  in  any  way  interested. 

Mr.  fiARTLETF.  Those  passages  are  not  marked? 

The  Chairman.  No.  We  have  cut  out  all  of  thai  that  we  could  i 
and  I  submitted  this  book  to  Mr.  Carnegie's  attorneys,  and  they  found 
several  places  that  we  had  overlooked  where  some  little  reference 
was  made  to  Mr.  Carnegie  and  to  Mr.  Frick  in  the  way  of  compari- 
son ;  and  Mr.  Eeed  strucK  them  out  with  my  approval  and  that  oi  the 
committee,  because  we  do  not  want  to  go  into  that  question.^ 

The  blue-pencil  marks  to  which  I  have  referred,  Mr.  Bridge,  were 
made  by  you  ? 

Mr.  Bridge.  Yes. 

Mr.  Young.  The  question  was  whether  these  are  correct  copies  of 
the  originals,  was  it  not? 

The  Chairman.  Yes. 

Mr.  Bridge.  These  are  correct  copies  of  the  records ;  many  of  them 
photographic  copies. 

Mr.  Young.  That  is,  all  of  the  matters  which  are  marked  there 
with  a  blue  pencil? 

Mr.  Bridge.  Yes:  they  are  either  copies  of  the  original  records  or 
statements  based  on  the  original  record^  which  I  still  have. 

Mr.  Reed.  I  wish  to  say  at  this  point  that  in  some  cases  some  of 
Mr.  Bridgets  comments  are  included  in  these  passages  which  have 
been  marked  with  blue  pencil,  and,  of  course,  it  is  understood  that 
as  to  that  portion  of  this  matter  it  is  simply  his  opinion  on  the  facts. 

The  Chairman.  Oh,  yes.  * 

Mr.  Young.  Certainly.    That  is  understood. 

The  Chairman.  The  following  are  the  extracts  from  Mr.  Bridge's 
book,  The  Inside  History  of  the  Carnegie  Steel  Co.,  which  have  just 
been  referred  to  * 

From  pages  94,  96,  96, 97,  99, 100, 101,  and  102 : 

The  admirable  system  of  accounting  introduced  by  Mr.  Shinn  enabled  the 
Edgar  Thompson  managers  to  see  at  a  glance  the  exact  cost  of  every  one  of 
the  many  operations  entering  into  the  manufacture  of  a  ton  of  ingots,  blooms, 
or  rails.    Every  month  cost  sheets  were  made  out  in  which  these  items  were 
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given  to  the  hundredth  part  of  a  cent.     These  statements  were  marvels  of 
ingenuity  and  careful  accounting. 

The  first  was  issued  on  October  1, 1875.  It  gave  in  detail  the  output  and  cost 
of  the  first  month's  run,  together  with  the  name  of  the  purchasing  railroads 
and  the  prices  received.  '  It  was  a  gratifying  document  to  the  anxious  partners. 
The  output  for  September,  1875,  was  IjllO^ifif  tons  of  rails.  Their  cost  was 
exactly  $57  a  ton,  including  all  charges,  even  to  office  expenses  and  maintenance 
of  the  plant  The  prices  received  averaged  $66.50  a  ton  at  the  works,  thus 
leaving  a  clear  profit  of  $9.50  a  ton,  and  a  total  of  over  $10,000  on  the  month's 
work.  In  the  second  month  the  output  was  l,817)4f)  tons,  which  cost  $57.20 
and  sold  for  $66.32.  At  the  end  of  the  year  the  average  of  four  months' 
operations  showed  that  ingots  had  cost  $43.33  a  ton,  blooms  $47.17,  and  rails 
$58.45.  The  average  price  at  which  they  sold  was  a  fraction  under  $66  a  ton 
giving  a  total  profit  on  rails  of  $41,970.06.  The  percentage  of  rails  from 
pig  iron  and  Spiegel  was  80.56;  and  this  was  afterwards  used  as  a  basis  on 
which  to  figure  the  making  of  contracts. 

During  the  following  year  the  improvements  in  processes  made  by  Gapt. 
Jones,  already  referred  to,  greatly  increased  the  output  and  reduced  the  cost. 
On  the  other  hand,  prices  also  fell.  Andrew  Carnegie  wrote  this  year  to  one 
of  his  colleagues : 

'*  We  must  not  lose  sight  of  the  fact  that  the  great  products  now  made  must 
affect  prices.  I  look  for  cost  to  be  reached  for  a  short  time,  say,  50.50  at  mills 
with  us.  Some  concerns  must  stop.  Therefore  any  orders  we  can  take  netting 
above  52.50  had  better  be  taken — $55  at  mills  is  a  tall  price — Pennsylvania 
steel  (i.  e.,  Pennsylvania  Steel  Go.)  has  offered  $60,  Baltimore  to  Qeorgia 
Railroad,  but  I  hope  to  get  a  small  order —  " 

In  the  same  letter,  however,  he  waxes  enthusiastic  over  the  future : 

"  What  do  you  really  figure  we  can  put  rails  at  cost,  running  double  4,000 
tons  per  month  on  this  basis?  Can't  we  shade  $50?  If  so,  where  is  there 
such  a  business — " 

And  so  alluring  is  the  picture  in  his  mind  that  in  the  next  sent&ice  he  says : 

"  I  want  to  buy  Mr.  Coleman  out  and  hope  to  do  so—  " 

But  that  is  anothier  part  of  the  story. 

Concerning  his  great  expectations  at  this  time,  the  following  extract  from  a 
letter  of  his  to  Shinn,  dated  April  13,  1876,  is  Interesting.  He  estimates  future 
profits  at  40  per  cent  per  annum,  or  $300,000  net  on  a  capital  of  $760,000 : 

"  Harry,  Jim,  and  I  want  your  entire  time,  and  we  are  only  too  anxious  to 
be  able  to  feel  you  are  enlisted  thoroughly  in  the  work.  It  is  a  great  one  and 
means  $40,000  a  year  profit  on  $100,000,  on  an  average,  say,  $750,000  cash, 
$300,000;  interest  on  loan,  $25,000;  total,  $325,000;  50,000  tons  at  $7.  The 
bulk  will  not  stand  permanently  below  that  to  us — say  price  rails  at  works 
average  $55,  cost  $48.  So  years  we  shall  do  far  better.  •  ♦  ♦ »»  (Photo- 
graphic reproduction.) 

The  price  of  rails  this  year  (1876)  dropped  steadily  from  $67  in  January 
to  $52  in  December;  but  the  average  price  received  by  the  Edgar  Thompscm 
Co.  for  the  16  months  ending  December  31,  1876,  was  $60.61.  The  product  for 
the  year  was  32.228  tons,  and  for  16  months  38.284^^^  tons.  The  cost  of 
manufacture,  which  averaged  $56.98  for  the  first  7  months,  had  dropped  to 
$53.19  for  the  second  7  months.  The  net  earnings  for  the  year  amounted  to 
$181,007.18  on  a  capital  issue  of  $731,500. 

The  output  of  rails  for  1877  was  42,826  ^VrV  tons.  Both  prices  and  cost  of 
manufacture  show  a  remarkable  decline.    They  are  as  follows : 


Cost  at  Ed 
gar  Thom- 
son works.  I 


January i  I46.C775  i 

February 44. 89     I 

March ,  44.1028 

April 43.685 

May 45.0335 

June 42.2803 


Price  at 

mills. 

S49.00 

40.00 

49.00 

49.00 

47.25 

46.50 

I  Cost  at  Ed- 
I  gar  Thorn- 
'  son  works. 


July 

AU)(U8t 

September 
October... 
Novembv. 
December. 


S44.8760 
42.6564 

43.8302 
42.0048 
40.1314 
40.3588 


Prioeat 
milte. 


145.25 

44.75 
4100 


40.  SO 
4a  50 
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It  must  be  inferred  from  this  that  during  the  later  months  of  the  year  the 
company  was  running  at  a  loss,  for  the  rails  made  in  November  and  December 
had  been  sold  at  prices  prevailing  9  or  12  months  earlier.  At  the  same  time 
profits  were  greatly  diminished,  and  the  year's  balance  sheet  showed  only  a  net 
gain  of  $36,673.33.  But  about  $115,000  had  been  spent  on  the  works  and  some 
$20,000  of  Indebtedness  had  beoa  paid  off.  As  a  matter  of  fact,  the  profits  of 
all  the  Carnegie  works  this  year  aggregated  $100,379.33. 

In  February  of  this  year  the  first  dividend  was  declared,  being  25  per  cent  in 
scrip.  In  August  a  second  dividend  of  14  per  cent  was  declared,  part  of  which 
was  applied  on  stock  and  part  paid  in  cash.  In  this  way  the  capital  was  raised 
to  $1,000,000.  In  Ck:tober  dividend  No.  3,  of  2}  per  cent,  was  declared,  making 
a  total  for  the  year,  in  cash  and  stock,  of  41|  per  cent 

At  the  beginning  of  1878  Audrey  Carnegie  shows  that  further  reductions  in 
cost  to  $38  were  expected,  while  the  price  to  be  received  was  put  at  $42.50,  with 
an  allotment  by  the  steel-rail  pool  of  60,000  tons.  This  would  give  a  profit  of 
$240,000  from  rails,  and  other  additions  ndt  now  traceable  were  expected  to 
bring  the  total  net  profit  to  $260,000.  WeU  might  he  exclaim,  "  Where  is  there 
such  a  business !  ** 

Let  us  see  how  the  prophecy  turned  out.  By  March,  1878,  thanks  to  Cape. 
Jones's  excellent  practice  at  the  works,  the  monthly  product  of  rails  had  reached 
7,388  Ha  tona  The  cost  of  ingots  had  been  reduced  to  $29.50  and  that  of  rails 
to  $37.77.  During  the  year  the  cost  of  making  rails  did  not  go  more  than  a  few 
mills  above  $38.  In  April  it  was  $38.066 ;  in  May,  $36.81 ;  in  June,  $37.925 ;  in 
July,  $38,013;  in  August,  $37,829;  in  September,  $36,987;  in  October,  $36,114; 
in  November,  $36,415;  and  in  December,  $36,525.  The  average  price  at  which 
th^  were  sold  was  $42.50,  exactly  corre8ix>nding  with  Carnegie's  guess.  The 
net  profits  of  a  single  month  (November)  amounted  to  a  fraction  of  $52,000, 
and  Andrew  Carnegie,  apropos  of  lofty  heights,  writes  from  Sorrento : 

*'  Pyramids  and  Mount  Etna  and  Vesuvius  have  been  our  last  climbs.  Mount 
Etna,  of  course,  we  did  only  from  the  base.  Tell  Capt  Jones  there  was  a  proud 
little  stout  man  who  gave  a  wild  hurrah  when  he  saw  E.  T.  ahead.  Was  not 
it  a  dose  race  with  0.  I.  Co.?  But  they  had  a  start.  Besides,  we  had  to  go 
through  with  the  measles,  you  know." 

The  earnings  of  the  Edgar  Thomson  works  this  year  were  $401,800 — over 
31  per  cent  on  its  capital,  which  had  been  increas^  to  $1,250,000.  Andrew 
Carnegie,  by  the  way,  subscribed  for  the  whole  of  this  increase,  and  a  year 
later  was  shown  by  the  balance  sheet  to  owe  the  company  $175,000  on  account 
of  stock  subscription. 

The  next  year  the  price  of  rails  took  a  sharp  upward  spurt,  reaching  $67  a 
ton  in  Dec«nber  and  $86  by  February,  1880.  In  the  same  period  the  cost  of 
manufacture  was  slightly  reduced.  In  January,  1879,  rails  cost  $38,606  a  ton 
to  make,  and  in  May  $85,845.  During  the  first  six  months  of  this  year  the 
Edgar  Thomson  works  made  $252,854.  The  second  half  of  the  year  the  gains 
were  even  greater.  In  August,  with  rails  selling  at  $48,  there  was  a  clear  profit 
of  $10.50  a  ton  (pig  iron  had  gone  up  $12.50) ;  in  October  a  fraction  under  $15, 
and  by  December  over  $22  a  ton  net  profit  The  monthly  output  of  ingots  now 
exceeded  10,000  tons  and  of  rails  five  to  six  thousand  tons.  "Where  is  there 
such  a  business  t" 

These  gold^i  times  continued  throughout  the  following  year.  In  January 
the  difference  between  the  selling  price  of  rails  and  the  cost  of  pig  iron  was 
$53  a  ton,  the  former  being  $75  and  the  latter  $22  a  ton.  The  next  month  it 
was  $65,  and  of  this  something  like  $40  a  ton  was  clear  profit  to  the  Edgar 
Thompson  Steel  Co.,  who  were  running  day  and  night  and  had  orders  for 
80,000  tons  of  rails.  Without  burdening  this  narrative  with  further  details 
of  costs  and  prices,  it  may  be  brlefiy  stated  that  in  this  12  months  the  Edgar 
Thompson  Works  made  a  profit  of  $1,625,000.  For  an  infant  industry  not  out 
of  its  swaddling  clothes  that  was  a  very  fftlr  showing,  and  was  certainly  as 
legitimate  a  cause  of  exultation  on  the  part  of  the  members  of  the  firm  as 
those  more  public  triumphs  in  mechanics  already  spoken  of.  The  highest  price 
of  rails  reached  this  year  was  $85  a  ton.  Who  shall  say,  in  presence  of  these 
facts,  that  protection  is  not  synonymous  with  prosperity? 

1V>  the  Cam^es  the  tariff  was  specially  helpful  at  this  time,  when  an 
extraordinary  demand  arose  for  iron  and  steel  in  all  its  forms.  The  American 
manufacturers  were  unable  to  meet  this  demand,  and  prices  rose  to  a  point  at 
which  importations  of  foreign  steel  could  be  made  despite  the  high  duties. 
From  919flOOfiQO  in  1879  these  importations  rose  to  over  $71,000,000  in  1880, 
$00,500,000  in  1881,  and  $^,000,000  in  1882.    Simultaneously  the  profits  of  the 
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Carnegie  compauies  rose  from  $512,068.40  in  1879  to  $2,000,377.42  in  1881  and 
$2,128,422.01  in  1882;  for  while  the  cost  of  raUa  was  between  $34  and  $38.50. 
the  average  price  received  during  these  years  was  $56.26.  It  is  obvions  that 
but  for  the  tariff  these  enormous  gains  would  have  been  imposBible,  and  the 
magnificent  series  of  blast  furnaces,  into  the  construction  of  which  these 
profits  went,  would  never  have  been  built  Of  course,  the  railroads  of  the 
country  paid  the  difference;  but  they  eventually  got  it  back,  and  more,  out  of 
the  enormous  tonnage  of  ore,  coke,  and  lime  needed  by  the  furnaces.  Here, 
however,  we  are  trenching  upon  debatable  ground,  and  that  is  neither  neces- 
sary nor  desirable  in  a  work  of  this  kind,  which  aims  only  to  set  out  the  fiacts 
and  leave  the  reader  free  to  draw  his  own  conclusions.     % 

During  the  following  years,  before  Mr.  Frlck  came  into  supreme  power  and 
multiplied  the  Carnegie  profits  elevenfold  in  11  years,  the  net  earnings  of  all 
the  properties  whose  history  we  are  tracing  reached  the  following  annual  totals. 
The  average  price  of  steel  rails  for  these  years  is  also  given. 


Annual  net 
eanilnsk 


1883 
1884 
1885 


$1,010,233.04 
1,301,180.28 
1,191,093.64 


1886 
1887 
1888 


$2,925,860.06 
3,441,887.29  i 
1,041,666.44 


S34.60 
37.08 
29.83 


From  page  110 : 

In  increasing  the  output  of  these  works  I  soon  discovered  it  was  entirely 
out  of  the  question  to  expect  human  flesh  and  blood  to  labor  incessantly  for  12 
hours,  and  therefore  it  was  decided  to  put  on  three  turns,  reducing  the  hours 
of  labor  to  8.  This  proved  to  be  of  immense  advantage  to  both  the  company 
and  the  workmen,  the  latter  now  earning  more  in  8  hours  than  they  formerly 
did  in  12  hours,  while  the  men  can  work  harder  constantly  for  8  hours,  having 
16  hours  for  rest 

From  pages  181, 132, 133, 134,  and  135 : 

Pittsburgh,  April  4,  1S8L 
John  Scott,  Esq.,  Pittsburgh,  Pa. 

Deab  Sib:  I  have  your  letter  of  March  31,  in  which  you  refer  to  the  basis 
of  consolidation  of  interests  of  the  Edgar  Thomson  Steel  Ck).  (Ltd.)  with  the 
Lucy  Furnace  Co.,  Carnegie  Bros.  &  Co.,  and  Carnegie  &  Co.,  on  the  baais  of 
55  per  cent  to  the  former  and  45  per  cent  to  the  latter,  and  ask  how  I  came  to 
recommend  what  you  characterize  as  "  such  a  mistake." 

In  reply,  I  will  state  the  circumstances  under  which  the  proposed  consolida- 
tion was  first  discussed  and  what  led  me  to  assent  to  the  basis  named. 

In  August,  1870,  I  was  invited  to  Mr.  T.  M.  Carnegie's  one  evening,  where 
I  found  Messrs.  A.  Carnegie,  T.  M.  Carnegie,  and  H.  Phipps. 

The  subject  of  the  consolidation  was  broached,  and  they  produced  statem^its 
of  cost  and  earnings  of  their  properties,  as  follows : 


Union  Iron  Mills 

Lucy  furnaces 

Coke  works,  four-fifths 

Total 


Cost  to 
Juiyl. 

Earnings, 
1878. 

Sl&3,000 

120,000 

20,000 

S813,000 
(362,000 
100,000 

1,575.000 

293,000 

su 

monttks, 
1879. 


S9S,0U0 
70.000 
16,000 

184,000 


The  cost  of  E.  T.  works,  exclusive  of  the  amount  expended  on  furnaces  and 
the  earnings  for  the  same  period,  had  been  as  follows: 

Cost  of  E,  T.  works  July  1,  1879 —  $1,622,169.16 

Profits,   1878 $401,800 

Profits,  6  months.  1879 252,846 

664,646.00 
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The  cost  and  earnings  of  the  two  properties  compared  then  as  follows : 


£.  T.  8.  Works < 

Carnegie's  Works 


Cost. 


11,522,000 
1,575,000 


Eamizigs,  18 
months. 


$654,645 
477,000 


But  the  E.  T.  S.  Co.  had  furnaces  A  and  B  well  under  way,  and  expected  to 
complete  them  by  January  1,  1880;  and  I  claimed  there  should  be  added  to 
the  cost  and  earnings  of  E.  T.  S.  Co.  an  amount  equal  to  four-fifths  the  cost 
and  earnings  of  Lucy  furnaces,  or  to  cost,  say,  $528,000;  and  to  earnings, 
$200,000.    This  made  them  compare  as  follows : 


E.  T.S.  Works.. 
CanK«ie's  Works. 


Cost. 


'  EaminRS,  18 
months. 


$2,  aw,  000 
1,575,000 


$854,645 
477.000 


the  proportions  of  which  were  relatively — 


'  Percent 
Percent  ,  ofeam- 
ofcost.  I  in^,  18 
months. 


E.  T.S.  Works 

Cunefje's  Works . . . 


56.5 
43.5 


64 
36 


the  average'^of  which  gave  B.  T.  S.  Works  60  per  cent,  Carnegie's  40  per  cent, 
and  I  therefore  proposed  to  accept  GO  per  cent  for  B.  T.  S.  Works. 

T.  M.  Carnegie  demurred  to  this,  alleging  that  the  B.  T.  S.  Works  had  been 
unusually  profitable  in  past  18  months,  while  the  furnace  property  had  been 
very  onusually  depressed,  pig  iron  having  sold  at  very  low  prices;  and  he  in- 
sisted on  50  per  cent  for  the  Carnegie  Works. 

Carnegie  then  pointed  out  that  the  B.  T.  S.  Works  had  a  debt  of  $186,000  on 
its  land,  which  would  have  to  be  assumed  by  the  joint  interest,  which,  if  de- 
ducted, would  allow  only  $1,864,000  as  cost  of  B.  T.  S.  Works,  or  54  per  cent 
of  the  whole. 

Upon  these  considerations,  and  for  the  reason  named  by  you,  viz,  to  destroy 
the  unceasing  strife  and  bad  feeling  in  the  fixing  of  prices  for  metal  bought  of 
Lucy  Furnace  Co.,  in  which  I  had  been  annoyed  almost  beyond  endurance,  I 
suggested  56  per  cent  as  a  compromise,  which  was  agreed  to. 

It  was  not  mentioned,  nor  was  I  aware,  that  the  land  on  which  the  Lucy  Fur- 
naces and  Union  Iron  Mills  were  built  was  not  owned  by  them ;  and  when  Mr. 
Carnegie  urged  the  mortgage  on  the  B.  T.  S.  property  in  reduction  of  Its  value 
he  knew  that  a  similar  and  mych  more  important  incumbrance  was  on  the 
Union  Iron  Mills  property,  which  I  now  understand  was  only  leased,  at  a  rental 
of  $4,866  annually,  and  liable  to  be  greatly  increased  when  present  leases 
expire. 

This  is  equal  to  a  mortgage  of  $80,900;  mortgage  on  Lucy  Furnace  property, 
$160,000;  making  a  total  incumbrance  of  $240,900,  of  which  no  mention  was 
made  at  the  time,  of  which  I  had  not  the  slightest  Imowledge  or  suspicion,  and 
which  good  faith  required  should  have  been  set  forth. 

Had  I  known  of  these  incumbrances  I  never  would  have  agreed  to  consolidat- 
ing on  the  basis  of  55  and  45  per  cent,  nor  would  I  have  agreed  to  it  at  all, 
except  to  harmonisse  our  interests  on  the  point  which  had  caused  so  much  diffi- 
culty and  hard  feeling. 
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I  see  that  in  the  new  firm  of  G.  B.  &  Co.  (Ltd.)  they  put  in  the  respective 
properties — 

B.  T.  S.  property  (02}  per  cent) 12,500,000 

Oamegie  property  (87}  per  cent) 1, 500, 000 

Total — 4, 000. 000 

which  is  much  nearer  what  the  real  proportionate  value  was  a  year  ago. 
Yours,  truly, 

Wm.  p.  Shinh. 

The  following  interesting  data  appeared  in  a  footnote  to  Mr.  Shinn's  letter: 

1880,  profits,  B.  T.  S.  Works $1,025,000.00 

Lucy $294, 524. 97 

CJoke 96, 296. 97 

Union  Mills 55,836.71 


446, 657. 66 


2, 071, 657. 65 


(Chgd.  Inipts.) 

Lucy  Furnace  Co 131, 259. 57 

Union  Mills 55. 200. 62 

= 186. 460. 19 


Leaves  actual  profits 260, 197. 46 

The  new  firm  referred  to  by  Mr.  Shlnn  was  Carnegie  Bros.  &  Clk).  (Ltd.), 
which  was  organized  on  April  1,  1881,  with  a  capital  of  $5,000,000.  Of  this, 
$4,000,0(X)  was  represented  by  the  Union  Iron  Mills,  the  Lucy  Furnaces,  certain 
unimportflnt  coke  interests  of  Andrew  Carnegie,  and  the  Bdgar  Thomson  Works. 
The  rest  was  to  be  paid  in  cash.  In  this  consolidation  the  interests  were  appor- 
tioned as  follows: 

Andrew   Carnegie $2, 737, 977. 95 

Thos.  M.  Carnegie 878, 096. 58 

Henry  Phlpps 878, 096. 63 

David  A.  Stewart 175,318.78 

John  Scott 175, 818. 78 

Gardiner  McCandless 106, 191. 00 

John  W.  Vandervort 60, 000. 00 

The  last  named  was  Omegie's  companion  on  his  trip  around  the  world. 
He  soon  fell  sick  and  withdrew  from  active  business  to  CJalifomia,  where  he 
died  in  1897. 

The  earning  powers  of  the  several  properties  are  given  in  the  footnote  to  Mr. 
Shinn*8  letter  quoted  above.  Their  estimated  values  are  given  In  the  articles 
of  incorporation  as  follows: 

Bdgar  Thomson  Works  (mortgage.  $594,000) $2,385,000 

CJoal  mines  and  coke  ovens  at  Unity 80,000 

Ore  lands  at  Patton 35,000 

Lucy  Furnaces  (mortgage,  $160,000) 750,000 

Union  Iron  Mills 630,000 

Four-fifths  interest  In  Larimer  Coke  Works 120.000 


4.000.000 


The  advantages  if  industrial  consolidation  had  not  at  this  date  received  any 
general  recognition,  and,  as  we  have  seen,  it  was  other  considerations  than  In- 
creased eificiency  and  economy  that  prompted  the  first  imperfect  combination 
of  the  Oimegie  proi)erties. 

As  illustrating  how  vague  and  incoherent  were  the  plans  of  the  group  of  men 
controlling  the  property  at  this  time,  it  may  be  mentioned  that  two  months 
after  the  consolidation  described,  the  Lucy  furnaces  were  taken  out  of  it  and 
turned  over  to  Wilson,  Walker  &  Co.  During  these  eight  weeks,  however. 
their  value  was  supposed  to  have  increased  from  ff7f50fiOO  to  $1,000,0(X);  and 
Messra  John  T.  Wilson,  James  R.  Wilson,  and  John  Walker  each  subscribed 
for  $142,857  of  stock  in  the  Lucy  Furnace  Co.  (Ltd.),  with  its  $1,000,(XX) 
capital.    Andrew  Carnegie's  share  in  it  amounted  to  $420,627;  the  rest  of  the 
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group  holding  interests  from  |68,539  in  the  cases  of  Thomas  M.  Carnegie  and 
Henry  Phlpps  to  $3,333  in  the  case  of  John  Vandevort. 

Pages  150-151 : 

On  October  21  of  that  year,  however,  an  event  occurred  of  first  importance 
in  the  history  of  Homestead.  This  was  the  incorporation  of  the  Pittsburgh 
Bessemer  Steel  Go.  (Ltd.),  with  a  capital  of  $250,000.  The  founders  of  this 
company  were  all  connected  with  the  firms  which  had  been  supplied  with  mer- 
chant steel  for  a  time  by  the  Edgar  Thomson  Co.,  and,  as  already  related,  had 
been  suddenly  been  cut  oft  from  supplies  through  the  refusal- of  that  firm  to 
fill  orders  for  billets.    Their  subscriptions  were  as  follows : 

William  G.  Park,  of  Park  Broa  &  Co.,  5  shares $50, 000 

Curtis  G.  &  C.  Curtis  Hussey,  of  Hussey,  Wells  &  Co.,  5  shares 50,000 

William  H.  Singer,  of  Singer,  Nimick  ft  Co.,  6  shares 50,000 

Reuben  Miller,  of  the  Crescent  Steel  Works,  4  shares 40, 000 

William  Oark,  of  the  Solar  Iron  &  Steel  Works,  4  shares 40, 000 

Andrew  IQoman,  of  the  Superior  Mill,  Allegheny,  2  shares 20, 000 

The  Singer  concern  made  a  specialty  of  tool  cast  steel,  patent  rolled  saw 
plates,  spring  and  plow  steel,  axles,  tires,  etc.  The  Hussey  firm  made  refined 
oast  steel  for  edged  tools,  homogeneous  plates  for  locomotives,  boilers,  and  fire 
boxes,  and  cast-steel  forgings  for  crank  pins^  car  axles,  etc.  Park  Bros,  were 
the  owners  of  the  Black  Diamond  Steel  Works,  and  were  in  a  somewhat 
similar  line,  while  Kloman  had  leased  the  Superior  Mill  in  Allegheny  and  had 
recommended  the  manufacture  of  eyebars  and  structural  material.  He  was 
also  rolling  light  rails. 

Kloman's  lease  ran  out  in  1870,  and  he  decided  to  build  a  mill  of  his  own. 
He  bought  a  small  tract  of  land  adjoining  the  city  farm  at  Homestead  and 
commenced  the  erection  of  a  building  684  feet  long  by  85  wide,  to  contain  a 
21-inch  rail  mill,  2  Universal  mills,  a  16-inch  bar  train,  and  a  muck  train.  At 
the  same  time  the  Pittsburgh  Bessemer  Steel  Co.  bought  some  40  or  50  acres 
of  land  adjoining  Kloman's  and  commenced  the  erection  of  a  converting  works 
blooming  mill.  The  two  concerns  were  designed  to  work  together,  Kloman 
taking  the  surplus  product  of  the  Bessemer  Steel  Co.  and  working  it  up  into 
stmctural  shapes.  One  Universal  mill  and  four  steam  hammers  were  to  be 
constantly  run  on  the  Kloman  patent  solid  eyebars,  and  he  gauged  the  capacity 
of  his  plant  nt  50,000  tons  of  steel  rails  and  30,000  tons  of  structural  material 
annually. 

Page  159 : 

Aooordingly  in  October,  1883,  the  Homestead  mills  became  the  property  of 
the  Carnegie  group.  The  price  paid  was  the  cost  of  the  plant,  with  a  reason- 
able allowance  for  increased  land  values.  Little  cash  was  paid,  and  the  notes 
given  in  payment  were  subsequently  liquidated  out  of  the  profits  of  the  mills. 

The  Came^es,  with  a  view  of  holding  for  themselves  the  markets  created  by 
the  old  stockholders,  offered  the  latter  the  privilege  of  remaining  in  the  enter- 
prise, bat,  with  one  unimportant  exception,  they  declined  the  offer,  and  taking 
their  little  checks  and  notes  went  out  of  the  enterprise  with  grateful  hearts. 
The  interest  of  the  one  who  remained  was  eventually  sold  for  about  eight 
millions. 

Pages  169-170  : 

This  mammoth  body  owned  its  own  mines,  dug  its  ore  with  machines  of 
amazing  power,  loaded  it  into  its  own  steamers,  landed  it  at  its  own  ports, 
transported  it  on  its  own  railroads,  distributed  it  among  its  many  blast  fur- 
naces, and  smelted  it  with  coke  similarly  brought  from  its  own  coal  mines  and 
ovens  and  with  limestone  brought  from  its  own  quarries.  From  the  moment 
these  crude  stuffs  were  dug  out  of  the  earth  until  they  fiowed  in  a  stream  of 
liquid  steel  into  the  ladles  there  was  never  a  price,  profit,  or  royalty  paid  to  any 
outsider.  Without  any  cessation  of  motion  and  with  hardly  any  loss  of  heat 
this  product  passed  with  automatic  precision  into  the  multitudinous  machines 
which  pressed  it  into  billets,  rails,  armor  plate,  bridge  structures,  beams,  and 
the  endless  variety  of  shapes  required  in  modem  architecture.  Finally  these 
highly  finished  materials  were  often  conveyed  to  consumers  over  the  same  trans- 
portation systems  as  before,  and  the  profit  of  every  movement,  as  of  every 
process  and  change  of  form,  passed  without  deduction  into  the  exchequer  of 
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which  was  now  the  Gamegle  Steel  O).  (Ltd.)>  a  single  organization  with  one 
mind,  one  purpose,  one  interest.  The  annual  earning  power  of  this  great  insti- 
tution increased  under  Mr.  Frlck's  direction  from  $1,941,555  to  $40,000,000  in 
a  dozen  yeas,  while  its  annual  product  of  steel  Increased  during  the  same 
period  from  832,111  tons  to  3,000,000  tons.  The  change  thus  baldly  and  inade- 
quately expressed  in  terms  of  dollars  and  tons  makes  a  most  impressive  record 
for  such  a  short  period  of  any  manufacturing  organization  in  this  or  any  other 
country. 

Pages  171-173 : 

Id  1850  there  were  only  4  establislmientB  making  coke  in  the  whole  of  the 
United  States  In  1860  the  census  shows  that  there  were  21  such  establi^ments, 
all  in  Pennsylvania,  and  10  years  later,  when  Frick  had  already  appeared  on 
the  scene  and  had  become  Interested,  there  were  about  25  coking  plants  in  the 
country. 

lu  1871  young  Frick  organized  the  firm  of  Frick  &  Co.,  with  Abraham  O.  Tints- 
man,  one  of  his  grandfather*s  partners,  and  Joseph  Rist  They  had  300  acres 
of  coal  lands  and  a  plant  of  50  coke  ovens.  At  this  time  there  were  not  400 
ovens  in  the  whole  Connellsville  region,  which  included  an  area  of  100  square 
miles.  The  Mount  Pleasant  &  Broad  Ford  Railroad,  of  which  Frick  was  one  of 
the  projectors,  was  opened  about  the  same  time.  The  next  year  Frick  &  Go. 
erected  150  more  ovens.  Then  the  panic  of  1873  came,  and  everybody  but  Frick 
thought  the  business  had  come  to  an  end.  But  he  had  gauged  its  possibilities, 
iiud  with  a  confidence  in  the  country's  growth  rare  in  one  of  his  years,  he 
realized  that  the  depression  was  of  that  tidal  character  which  would  eventually 
carry  the  business  to  higher  levels  than  before.  Timid  competitors,  anxious  to 
sell  out  at  any  price,  found  a  ready  purchaser  in  the  firm  of  Frick  &  Ck).,  and 
in  the  lean  years  following  the  panic  he  had  acquired  the  interest  of  his  part- 
ners, who,  burdened  with  unpaid-for  purchases,  staggered  and  finally  fell  in  the 
storm.  By  a  singular  paradox  the  panic  which  ruined  his  partners  made  Henry 
C.  Frick's  fortune.  When  the  trouble  had  passed  the  price  of  coke  rose  from 
90  cents  to  $4  and  $5  a  ton,  and  the  boom  put  young  Frick  at  the  head  of  the 
coke  Industry.  By  1882,  when  Frick  admitted  the  Gamegies  into  his  business, 
he  had  acquired  1,026  ovens  and  3,000  acres  of  coal  land. 

The  business  was  now  reorganized  with  a  capital  of  $2,000,000,  and  a  year  later 
this  was  Increased  to  $3,000,000  to  keep  pace  with  the  expansion  of  the  trade. 
By  1880,  when  its  capital  was  increased  to  $5,000,000,  the  H.  C.  Frick  CJoke  CJo. 
ow^ed  and  controlled  35,000  acres  of  coal  land  and  nearly  two-thirds  of  the 
15,000  ovens  in  the  Ck)nnellsville  region,  three  water  plants  with  a  pumping 
capacity  of  5,000,000  gallons  dally,  35  miles  of  railroad  track,  and  1,200  coke 
cars.  The  company  employed  11,000  men.  The  volume  of  shipments  amounted 
to  1,100  carloads  a  day,  or  330,000  cars  a  year.  This  is  equivalent  to  10,000  train- 
loads,  which,  strung  together,  would  extend  from  New  York  to  San  Francisco, 
or  from  London  across  the  Continent  of  Europe,  through  Persia,  and  well  on 
the  road  to  India. 

In  1895  the  capital  of  the  H.  C.  Frick  Co.  was  further  increased  to  $10,000,000. 
It  now  owned  11,786  ovens;  40,000  acres  of  Connellsville  coal  lands  out  of  a 
total  of  00,000  to  65,000  acres,  and  its  capacity  was  25,000  tons  of  coke  a 
day,  or  80  per  cent  of  the  entire  production  of  the  Connellsville  region.  A  little 
later  its  monthly  output  amounted  to  an  even  1,000,000  tons. 

Pages  254:-265 : 

On  July  1,  1892,  for  the  first  time  in  the  history,  the  separate  establishments 
whose  growth  we  are  tracing  were  brought  into  a  single  organization  and 
endowed  with  one  mind,  one  purpose,  one  interest  Mr.  Frick  was  too  wise  a 
general  to  enter  a  battle  with  his  forces  needlessly  scattered,  and  while  fences 
were  being  built  around  the  company*s  works  their  corporate  strength  was 
also  concentrated  and  made  instantly  responsive  to  his  will. 

The  consolidation  of  the  different  Carnegie  interests  had,  however,  long  been 
contemplated  by  Mr.  Frick.  As  early  as  February,  1890,  he  had  discussed  the 
project  with  Mr.  Abbot,  chairman  of  Carnegie,  Phippe  &  Co.,  and  liad  made  it 
the  subject  of  a  written  communication  to  Mr.  Carnegie.  But  at  that  time 
there  were  obstacles  of  a  financial  nature.  One  concern  was  used  to  make 
paper  for  the  other,  as  the  phrase  is — that  is,  one  Carnegie  company  selling  to 
another,  was  able  to  discount  the  notes  it  received  in  payment,  so  that  the 
transaction  had  ail  the  banking  advantages  of  an  outside  trade.    On  occasions, 
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to<^  such  notes  could  be  discounted  without  any  antecedent  sale.  In  transac- 
tions of  this  kind  Mr.  Stewart,  with  his  strong  financial  connections,  had  long 
proTed  very  useful. 

Page  255  : 

In  the  consolidation  of  July  1, 1892,  the  Carnegie  Steel  CJo.  (Ltd.),  became  the 
owner  of  the  Upper  and  Lower  Union  Mills,  the  Lucy  Furnaces,  the  Edgar 
Thomson  Steel  Works,  the  mills  at  Homestead,  the  newly  acquired  property  at 
Dnquesne,  the  Keystone  Bridge  Works,  the  unprofitable  and  prolonged  experi- 
ment at  Beaver  Falls,  with  a  few  other  interests  in  ore  and  natural  gas 
sprinkled  about  western  Pennsylvania.  The  capital  was  $25,000,000.  It  was  a 
gigantic  concern ;  but,  as  De  Tocqueville  says  of  the  United  States  of  his  time, 
It  was  "  a  giant  without  bones."  It  had  gristle,  however,  and  this  soon  hardened 
Into  bones. 

Having  brought  the  separate  establishments  Into  a  single  organization,  Mr. 
Frlck  now  sought  to  harmonize  their  relations  so  that  each  plant  would  serve  to 
supplement  and  round  out  the  operations  of  every  other.  This  he  affected  by 
the  Union  Railway,  which  he  built  to  connect  the  principal  works  with  each 
other  and  with  all  the  different  transportation  systems  entering  the  Pittsburgh 
district.  It  was  a  masterly  conception,  for  it  unified  the  scattered  works  and 
made  them  as  easy  to  operate  as  if  they  had  been  contiguous.  At  the  same  time 
it  gave  them  unequaled  transportation  facilities  through  direct  connection  with 
every  Important  railway  system  In  western  Pennsylvania. 

The  advantages  of  easy  exchange  of  products  among  the  different  works  can 
not  be  stated  In  figures.  But  they  have  their  place  in  the  phenomenal  record 
of  the  firm's  profits,  given  elsewhere.  The  saving  in  switching  charges  alone 
paid  interest  on  the  cost  of  the  railroad;  and  the  company  wuh  allowed  26  cents 
a  ton  rebate  on  all  rates. 

A  further  advantage  was  that  the  company  thus  regained  t)ossesslon  of  Its 
own  yards.  Hitherto  the  different  railroads  running  into  the  works  had  con- 
trol of  all  tracks  and  sidings,  and  so  tenaciously  did  they  hold  to  these  cheaply 
acquired  rights  that  they  often  resisted  the  extension  of  a  mill  that  Involved 
the  removal  of  a  track.  This  cause  of  annoyance  now  came  to  an  end,  and  a 
judicious  rearrangement  of  tracks  and  sidings  so  as  to  meet  changed  condi- 
tions resulted  In  a  great  saving  of  yard  space  and  expedited  the  handling  of 
Tast  tonnages.  The  superiority  of  this  system,  by  which  the  traffic  was  regu- 
lated by  one  organization  instead  of  by  several  railroads,  is  readily  seen  when 
a  Btat^nent  is  made  of  the  total  tonnage  entering  and  leaving  the  works  of 
the  Carnegie  Steel  Co.  In  1899  this  amounted  to  16,000,000  tons— as  much  as 
the  combined  total  freight  handled  by  the  Northern  Pacific,  Union  Pacific,  and 
Missouri  Pacific  Railways,  with  their  13,000  miles  of  track,  1,500  locomotives, 
and  50,000  freight  cars. 

The  next  step  in  the  progress  of  this  great  industrial  aggregate  toward  com- 
pleteness was  that  which  gave  it  possession  of  the  iron  ore  it  needed.  This 
was  the  only  thing  it  had  to  buy  of  outsiders.  So  long  as  it  did  not  Itself 
produce  everything  It  needed,  it  could  not  be  considered  a  perfect  industrial 
unit,  such  as  It  was  Mr.  Frlck's  ambition  to  make  it  An  accident  helped  him 
to  a  realization  of  his  great  plans,  though  they  were  nearly  frustrated  through 
the  unexpected  opposition  of  Mr.  Carnegie. 

The  story  of  the  way  the  Carnegie  Steel  Co.  acquired  its  great  ore  mines  on 
the  Lake  Superior  lacks  none  of  the  romance  that  makes  the  history  of  Home- 
stead and  Duquesne  so  Interesting.  It  is  a  story  of  a  huge  profit  made  with 
hardly  a  dollar  of  Investment,  and  the  accepting  of  an  impregnable  position  In 
the  Industrial  world  with  a  reluctant  and  complaining  consent.  It  is  the 
amplified  tale  of  the  ''most  hazardous  enterprise,"  told  afresh;  but  where  a 
thousand  dollars  was  involved,  a  hundred  millions  now  hold  our  interest  Un- 
fortunately it  is  a  story  that  shadows  all  preconceptions  of  the  genius  necessary 
to  achieve  millionaireship ;  but  that  is  merely  incidental.  Among  the  boy 
companions  of  Thomas  M.  Carnegie  was  Henry  W.  Oliver.  He  had  become  one 
of  the  cleverest  business  men  of  Pittsburgh,  and  had  made  several  fortunes  In 
Iron  and  steel  manufacture  before  he  reached  the  maturity  of  midlife.  He 
was  singularly  far-sighted  and  enterprising,  and  a  skillful  financier.  Some 
time  in  1892  he  formed  a  company,  called  after  himself,  to  operate  the  Missabi 
Mountain  mine  on  the  Mesaba  Range,  his  main  object  being  to  provide  a  cheap 
and  uninterrupted  supply  of  high-grade  Bessemer  ore  for  his  own  furnaces. 
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Mr.  Frick,  wbo  hat}  similar  ideas  for  hU  owd  works,  watched  Ihe  experlmeBt 
witb  Intarost,  and  presently  h»  suggpsted  to  Mr.  Oliver  that  an  oce  combtBiiOon 
with  the  Carnegie  Steel  Co.  might  be  made  mutually  beneficiftL  Mr.  Oitvev 
was  quick  to  see  the  advantage  of  such  a  union,  permitting  him,  as  it  would  do. 
to  bargain  with  independent  miners  and  transportation  companies  on  a  basis  ol 
a  high  minimum.  In  other  words,  the  enormous  conaumpUon  of  ore  of  the 
onited  plants  would  enable  him  to  offer  a  guarantee  tonnage  te  railreada  41m1 
steamboat  companies  in  exchange  for  low  rates,  as  well  as  to  make  exo^pdoll|Li 
offers  to  mine  owners  willing  to  let  their  ores  be  worked  ou  a  royalty  Uasis. 
He  therefore  viewed  the  suggestion  with  favor,  and,  after  some  negotiatlooa, 
agreed  to  Mr.  Frick's  proposal  to  give  the  Carnegie  Co.  one-half  tbte  stock  of 
the  Oliver  Mining  Co.,  conditioned  on  a  loan  of  half  a  million ^olUira»  jsecuied  ti^F 
H  mortgage  on  the  ore  properties,  to  be  spent  in  development  work.  In  this 
Ing^iious  way  Mr.  Frick  so  arranged  that  the  Carnegie  ore  interest  would  not 
cost  a  dollar. 

The  matter  was  at  once  brought  to  the  attention  of  Mr.  Cample,  who  oip- 
pQsed  it 

Mr.  Frick,  however,  made  the  combination  with  Mr.  Oliver,  and,  on  his  re< 
turn  from  Europe,  Mr.  Carnegie  expressed  hixnself  vigorously  in  condemna- 
tien  of  it 

Mr.  Carnegie's  attitude  was  not  modified  by  the  successful  working  of  the 
arrangement,  and  during  the  next  two  years  he  repeatedly  placed  himself  on 
record,  with  increasing  emphasis,  as  being  opposed  to  any  venture  in  LAke 
Superior  ores.  Writing  to  the  board  of  managers  from  Buckhurst  Park, 
Wlthyham,  Sussex,  on  April  18.  1894,  he  says  again : 

•  **The  Oliver  bargain  I  do  not  regard  as  very  valuable.  You  will  find  that 
this  ore  venture,  like  all  our  other  ventures  in  ore,  will  result  in  more  tronble 
and  less  profit  than  almost  any  branch  of  our  business.  If  any  of  our  brilliant 
and  talented  young  partners  have  more  time  or  attention  than  is  required  for 
their  present  duties,  they  will  find  sources  of  much  greater  profit  rlg^t  at 
homa    I  hope  you  will  make  a  note  of  this  prophecy." 

It  subsequently  transpired,  however,  that  Mr.  Carnegie  thought  his  company 
was  entitled  to  a  larger  share  than  one-half  of  the  Oliver  Mining  Co.'s  fiiock, 
and  Mr.  Oliver  consented  to  sell  the  Camegies  an  additional  interest  of  one- 
diird,  making  their  holdings  five-sixths  of  the  total  stock.  But  he  took  care 
to  safeguard  his  own  interests  by  a  contract  under  which  the  Oliver  furnaces 
were  entitled  to  one-sixth  of  all  ore  mined  by  the  company.  At  this  time  the 
capital  of  the  Oliver  Mining  Co.  was  fl,200,000. 

In  1896  Messrs.  Oliver  and  Frick  made  the  celebrated  Rockef^ler  connec- 
tions, by  which  they  leased  the  other  great  mines  on  the  Mesaba  Range  on  a 
royalty  basis  of  only  25  cents  a  ton.  This  low  price  was  given  by  tlie  Rocke- 
fellers  in  consideration  of  a  guaranteed  output  of  600,000  tons  a  year,  to  be 
shipped  over  the  Rockefeller  railroads  and  steamships  on  the  Lakes,  with  an 
equal  amount  from  the  Oliver  mine.  This  amounted  to  1,200,000  tons  a  year; 
and  as  the  contract  was  to  run  for  50  years,  it  means  a  guaranty  of 
60,000,000  tons  of  freight,  at  80  cents  a  ton  by  rail  and  65  cents  a  ton  oq  l^e 
iLakes,  a  consideration  great  enough  to  Justify  the  low  royalty  of  25  cents  when 
ether  mine  owners  were  getting  65  cents.  To  the  Camegie-Olfver  iron  interests 
k  meant  a  visible  saving  of  $27,000,000. 

This  alliance  with  the  Rockefellers  had  an  unexpected  result  It  predneod  a 
iMinic  among  die  other  mine  owners,  and  stockholders  in  Boston,  Chicago,  Gleve- 
tand,  and  the  Northwest  hastened  to  get  rid  of  their  ore  properties  at  almost 
any  price.  The  demoralization  extended  to  the  ore  markets,  and  Norrie,  whl<^ 
sold  at  |6  a  ton  in  1891,  dropped  to  $2.65  on  the  docks  at  Cleveland. 

This  was  Mr.  Oliver's  opportunity,  and,  backed  by  Mr.  Frick  and  some  of  the 
more  enterprising  Carnegie  managers,  like  Curry,  Schwab,  Gayley,  and  Clemson, 
he  hastened  to  secure  options  on  all  the  best  mines  in  the  Lake  Superior 
region.  The  following  is  the  argument  he  submitted  to  the  Carnegie  managers 
en  July  27, 1897 : 

New  York,  N.  Y.,  July  «7,  1H97. 
H.  C.  Feick,  Chairman. 

Dear  Sib  :  I  mail  you  my  specific  r^;x>rts  on  the  Norrie,  Tildea,  and  Pioneer 
wines. 

I  now  address  you  mainly  to  impress  my  views  that  it  should  be  our  poUcy  lo 
acquire  all  three  of  these  properties.  We  (I  mean  the  Carnegie  and  Oliver  fur- 
naces) have  paid  more  than  our  sliare  of  tribute  to  Cleveland  and  Northwestern 
miners.  Part  of  their  receipts  were  profit,  but  a  large  part  was  wasted  in 
expenses  that  we  will  in  the  future,  save — in  exploration,  in  which  we  will 


XTIOTSD  STATEB  8TBEL  CORPORATION.  2697 

benefit;  in  development  ot  mines  tbat  bave  proved  falluree;  and  in  exceeslve 
freight  rates  to  steematiip  Unes  controlled  by  tlie  Cleveland  middlemen.  All 
tJiJs  would  stopw  I  claim  that  we  could  produce  and  deliver  our  ore  to  Lake 
Erie  ports  20  to  30  cents  per  ton  cheaper  than  it  can  be  done  by  those  now  in 
control  of  the  mines  we  seek.  Our  saving  would  be  in  steady  and  more  reg:ular 
mining,  in  avoiding  a  line  of  high-salaried  officers,  in  procuring  lower  lake 
freight^  and  in  saving  the  Cleveland  commission  of  10  cents  per  ton.  I  am 
satlBfied  that  the  economies  that  we  will  practice  in  the  Unes  above  indicated 
will  be  fu]]y  equivalent,  in  the  future,  to  any  royalties  we  may  pay.  The  Car- 
negie furnaces  and  the  Oliver  furnaces  will  require  about  4,000,000  tons  of  ore 
per  annum.    Our  minimum,  nndor  my  proposition,  would  stand  as  follows : 

Tons. 

Uoeabt 1,  200,  000 

.Norrle • 700,000 

Tildtfi 400,000 

Pioneer 500,000 

Tr>tal ^ 1 2,  SOe,  000 

On  the  above  the  only  cash  obligation  that  we  will  have  if  my  plan  is  car- 
ried ont  is  in  the  purchase  of  the  Norrte  stock.  The  Mesabi  leases  we  can 
throw  up  on  six  months'  notice  and  the  Tilden  and  Pioneer  leases  on  three 
months*  notice.  The  amount  that  we  would  invest  In  the  Norrie  is  a  very  small 
item,  considering  the  immense  stake  we  have  in  the  business,  and  the  fact  that 
if  we  do  not  fortify  ourselves  on  the  plan  that  I  have  indicated,  it  would  be 
easy  for  the  mine  owners  to  exact  three  to  four  millions  of  dollars,  or  even  a 
greater  sum,  from  us  as  a  profit  on  the  ore  we  consume.  A  glance  at  the  prices 
paid  for  ore  the  past  10  or  15  years  will  show  that  my  estimate  of  the  profits 
that  we  have  paid  them  is  extremely  conservative. 

Excuse  me  for  bringing  to  the  attention  of  yourself  and  your  associates  the 
fact  that  the  Carnegie  Co.  never  heretofore  hesitated  to  invest  millions  of  dol- 
lars to  save  25  cents  to  50  cents  per  ton  in  the  manufacture  of  pig  iron.  Yqu 
destroy  old  plants  and  erect  new  ones  to  save  a  quarter  of  a  dollar  per  ton. 
Yon  are  now  engaged  in  building  a  railrond  to  the  Lakes  at  an  immense  expendi- 
ture of  treasure  and  credit,  with  the  ultimate  object  of  making  a  saving  (in 
which  your  competitors,  to  a  certain  extent,  will  share)  of  25  to  30  cents  per 
ton  and  to  protect  Pittsburgh  against  high  ore  rates  in  the  future.  I  proiipse, 
at  a  risk  of  using  our  credit  to  the  extent  of  $500,000  or  possibly  11,000,000,  to 
effect  a  saving,  in  which  our  competitors  will  not  share,  of  four  to  six  million 
dollars  per  annum.  All  arguments  to  the  contrary  notwithstanding,  I  know  I 
nm  right  In  these  matters;  as,  in  my  judgment,  with  a  knowledge  of  the  nature 
of  the  ownership  of  the  mines  hi  the  Northwest,  no  power  can  prevent  their 
soon  coming  together  and  exacting  the  old  time  price  for  ore. 

On  the  (Gogebic  Bange  the  mines  I  have  selected  comprise  over  80  per  cent  of 
developed  ore  or  "ore  in  sight."  They  comprise  in  this  year's  pool  about  60 
per  cent  of  the  allotment,  the  allotment  being  made  not  on  the  basis  of  ore  in 
sight  but  on  the  basis  of  the  preceding  year's  shipments.  They  are  the  only 
mines  on  the  range  that  can  mine  ore  at  present  prices  and  make  money.  The 
other  mines,  with  their  small  product  and  heavy  general  expenses,  are  not 
making  1  cent  per  ton.  The  result  is  that  one  or  two  of  the  smaller  of  these 
mines  are  being  thrown  up  this  year;  and  with  proper  care  and  attention,  if 
we  were  on  the  ground,  we  should  be  able  to  take  up  practically  all  of  thenk 

Doubts  may  arise  as  to  the  quantity  of  ore  in  the  properties  we  propose  to 
take  up.  The  question  is,  however,  if  the  ore  is  not  in  the  mines  I  propose  to 
acquire^  where  can  it  be  shown  to  exist?  In  properties  available  to  lease  or 
iMirchase?  In  the  ranges  other  than  the  Mesabi  Range?  I  have  selected  as 
the  properties  we  should  acquire  the  mines  that  common  report  names  as  hav- 
ing the  largest  quantity,  and  our  special  reports  confirm  that  view.  If  there 
be  not  large  quantities  of  ore  in  the  properties  we  have  under  consideration, 
then  there  are  no  large  deposits  of  Bessemer  ore  yet  known,  outside  of  the 
Mesabi  Range  and  the  Chapin  and  Minnesota  Iron  Co/s  properties.  In  that 
case  Bessemer  ores  will  shortly  appreciate  in  value,  and  we,  with  others,  will 
have  to  pay  tbe  holders  thereof  a  large  advance  on  present  prices. 

Ad  in^oxtant  point  in  making  the  venture  in  the  Gogebic  region  and  securing 
a  large  body  of  ore  is  the  effect  it  will  have  upon  the  guaranty  made  us  by  the 
Rockefeller  party,  that  our  ore  shall  be  as  low  as  any  other  Mesabi  ore  at 
Lake  Superior  ports.  The  possession  of  a  large  body  of  ore  In  the  Gogebic  Bange 
will  str^igthen  our  position  in  holding  the  Rockefeller  people  down  to  low 
freight  rates  from  the  Mesabi  Range. 


2598  UNITED  STATES  STEEL  OOBPOBATIOK. 

The  three  properties  I  propose  to  take  up  contain  not  only  the  largest  body 
of  ore  In  sight,  bat  are  practically  the  only  mines,  excepting  a  few  extra  low- 
phosphoms  mines  and  the  Chapin  &  Minnesota  Iron  Go.  properties,  that  are 
this  year,  under  their  system  of  mining  and  expenses,  producing  ores  at  a 
profit  In  addition  to  this,  as  showing  their  standing  in  the  trade,  th^  have 
been  allotted,  on  the  basis  of  last  year's  shipments,  over  50  per  cent  of  the 
Gogebic  output  and  over  25  per  cent  of  the  total  in  a  pool  of  4,250,000  tons, 
comprising  all  the  Bessemer  ores  (including  Chapin)  produced  in  the  North- 
west, excepting  only  ores  from  the  Mesaba  Range. 

*  I  am  not  ignoring  the  strong  position  we  hold  on  the  Mesaba  Range^  With 
two  exceptions,  we  possess  the  only  steam-shovel  mines,  and  the  low  cost  of 
this  ore  is  extremely  gratifying.  More  Mesaba  ore  can  be  used  in  our  mixtures, 
but  it  is  not  a  wise  policy  to  quickly  exhaust  the  rich  quarry  we  have  on  the 
Mesaba  Range,  taking  off  rapidly  the  surface  ore.  Although  we  are  mining  it  at 
present  for  less  than  5  cents  per  ton  for  lal)or,  we  must  look  to  the  future,  wh^i 
we  will  have  to  go  deeper,  pump  water,  and  Jift  the  ore.  We  should  rather 
prolong  the  period  of  cheap  steam-shovel  mining,  take  in  the  qther  range  prop- 
erties I  suggest  for  mixture,  and,  by  working  one  range  against  the  other,  keep 
down  costs  of  freight.  I  desire  to  impress  upon  you  the  fact  that  if  it  had  not 
been  for  our  Rockefeller-Mesaba  deal  of  last  year,  with  the  consequoit  de- 
moralization in  the  trade  caused  by  the  publication  thereof,  it  would  not  have 
been  possible  for  us  to  now  secure  the  other  range  properties  I  propose  to 
acquire,  either  by  lease  or  for  any  reasonable  price.  We  simply  knocked  the 
price  of  ore  from  $4  down  to,  say,  $2.50  per  ton.  Now  let  us  take  advantage  of 
our  action  before  a  season  of  good  times  gives  the  ore  prducers  strength  and 
opportunity  to  get  together  by  combination. 

I  trust  that  when  you  read  this  letter  and  my  reports  you  will  not  attribute 
the  strong  position  I  take  to  my  usually  optimistic  nature.  It  Is  true  that  I 
generally  like  the  view  of  the  bright  side  of  affairs,  but  these  practical  matters 
I  have  digested  In  a  thoroughly  judicial  spirit,  and  my  conclusions  are  Ihe 
result  of  great  thought  and  most  thorough  Investigation.  You  do  not  hear  of 
the  many  properties  I  have  condemned  and  turned  down  as  being  not  worthy 
of  your  consideration.  I  have  selected,  for  the  decision  of  my  associates,  only 
the  very  best.  The  Minnesota  Iron  Co.  properties  are  out  of  the  question;  the 
bans  have  been  published,  and  union  with  the  Illinois  Steel  Co.  is  only  a  mat- 
ter of  time.  All  others,  however,  I  have,  in  one  shape  or  another,  had  before 
me.  The  Chapin  Is  too  high  in  phosphorous  and  held  by  too  stiff  a  crowd. 
Other  Menominee  properties  (the  Arngon,  for  Instance,  that  was  sold  the  other 
day)  too  small  and  expensive.  I  have  not  recommended  or  tried  to  lead  you 
into  waste  of  money  on  explorations  of  virgin  property.  Mr.  A.  M.  Byers  told 
me  that  he,  with  Klmberly,  had  worked  for  years,  spending  over  a  million  of 
dollars  In  sinking  shafts  through  solid  rock,  hunting  a  lost  vein  of  ore,  on  the 
Ludlngton  mine,  which  adjoins  the  Chapin.  Please  recall  that  on  the  Mesaba 
Range  I  condemned  poor  properties,  such  as  the  Sauntry  and  others;  that  I 
stood  strongly  against  the  Mahoning,  out  of  which  they  have  great  dilflculty 
this  year  In  mining  any  but  non-Bessemer  ores ;  and  that  I  only  brought  before 
you  for  approval  the  magnificent  properties  on  tlie  Mesaba  Range  that  we  are 
now  operating.  Pardon  me  for  mentioning  the  above.  I  only  do  It  to  ImpreKs 
upon  you  the  fact  that  I  have  analyzed  this  question  most  thoroughly.  I  have 
given  months  of  thought  to  these  questions  where  others  have  scarcely  giv^i 
minutes.  I  know  I  am  right,  and  trust  you  and  your  associates  will  give  me 
opportunity  to  prove  It.  The  future  will  show  that  all  my  predictions  will  come 
true  to  the  letter. 

Yours,  etc.,  Henby  W.  Olitss. 

This  document  was  sent  by  special  messenger  to  Mr.  Prick,  In  London,  and 
by  him  transmitted  to  Mr.  Carnegie  In  Scotland.  Mr.  Carnegie  again  opposed 
the  project.    Thereupon  Mr.  Oliver  dispatched  the  following  cablegram: 

[Telpgmm.] 

Tbx  Cabnbgib  Steel  Ck>.  (I^ro.), 

Pittsburffh,  Pa.,  September  25,  18$7. 
To  Cabnegie,  Laggan: 

I  am  distressed  at  Indications  here  that  Norrle  options  expiring,  on  Monday, 
are  to  be  refused.  It  would  be  a  terrible  mistake.  The  good  times  make  it 
that  I  could  not  possibly  secure  these  options  again  at  50  per  cent  advance. 
The  Norrle  mine  controls  the  whole  situation.    They  have  sold  over  1,(K)0,000 
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tons  tliis  year.  With  the  additional  property  we  will  get  from  the  fee  owners, 
we  secure  fifteen  to  twoity  million  tons  of  the  ore  that  the  Carnegie  Go.  are 
purchasing  this  year,  550,000  ton&  I  will  guarantee,  counting  the  surplus  they 
have  in  their  treasury,  to  return  in  profits  every  dollar  we  invest  in  two  years. 
Do  not  allow  my  hard  summer's  work  to  go  for  naught? 

Hki?by  W.  OLrncB. 

It  will  be  seen  from  this  that  the  Gamegies  had  Just  bought  550,000  tons  of 
this  very  ore,  which  was  yielding  the  mine  owners  $1  to  $1.25  a  ton  profit  By 
instructions  from  Scotland  they  had  made  this  purchase  just  at  Uie  critical  mo- 
ment that  Mr.  Oliver  was  negotiating  for  options  on  the  shares  of  the  Norrle 
mine,  and  his  task  was  made  doubly  difficult  by  the  fact  Before  this  the  Norrie 
owners  had  sold  only  150,000  tons,  as  against  ten  times  Uiat  amount  in  pre- 
vious years.  Notwithstanding  this  embarrassing  purchase,  Mr.  Oliver  was 
able  to  secure  options  from  about  400  stockholders,  who  resided  in  every  part 
of  the  country,  and,  one  might  say,  in  every  part  of  the  world.  This  was  the 
*'  hard  summer's  work  "  which  was  rendered  futile  by  a  word  from  Carnegie. 

On  receipt  of  Mr.  Oliver's  cablegram,  however,  Mr.  Carnegie  so  far  recon- 
sidered his  objections  as  to  leave  the  decision  to  the  chairman  and  board  of 
managers  in  Pittsburgh;  and  these  gentlemen  promptly  authorized  Mr.  Oliver 
to  cloae  the  deal.  This  action  was  the  pivotal  point  In  the  gathering  together, 
by  the  Carnegie-Oliver  interests,  of  the  great  ore  properties  which  gave  them 
their  impregnable  position  in  the  iron  industry  of  the  country.  On  the  organi- 
zation of  the  United  States  Steel  Co.,  the  Carnegie-Oliver  Co.  owned  two-thirds 
of  the  known  northwestern  supply  of  Bessemer  ores — roughly  500,000,000  tons — 
which  Mr.  Schwab  has  since  valued  at  $500,000,000.  It  would  be  difficult  to  find 
a  parallel  to  this  Incident  in  any  romance  of  American  industrialism. 

It  is  only  fair  to  Mr.  Carnegie  to  add  that  he  afterwards  so  Urt  modified  his 
estimate  of  Mr.  Oliver  as  to  offer  him  an  interest  in  the  Carnegie  Steel  Co. 

The  great  value  of  the  gift  which  Andrew  Carnegie  thus  reluctantly  allowed 
Mr.  Frick  to  accept  for  the  company  may  be  further  illustrated.  The  first 
Mesaba  mine  secured  by  Mr.  Oliver  is  of  such  character  that  5,800  tons  of  ore 
have  been  mined  and  loaded  into  cars  of  one  steam  shovel  in  10  hours ;  and  the 
output  for  one  month  was  1^,000  tons.  This  was  the  work  of  only  eight  men. 
Three  such  machines,  made  by  the  Bucyrus  Co.,  of  South  Milwaukee,  mined  from 
its  natural  bed  915.000  tons  of  ore  during  the  season  of  1900,  working  day  shift 
only.  Some  of  the  other  great  mines  are  of  the  same  character.  The  method 
of  mining  is  shown  In  the  accompanying  photographs.  Five  tons  of  ore  are 
lifted  by  the  machine  each  stroke,  and  five  full-weight  lifts  will  fill  a  car.  A 
25-ton  car  can  be  filled  in  two  and  a  half  minutes,  which  is  at  the  rate  of  000 
tons  an  hour.    ♦    •    • 

Having  thus  provided  an  unfailing  supply  of  the  best  Bessemer  ores  at  the 
mere  cost  of  mining  them,  Mr.  Frick  at  once  began  to  elaborate  plans  for  their 
cheap  and  certain  transportation  to  the  furnaces.  A  contract  with  the  Bessemer 
Steamship  Co.,  a  Rockefeller  concern,  insured  the  regular  delivery  of  1.200,000 
tons  a  year  at  Lake  Erie  ports,  and  an  agreement  was  simultaneously  made 
with  the  Pennsylvania  Railroad  for  the  land  haul  of  some  200  miles.  But  this 
condition  of  dependoice  was  unsatisfactory,  and  Mr.  Frick  boldly  talked  of 
building  his  own  railroad  to  the  Lakes.  This  brought  an  offer  from  the  presi- 
dent of  the  Pennsylvania  Railroad  for  better  facilities,  and  Mr.  Frick  proposed 
an  arrangement  under  which  the  Carnegie  Steel  Co.  should  run  its  own  ore 
trains  from  Lake  Erie,  equipped  with  its  own  locomotives  and  crew,  over  the 
Pennsylvania  tracks.  This  plan  was  well  received  by  the  officials  of  the  Penn- 
sylvania Railroad,  but  before  anything  definite  had  been  decided  upon  a  tele- 
gram was  received  from  Mr.  Carnegie  In  Florida,  asking  that  all  negotiations  be 
sDspeoded  until  the  arrival  of  his  letter.  When  this  came  It  was  found  that  he 
had  entered  Into  an  agreement  with  Mr.  Samuel  B.  Dick,  president  of  the  Pitts- 
burg, Shenango  &  Lake  Erie  Railroad  to  reorganize  that  company,  which  was  on 
the  verge  of  bankruptcy,  and  to  build  an  eitension  from  Its  terminus  at  Butler 
to  a  point  on  the  Union  Railroad  at  Bessemer. 

Tide  Plttrt>urgh,  Shenango  ft  Lake  Erie  Railroad  had  had  an  eventful  history, 
Involving  recelver^ps,  reorganizations,  and  consolidations,  and  at  this  time  It 
had  little  more  than  a  right  of  way  and  two  streaks  of  rust,  as  the  saying  is. 
It  had  certain  terminal  facilities  at  Conneaut  Harbor,  however,  and  during 
the  prevloQS  year  (1895)  a  quarter  of  a  million  tons  of  ore  had  been  handled 
there.  The  Government  was  dredging  the  harbor,  and  its  facilities  were  capable 
of  some  improvemeat,  though  not  to  the  extent  expected  when  this  deal  was 
made.    The  harbor  has  frequently  been  Inconveniently  crowded. 
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**  On  July  26,  1S96,  ttie  ilrflt  contract  ^nms  let  for  the  extension  to  Pittsburgb, 
and  Bimnltaneoufily  tbe  work  of  renewing  the  old  track  was  begtm.  One- 
hiinflred'ponnd  rails  were  hild  down,  grades  lowered,  wooden  treetleB  replaced 
with  steel,  and  In  other  ways  the  road  was  so  changed  as  practically  to  make  It 
a  new  one.  A  maxlmnm  sonth-bonnd  grade  of  81  feet  per  mile  was  secured  over 
the  entire  route,  an  achievement  of  no  small  diffiC9lty  in  the  hilly  parts  of 
western  Pennsylvania.  A  steel  bridge  across  the  Allegheny  two-thirds  of  a 
mile  long  was  the  most  noteworthy  engineering  feature  of  this  road;  and  the 
whole  wortc  of  renewal  and  the  building  of  42  miles  of  new  track  occupied 
only  15  months.  By  October  4,  1807,  ore  trains  consisting  of  85  steel  cars^ 
each  carrying  100,000  pounds,  were  running  from  the  company's  own  docks  on 
Lake  Erie  over  the  company's  own  line  to  Bessemer  and  there  distributed  over 
the  company's  Union  Railroad  to  the  blast  furnaces  at  Braddock,  Duquesne, 
and  Pittsburgh.  It  was  a  long  step  in  the  progress  toward  self-sufficiency  at 
which  Mr.  Frick  had  long  been  aiming ;  and  it  had  cost  nothing  beyond  an  issue 
of  bonds,  which  the  volume  of  traffic  furnished  by  the  Carnegie  Steel  Go.  itself 
made  gilt  edged. 

The  results  of  the  operation  of  this  road,  now  known  as  the  Pittsburgh,  Bes- 
semer &  Lake  Erie,  and  its  docking  fttcillties  at  Oonneaut,  as  set  forth  by  Mr. 
T.  J.  Odell,  its  former  vice  president,  are  as  follows : 

*'  The  lowest  rate  per  ton  per  mile,  the  highest  average  length  of  revenue  haul 
in  proportion  to  its  track  mileage,  the  greatest  d^islty  of  tonnage  In  proportion 
to  its  freight-train  mileage,  the  greatest  average  paying  "toad,  end  the  lowest  ton- 
mile  cost  of  any  road  on  the  American  continent  reporting  to  the  Interstate  Cmu- 
merce  Commission.  The  average  paying  load  of  all  its  freight  trains,  including 
three  branches,  and  with  but  little  back  loading,  was,  for  the  year  ending  Decem- 
ber 31, 1809,  777  tons.  It  is  confidently  expected,  when  the  south  and  north  bound 
tonnage  is  70  per  cent  and  30  per  cent,  respectively,  and  the  tonnage  reaches 
5,000,000  tons  annually,  as  it  promises,  that  the  average  paying  load  will  be 
not  lees  than  900  tons,  or  four  and  one-half  times  greater  than  the  present 
average  paying  load  of  the  country.  The  maximum  weight  of  tiie  paying  load 
for  the  year  was  1,680  net  tons,  with  the  average,  as  before  stated,  of  777 
tons.  Of  the  ore  trains  each  earned  on  a  34-mill  rate  per  ton  per  mile  (gross 
tons)  15.13  per  train-mile.  The  road  is  laid  with  100-pound  rails  and  the  track 
ballasted  with  ftirnace  slag.  The  bridge  will  carry  6,600  pounds  to  the  linear 
foot  The  standard  locomotive  is  the  consolidation  pattern,  having  cylinders 
22  by  28  Inches  and  weighing  170,000  pounds  on  the  driven  alone.  The  ore 
equiiMnent  consists  mostly  of  steel  carp,  weighing  17  tons  and  carrying  60  tons 
of  ore.  The  company  Is  having  built  a  few  of  what  will  prove  to  be  the  heavi- 
est locomotives  in  the  world,  having  cylinders  23  by  32  Inches  and  weighing 
217.000  pounds  on  the  drivers.  With  these  locomotives  the  total  weight  of  an 
ore  train,  including  tbe  locomotive  and  light  weight  of  the  cars,  will  be  about 
2,600  tons." 

But  it  is  not  only  in  the  operation  of  the  road  that  greatest  economy  is 
obtained,  but  also  iu  the  transfer  of  the  ore  from  the  lake  steamers  to  the 
trains.  The  steel  company  owns  the  entire  harbor  at  Conneaut  Nine  sldps 
can  be  docked  at  the  same  time.  Tweuty-flve  tliousand  tons  of  all  classes  of 
frei^t  can  be  handled  every  10  hours.  The  most  modem  machinery  is  used 
for  handling  ore  and  coal.  A  6,000-ton  ship  can  be  cleiired  in  14  houra,  and  In 
the  same  time  from  the  moment  the  hatches  are  opened  the  ore  can  be  at  the 
furnaces  at  Pittsburgh.  A  new  steam  shovel  was  completed  last  winter,  by 
which  a  train  of  35  or  40  cars  will  be  loaded  with  ore  in  two  hours.  A  4(MaD 
car  of  coal  can  be  unloaded  and  partly  trimmed  in  the  i^lp  in  86  seconds. 
Most  of  the  switching  at  Oonneaut  is  done  by  the  haulage  system  (a  cable  mn* 
ning  between  the  rails  at  about  4  miles  per  hour).  The  operating  officers 
believe  that  with  this  railroad  the  utmost  Hniil^  of  all  that  is  possible  In 
solving  the  problem  of  cheap  transportation  has  been  reached.  Their  addeve- 
ment  shows  what  remains  to  be  done  and  can  be  done  by  the  other  railroads  of 
this  country  in  the  same  direction.  ' 

The  only  gap  that  now  remained  was  that  on  the  Ivakes.  To  fill  it  the  com- 
pany should  operate  its  own  line  of  steamers.  While  the  contract  with  the 
Bessemer  Steamship  Co.  provided  for  the  conveyance  of  1,200,000  tons  a  y«iir. 
the  steel  company  was  dependent  upon  the  small  fleet  of  ships  owned  by  indl- 
vldnals  to  a  greater  extent  than  seemed  desirable,  and  early  in  1899  the  Oliver 
Iren  Mining  Co.  purchased  the  Lake  Superior  Iron  Co.*s  fleet  of  six  veasela,  each 
capable  of  carrying  3,000  tons,  as  well  as  its  ore  properties  on  tbe  Marquette 
Range.    Before  taking  over  these  steamers  at  the  end  of  ttie  year  certain 
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ill  organlMitioii  were  maAe  In  oonfortalty  with  the  miggeiAlons  of  Mr. 
OliTer,  contained  in  the  following  letter  to  the  board  of  mftnagisrs  of  the  Cattt^ 
gle  Bteei  Ck>. : 

'^  Under  o«r  attomegr'a  advice,  taking  in  yiew  the  legal  complications  that 
might  arise  in  a  mining  coMiMny  being  Interested  in  navlgcftiona,  we  have  set- 
tled that  oar  ventare  In  Qie  purchase  nnd  btilidlng  of  vessels  on  the  Great  Lakes 
Aoald  be  conducted  under  an  organisation  distinct  from  the  Oliver  Iron  Mining 
Go.    We  have  taken  out  a  charter  and  organized  the  Pittsburgh  Steam^ip  C6. 

"llie  officers  of  the  coiapany,  the  board  of  directors,  and  the  stock  interests 
are  identical  with  those  of  t%e  Oliver  Iron  Mining  Go. 

''To  llnanoe  the  coanpeny  I  propose,  first,  a  paid-up  capital  stock  in  cash  of 
$1^000,000  and  the  Issue  of  5  per  cent  gold  bonds,  interest  payable  semiannually, 
of  14,000,000.  The  Union  Trust  Co.  of  Pittsburgh  to  be  the  trustee  of  a  lifcort- 
gage  eoverlBg  all  the  vessels  of  the  fleet,  and  to  issue  to  the  purchasers  of  the 
bowls  iBterim  certificates  for  SO  per  cent  of  the  cost  of  the  vessels  on  de- 
livery to  them  of  satisfactory  bills  of  sale  or  chattel  mortgages  for  each  vessel 
as  It  is  tmiied  over  by  the  seller  or  the  builder  of  the  vessel  to  the  new 
oompeny;  that  is  to  say,  as  ftist  as  each  vessel  is  delivered  to  the  new  com- 
pany, the  bondholdel^  advance  80  per  cent  of  its  cost  and  the  stockholders  tlie 
remaining  20  per  cent  of  its  cost.  On  the  completion  of  the  fleet,  as  now 
projected,  bondts  in  proper  shape,  reciting  what  vessels  they  cover,  with  proper 
requirements  for  insurance,  etc.,  will  be  exchanged  by  the  trust  company  for 
the  interim  certificates  above  recited.  The  cost  of  the  vessels  under  contract 
(which  is  all  we  propose  to  acquire  this  season)  aggregate  about  $2,900,000. 

**  Kindly  advise  me  If  the  above  plan  Is  satisfactory  to  the  Carnegie  interests. 

"Bonds  to  be  payable  as  follows: 

"Series  A,  6  years $1,990,000 

"Sertes  B,  10  years 1,600,000 

"Series  C,  16  years 1,690,000 

"  Total - ^ 4, 000.  €00 

In  this  way,  en  the  very  day  of  Mr.  Prick's  retirement  from  the  chairmiiBBhlp 
of  the  Oarncc^ie  Steel  Co.,  the  huge  corporation  became  a  complete  industrial 
unit,  owning  everything  it  needed  in  Its  business,  controlling  every  movement 
of  its  material,  and  in  all  its  operations,  from  mining  the  crude  ore  to  tlie 
shipment  of  the  finished  steel,  paying  no  outsider  a  price. 

From  pages  277,  278,  279,  280,  281,  282,  283,  284,  285,  286,  288, 
289,  290,  291,  and  292 : 

At  a  meeting  of  the  board  of  managers  of  the  Carnegie  Steel  Co.  (Ltd.),  held 
at  the  general  offices  of  the  association,  Carnegie  Building,  Pittsburgh,  Pa.,  at 
12.30  p.  m.  on  Monday,  Jnnuary  16,  1890,  there  were  present  Messrs.  Frlck 
(chairman),  Singer,  Schwab,  Peacock,  Phipps,  Clenison,  and  Lovejoy  (secre- 
tary) ;  also  Merars.  George  Lauder,  James  Gayley,  and  H.  P.  Bope.  (Mr. 
Curry  in  Pasadena;  Mr.  WIghtman  in  Florida.) 

The  minutes  of  the  meeting  of  the  board  of  managers  held  January  10  were 
rend  and,  on  motion,  approved. 

The  following  communication  from  the  president  of  the  board,  under  date  of 
January  12,  was  read: 

"As  reported  by  Mr.  Phipps  last  week,  we  have  finally  closed  for  the  purchase 
of  the  Bethlehem  plate  mills,  which  purchase  the  board  has  already  approved. 

"Tlie  mills,  as  you  are  aware,  comprise  a  slabbing  mill  of  the  latest  design; 
0  12&inch  plate  mill,  complete  In  every  particular;  and  a  42-inch  universal 
mill  of  the  latest  and  best  construction.  There  are  no  changes  In  all  these  mills 
we  would  suggest 

"  We  should  have  a  capacity  of  12,000  to  14,000  tons  of  plates  out  of  these 
mills,  besides  some  excess  of  slabs,  which  conlrt  bo  sold  outside. 

•*It  is  estimated  that  the  cost  of  putting  these  mills  in  operation — founda- 
tion,  bnlldings,  furnaces,  etc.— will  be  approximately  |500,000,  and  would  like 
the  hoard  to  authorize  this  expenditure." 

The  following  communication  from  W.  E.  Corey,  general  superintendent 
Homestead  Steel  Works,  to  the  president,  under  date  of  January  11,  was  read : 

"The  building  of  10  uew  furnaces  at  open  hearth  No.  3  will  cost  about 
$80,000  per  furnace,  or  a  total  of  $800,000.  This,  of  course,  includes  all  cranes. 
tracks,  grading,  filling  In,  etc.,  and  also  a  stripper  for  the  stripping  of  large 
bigots  for  the  new  slabbing  mill. 

"  Kindly  authorize  the  expenditure  of  this  money  and  oblige. 
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The  following  communication  from  the  president  to  the  board,  under  date  of 
January  12,  was  read: 

**  The  demand  for  open  hearth,  instead  of  Bessemer  steel,  is  increasing  each 
day.  A  careful  calculation  would  indicate  that  10  additional  open-hearth  for- 
naces  are  necessary  for  our  Homestead  Steel  Works. 

"  Inclosed  please  find  Mr.  Ck)rey's  estimate  and  recommendation  f6r  same. 

^We  would  propose  making  the  furnaces  identical  in  every  particular  with 
those  now  built,  which  have  been  very  satisfactory. 

"Would  recommend  that  the  board  permit  me  to  proceed  with  the  ^-ection 
of  these  furnaces  at  once.    They  can  be  completed  within  about  five  months.*' 

Messrs.  Phipps  and  Clemson  moved  the  authorization  of  an  appropriation 
of  $1,800,000  in  accordance  with  the  recommendations  of  the  president. 

Mr.  Fbick.  That  cost  appears  high. 

Mr.  Schwab.  Mr.  Corey  admits  that  it  is  high,  but  does  not  ¥rant  to  get 
caught  again  with  an  insufficient  appropriation.  He  will  not  waste  money, 
and  if  all  is  not  needed  so  much  the  better. 

Mr.  Fbick.  We  must  have  the  furnaces  anyway,  and  may  as  well  appro- 
priate the  outside  cost.  These  are  large  amounts,  but  the  whole  matter  has 
been  thoroughly  discussed  outside  of  the  board  meetings,  and  all  appear 
satisfied. 

Mr.  Schwab.  These  furnaces  will  increase  our  capacity  30,000  tons  of  open- 
hearth  ingots  per  mouth.  This  purchase  Tenders  it  unnecessary  to  build  the 
plate  mill  which  was  agreed  upon,  although  no  appropriation  was  authorised 
when  we  discussed  the  car  works.  There  is  no  plant  I  know  of  so  well 
equipped  as  this.    It  is  the  latest  and  best  in  plate  mills. 

Mr.  liAUDEB.  It  is  the  right  thing  to  do. 

The  motion  was  adopted,  the  vote  being  unanimous,  and  all  present  con- 
curringp 

The  following  communication  from  W.  E.  Corey  to  the  president,  under  date 
of  December  30,  was  read: 

"  In  Hue  with  my  conversation  with  you  conceniiug  the  changes  in  beam 
yard,  beg  to  make  the  following  report.  In  the  first  plan  as  proposed  in  my 
letter  of  Nov^nber  18,  it  will  necessitate  the  exxienditure  of  $40,000,  and  would 
enable  us  to  make  an  average  delivery  of  10  days'  time  on  all  beam  and  channel 
orders. 

"  Under  this  arrangement  30  per  cent  of  all  beams  and  channels  would  be 
cut  from  stock,  which  would  increase  the  cost  per  ton  on  beams  and  channels 
shipped  from  Homestead  8  cents  i3er  ton. 

''Now,  in  going  over  this  matter  the  second  time,  it  seems  to  me  that  it 
would  not  be  a  paying  investment  to  spend  $40,000  and  increase  the  cost  of 
production,  if  there  is  any  other  alternative. 

"Now,  if  our  customers  could  be  satisfied  with  an  average  delivery  of  15 
days  on  all  orders,  I  would  recommend  that  nothing  be  done  toward  this  ex- 
penditure for  another  year,  or  until  it  is  decided  to  move  the  fitting  shop. 

"  I  would  therefore  ask  that  you  authorize  an  expenditure  in  the  beam  yard 
of  $15,000,  to  be  expended  as  follows:  $6,000  each  for  two  10-ton  electric 
traveling  cranes,  one  to  be  placed  immediately  outside  the  40-lnch  mill  at  the 
roadway,  and  the  other  at  No.  3  roadway  to  handle  material  from  the  small 
saw;  $3,000  to  be  spent  in  moving  small  saw  40  feet  due  west  from  the  present 
location,  and  making  necessary  change  in  tracks. 

''This  would  enable  us  to  make  15-day  deliveries  without  increasing  the 
cost  of  production. 

"Kindly  advise  me  at  your  earliest  convenience  what  you  think  of  this 
proposition." 

Mr.  Schwab.  These  are  only  additional  cranes  for  the  beam-yard  equipment 
we  have  now.  While  we  save  nothing  by  the  expenditure,  we  save  in  time 
of  filling  orders. 

Mr.  Fbick.  Money  spent  in  expediting  delivery  is  well  spent,  and  especially 
now  when  we  expect  so  large  a  business. 

Mr.  Schwab.  When  this  matter  first  came  up  in  November,  I  was  unwilling 
to  recommend  the  expenditure  of  $40,000,  and  referred  Mr.  Corey's  letter  back 
to  him.  When  we  rebuild  the  fitting  shop,  we  can  si)end  the  $40,000  to  very 
much  better  advantage.    I  would  recommend  the  expenditure  of  $15,000. 

On  motion  (Peacock  and  Singer),  the  expenditure  of  $15,000,  as  recom- 
mended by  the  president,  was  authorized,  the  vote  being  unanimous. 

The  following  letter  from  W.  B.  Corey  to  the  president,  under  date  of 
January  11,  was  read: 
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*'  Please  find  below  an  approxUnate  eatimate  of  expenditure  for  improvements 
at  onr  Carrie  famace8»  as  recommended  by  Mr.  O.  K.  Hamf eldt,  superintendent : 

"Ftamace  with  new  shell,  downtake,  and  dust  catcher,  with  linings. 
Incline  with  top  arrangem^it,  hoisting  engine,  and  one  coke  and 
limestone  bin,  with  track  for  stock  yard,  complete |136,000 

Extension  and  relining  of  two  stoves 18,000 

One  compoond  condensing  blowing  engine,  40  Inches  by  72  inches  by 
00  inidies  by  84  inches,  with  foundation,  extension  to  blowlng^nglne 
house,  with  foundations  and  piping 46, 000 

Welse  condenser,  3,600  horsepower,  complete .._    18,000 

Total 218,000 

"  The  detailed  plans  for  same  have  not  as  yet  been  completed^  but  as  soon  as 
completed  I  will  arrange  with  Mr.  Gayley  to  go  over  them  with  Mr.  Hamfeldt. 

*'  Kindly  advise  me  if  you  will  authorise  the  expenditure  of  this  mon^." 

Messrs.  Phipps  and  Clemson  moved  the  authorization  of  an  expenditure  of 
«218»000. 

Mr.  Schwab.  That  will  put  Carrie  No  2  in  practically  the  same  shape  as  our 
other  furnaces,  and  will  make  the  furaace  equal  to  *'F*'  or  "G."  It  is  in 
this  direction  we  must  go  in  making  improvements. 

Mr.  Gatlet  (in  reply  to  the  chairman).  It  should  increase  the  product  100 
tons  per  day. 

Mr.  Schwab.  We  have  no  place  to  use  the  surplus  steam  at  Carrie,  and  it 
will  not  pay  us  to  compound  the  engines  there  at  present.  We  can  compound 
them  later  on  if  it  is  found  advantageous. 

Mr.  SiHOKB.  This  is  a  wise  thing  to  do. 

Mr.  Peacock.  We  should  put  all  our  furnaces  in  good  shape. 

Mr.  Oatlxt.  I  am  satisfied  we  need  to  do  this. 

Mr.  Clemson.  It  is  a  mistake  to  do  anything  else  but  keep  our  furnaces  in  the 
best  pcMSslble  condition. 

Mr.  LAtmxB.  I  think  it  is  the  right  thing  to  do. 

Mr.  Phuts.  We  all  expected  to  do  this  when  we  l>ought  the  plant. 

Mr.  liOVEJOT.  It  is  in  line  with  bur  policy  and  should  be  done. 

Mr.  Gayley.  The  Carrie  Furnace  Co.  intended  to  do  a  part  of  this  work  if 
they  had  not  sold. 

Mr.  Fbick.  It  is  a  large  amount,  but  to  our  willingness  to  spend  large  amounts 
in  improvements  we  owe  onr  success. 

The  motion  was  adopted,  the  vote  being  imanlmons. 

Mr.  Schwab.  At  a  meeting  in  New  York  of  our  principal  partners  and  man- 
agers it  was  decided  that  the  following  changes  and  new  interests  should  be 
made,  commencing  with  January  1,  1899,  subject  to  the  approval  of  the  board 
and  of  the  shareholders : 

It  is  proposed  to  give  one-ninth  per  cent  to  each  of  the  following:  W.  E. 
Dickson,  A.  C.  Case,  John  McLeod,  Charles  W.  Baker,  and  to  give  an  increase 
of  one-ninth  per  cent  to  James  Gayley,  one-sixth  per  cent  to  D.  M.  Clemson, 
one-ninth  per  cent  to  A.  M.  Moreland,  one-ninth  per  cent  to  L.  T.  Brown, 
two-ninths  per  cent  to  J.  E.  Schwab. 

On  motion  (Sipger  and  Peacock)  the  following  resolution  was  adopted: 

Resolved,  That  F.  T.  F.  I-.ovejoy,  trustee,  be,  and  is  now  hereby,  directed, 
authorized,  and  empowered  to  transfer  out  of  trust  "  N  "  certain  capital  of  this 
association  to  the  persons  and  in  the  amounts  named  as  follows:  To  James 
Gayley,  one-ninth  per  c«it,  or  $27,777.78 ;  to  D.  M.  Clemson,  one-sixth  per  cent, 
or  $41.066.67 ;  to  A.  M.  Moreland,  one-ninth  per  cent,  or  $27,777.78,  at  Its  book 
▼aloe  at  the  close  of  business  December  31,  1808 ;  subject  to  all  of  the  conditions 
of  the  "Ironclad  agreement,"  and  subject  also  to  confirmation  at  the  next 
meeting  of  the  shareholders;  and 

Aesoived,  That  having  so  done.  F.  T.  F.  Lovejoy  be  released  and  discharged 
from  any  further  accountability  as  to  his  trusteeship  for  the  seven-eighteenths 
per  cent  of  the  capital  of  this  association,  the  transfer  of  which  is  authorized 


Tlie  vote  being  unanimous. 

On  motion  (Singer  and  Peacock),  the  following  resolution  was  adopted : 

Resolved,  That  F.  T.  F.  Lovejoy,  trustee,  be,  and  is  now  hereby,  directed, 

authorized,  and  empowered  to  transfer  out  of  trust  "  N  "  certain  capital  of  this 

association  to  the  trust  accounts  and  in  the  amounts  named  as  follows:  To 

tmst  •*  W,**  for  U  T.  Brown,  one-ninth  per  cent  of  1  per  cent,  or  $27,777.77 ;  to 
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trust  ''AB/*  for  J.  B.  MHwiib,  two-nliitim  per  cent  of  1  l^r  cent,  or  m,fl55.56; 
to  tn»t  "AB,"  for  W.  B.  Diokson,  oDe-niatii  per  cent  ef  i  per  cent,  or  927,717.78; 
to  trust  "AF/'  for  A.  G.  Case,  one-nintb  per  cent  of  1  per  cent;  or  #27,777.78;  to 
triHst  "AG,"  for  Jolin  McLeod,  one-ninth  per  cent  of  1  per  cent,  or  427,777.78 ; 
to  tmst  "AH,"  for  Charles  W.  Baker,  one-ninth  per  cent  of  1  per  cent,  or 
$27,777.78 ;  the  same  having  been  sold  to  sai4  p^i9onB  at  book  value  DeeeBabo- 
31, 1808 ;  subject  to  all  of  the  conditions  of  the  "  Ironclad  agreement,*'  and  enb- 
ject  also  to  confirmation  at  the  next  meeting  of  the  shareholders. 

The  vote  being  unanimous. 

Mr.  Schwab.  As  the  members  of  the  board  are  aware,  I  go  ESast  to-niglit  and 
sail  for  Southampton  on  Wednesday,  expecting  to  be  back  here  April  4.  Dur- 
ing my  absence  the  plans  for  the  new  car  works  will  proceed  without  any 
delay,  and  be  ready  with  actual  bids  for  all  the  machinery  and  other  contract 
items  by  April  1,  when  an  estimate  of  the  cost  will  be  given  to  the  board  and 
an  appropriation  asked  for.    No  expenditure  will  he  necessary  meantime. 

In  reply  to  die  chairman,  I  have  not  figured  closely  on  the  cocft  at  all,  but 
would  say,  In  round  figures,  the  works  will  cost  from  $760,000  to  $1,000,000. 

Mr.  Peacock.  I  think  while  we  are  on  the  subject  of  car  works  It  would  be 
well  to  consider  our  present  positioli  with  the  ^ew  steel-car  combination,  miey 
have  already  approached  us  on  the  subject  of  a  contract,  and  would  be  willing 
to  buy  probably  1,000  tons  of  steel  per  day,  provided  we  stay  out  of  the  steel- 
car  business.  I  think,  under  a  favorable  contract,  I  would  favor  this,  espe- 
cially since  they  are  reorganized  and  will  be  in  good  financial  condition  and 
safe  to  sell  to. 

Mr.  Schwab.  I  do  not  think  anything  should  prevent  our  going  ahead  with 
our  car  works. 

Mr.  Clemson.  There  Is  room  for  two,  and  tii^  will  have  to  come  to  us. 

Mr.  Phipps.  I  would  favor  going  ahead. 

Mr.  Laudeb.  It  would  bear  some  thought,  but,  on  t3ie  whole,  I  think  I  would 
go  ahead  with  the  works. 

Mr.  Singer.  I  think  we  should  go  ahead  with  our  plane,  but  I  am  a  little 
inclined  to  agree  with  Mr.  Peacock.  There  Is  a  great  deal  of  detail  connected 
with  the  car  business,  and  we  will  probably  make  as  much  money  if  we  sell 
the  plates  as  if  we  turned  the  plates  into  cars  and  sold  them. 

Mr.  Gayley.  I  would  go  ahead  with  the  works. 

Mr.  Clemson.  I  would  build  the  car  works,  and  would  also  look  Into  the 
steel-pipe  business.    I  believe  there  is  money  in  that. 

Mr.  LovEJOY.  I  think  we  should  go  ahead  with  the  worlcs,  believing  we  can 
sell  both  plates  and  cars,  and,  having  the  car  works,  we  can  compel  Bchoen- 
Fox  to  buy  from  us. 

Mr.  Fbick.  Is  our  car  as  good  as  the  Schoen  or  Pox  car? 

Mr.  Schwab.  I  think  it  is  better,  but  it  is  heavier.  We  expect  to  improve 
on  it,  and  I  believe  we  can  make  it  as  light  as  theirs  and  at  the  same  time  a 
better  and  stronger  car. 

Mr.  Fbick.  I  am  strongly  in  favor  of  going  ahead.  There  will  be  room  for 
both. 

Mr.  Clemson.  We  brought  in  some  good  gas  wells  during  the  latter  part  of 
December,  and  we  are  now  in  as  good  shape  for  gas  as  we  were  this  time  last 
year.     I  will  guarantee  a  sufficient  supply  of  gas  for  this  year. 

Mr.  Fbick.  That  is  very  gratifying  news. 

At  this  point  Mr.  Clemson  withdrew  from  the  meeting,  having  been  called  as 
a  witness  in  a  case  pending. 

A  letter  from  Andrew  Carnegie  to  the  president,  under  date  of  December  30, 
was  read  as  follows: 

"  Several  times  I  have  been  upon  the  point  of  writing  you  about  settling  with 
James  C.  Carter,  the  lawyer,  here. 

"  We  consulted  him  in  regard  to  your  claim  against  the  Government  for  re- 
mission of  fine  imposed — for  supplying  defective  armor  plate.  I  suppose  It  is 
the  general  feeling  tliat  we  had  better  not  disturb  that  question,  better  just 
let  it  pass.  If  yon  find  this  to  be  so  in  the  board,  then  I  should  like  a  note 
written  to  Mr,  Carter,  stating  that  we  do  not  wish  the  ease  pursued  any  fur- 
ther, and  to  send  us  his  bill.    His  address  is  No.  2T7  Lexington  Avenue." 

Mr.  Fbick.  Suppose  Mr.  Phipps  should  write  to  Mr.  Carter  In  effect  as  fol- 
lows: 

**  We  have  not  yet  decided  whether  or  not  we  wish  to  abandon  our  cMm,  but 
should  we  decide  to  press  it  we  would  wish  to  retain  him.  Meantime,  however, 
as  the  case  has  been  hanging  fire  for  some  time,  we  would  be  glad  to  have  a 
bill  for  his  services  to  date,  which  we  will  pay." 
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Tbat  oompliee  wMh  Mr.  Oaniegie*B  wlih,  and  at  tht  name  time  does  not  dose 
the  Blatter  absolutely. 

una  ttMt  witb  gen^eml  apivotal,  and»  on  motion,  the  matter  waa  00  decidea 
upiiii 

Mr.  FuGK.  I  woold  like  to  mik  Mr.  Peaeock  If  he  is  selling  mach  material 
to-di^,  and  if  he  is  gettftng  adraneed  prieea? 

Mr.  Pbaoook.  I  thhik  the  only  Increase  fti  htlleta  sold,  lOiown  tai  our  state- 
mests  during  the  last  four  weeks,  has  been  where  we  have  sliding  contracts. 
We  hare  to-day  nothing  to  sell  hut  structural  material,  on  which  we  are  getting 
good  prtoes. 

We  have  under  oonslderation  a  oentract  with  the  American  Tin  Plate  do.,  of 
New  Jersey,  which  has  been  agreed  to  sabject  to  the  action  of  the  board. 

Tile  contract  was  read  In  full,  the  features  thereof  being : 

'*QmeMUt1f, — One  himdred  and  twenty-five  thousand  gross  tons  of  tin  and 
bUKA:  plates,  bars  (not  Intinding  sheet  bars),  per  year,  for  a  period  of  fire  years, 
from  July  1,  1800^  and  thereaner  until  after  one  year's  written  notice,  which 
iBsy  be  given  Iht  either  party  en  or  after  July  1, 1003. 

**  The  amoimt  to  be  added  to  the  price  of  pig  iron  for  sheet  bars  shall  be  as 
foHows: 

Price  when  the  price  of  pig  iron  per  gross  ton  is — 

$8.09  or  under $5.45 

19  to  $9.99 ^— : 5. 60 

$10  to  $10.99 5. 75 

$11  to  $11.90 6.  oa 

$12  to  $13.99 6. 25 

$13  to  $14.99 6. 50 

$13  to  $14.99 6. 75 

S15  to  $15.99 7. 00 

$16  or  over 7.25 

*  Price  to  be  fixed  monthly  and  averaged  for  six  months. 

**  P«]/men/a.— Cash  on  the  20th  of  each  month. 

**D€Hverie9. — ^Approximately  10,416  tons  per  month. 

**  Buyer  may  specify  up  to  10  per  cent  basic  open  hearUi  at  $1.59  per  ton 
advance. 

*•  Buyers  may  not  resell  without* first  putting  material  through  a  process  of 
oftttnufacture. 

**  Sellers  agree,  so  long  as  the  buyers  perform  their  part  of  this  contract, 
'  they  will  not  sell  to  any  competitive  person  or  company  in  the  United  States 
tin  or  black  plate  bars  of  the  character  covered  by  this  contract/  and  sellers 
agree  'not  to  enter  into  competition  with  the  Carnegie  Steel  Co.  (Ltd.)  in  any 
of  the  products  which  the  Carn^ie  Steel  Co.  (Ltd.)  manufactures  during  the 
life  of  this  contract' 

"Buyers  also  agree,  if  their  capacity  be  increased,  sellers  shall  have  the 
privilege  of  selling  the  same  proportion  of  the  new  requirements. 

''Any  dlq>ute  as  to  price  to  be  referred  to  A.  H.  Chi  Ids." 

Mr.  PaiCK.  Would  it  not  be  well  to  have  all  matters  of  dispute  under  this 
contract  referred  to  an  arbitrator? 

Mr  Pkacock  It  might  be,  although  our  attorne5'S  advise  us  our  pos^ition  is 
better  if  we  do  not  agree  to  defer  all  matters  to  an  arbitrator,  since  we  would 
probably  be  compelled  to  appeal  to  the  courts  to  sustain  the  award  of  an  arbi- 
trator, and  we  might  as  well  fight  out  the  whole  thing  in  court. 

Mr.  Fbigk.  I  do  not  agree.  The  decision  of  an  arbitrator  is  usually  binding 
and  conclusive  among  reputable  business  concerns. 

All  ^)oke  in  favor  of  the  making  of  this  contract,  and  on  motion  (Schwab  and 
Phipps)  its  execution  was  authorized,  the  vote  being  unanimous. 

Mr.  Pkacock.  This  r^resents  25  per  cent  of  their  total  requirements  of  last 


Mr.  Schwab.  It  Is  more  than  double  what  we  sold  last  year. 

Mr.  Peacock.  We  have  in  process  of  negotiation  a  contract  with  the  National 
Transit  Co.  for  plates,  but  it  is  not  quite  in  shape  to  report  to  the  board.  It 
also  is  a  sliding  scale,  and  on  $10  pig  gives  up  $1.15  for  sheared  plates. 

Mr.  Schwab  (In  x^ly  to  the  chairman).  That  would  give  us  $8  per  ton 

profit. 

On  motioD  (PhU^M  and  Schwab)  the  making  of  this  contract  was  left  with 
Mr.  Peacock,  with  power  to  act 
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Messrs  Gayley  and  Glemaon,  appointed  as  a  committee  December  18,  made 
the  following  report: 

"The  committee  appointed  to  investigate  the  property  of  the  Pittsbargh  St 
Conneant  Dock  Ck>.,  at  Conneaut  Harbor,  Ohio,  to  determine  if  land  was 
available  for  the  erection  of  a  blast-furnace  plant  would  report  as  follows: 

"'A  number  of  plans  have  been  prepared  to  determine  the  best  location, 
and  with  such  plans  before  us  a  personal  inspection  of  the  property  was 
made  during  the  past  week.  The  plot  selected  is  Just  east  of  the  present  ooal- 
unloading  slip.  The  new  drawbridge  crossing  the  creek  to  the  new  dock  wU! 
permit  the  largest  ore  vessels  to  pas.  At  a  point  on  the  creek  300  feet  east 
uf  the  drawbridge  the  vessels  can  turn  into  a  slip,  which  will  have  to  be 
dredged,  which  allows  ample  room  for  stockyards  and  furnace  plant  on  the 
east  side.  By  this  arrangement  there  is  obtained  on  the  western  side  a  strip 
of  ground  400  feet  wide,  which  can  be  used  by  the  dock  company  in  further 
dock  extensions;  the  length  of  such  dock  can  be  from  1,000  to  2,000  feet  long, 
as  found  necessary  to  dredge.  There  is  provided  in  this  arrangemoit  ample 
room  for  a  furnace  plant  betwe^i  the  slip  and  the  hillside,  and  l^igthwiae 
will  be  found  room  for  a  number  of  furnaces.  The  low  ground  extending 
along  the  railroad  for  some  distance  affords  an  excdlent  space  for  disposal 
of  slag  for  many  years,  or  the  slag  can  Just  as  readily  be  conveyed  to  the 
upper  end  of  the  new  dock  and  dumped  into  the  lake,  and  in  this  way  pro- 
viding for  dock  extensions.  There  is  sufficient  flat  land  adjoining  the  furnace 
location,  of  which  the  dock  company  owns  part,  which  if  filled  with  slag  would 
be  suitable  for  steel  works  and  other  manufactories.' 

"  The  slip  your  company  had  in  view  for  a  furnace  site  comprised  about  25 

acres,  with  plenty  of  Just  as  suitable  property  adjoining. 

"  The  dock  frontage  at  Ckmneaut  for  discharging  ore  is  as  follows : 

Feet. 

Old  dock 1, 900 

Direct  unloading  dockw^ 1,200 

New  dock  (under  construction) 1,100 

Totol 4, 200 

New  dock  can  be  extended 1,100 

Furnace  dock  as  outlined 1,000 

Making  a  total  of 6,300 

"  and  this  can  be  Increased  by  extensions  into  the  lake  and  of  the  furnace  slip. 
The  above  figures  are  for  ore  unloading  alone  and  do  not  include  the  side  of 
dock  for  coal  or  rail  unloading. 

"A  furnace  at  Conneaut  Harbor  making  300  tons  of  iron  per  day  would  re- 
quire per  annum  100,000  net  tons  of  coke  and  40,000  gross  tons  of  limestone." 

Mr.  Fbick.  We  will  leave  that  report  on  the  minutes  for  consideration  and 
take  up  the  matter  at  some  future  time. 

Mr.  Gayet.  We  have  made  the  following  purchases  of  manganese  ore : 

Caucasian  ore. — Everitt  &  Co.,  10,000  tons,  at  10}  pence,  shipment  March 
to  September;  F.  Haeberlin,  10,000  tons,  at  lOf  pence,  shipment  March  to 
October ;  John  Carr  &  Co.,  6,000  tons,  at  10}  pence,  shipment  March  to  May. 

Cuban  are. — ^We  have  purchased  from  the  Ponupo  Mining  &  Transportation 
Co.  their  product  for  this  year  up  to  25,000  tons  at  24  cents  per  unit  at  seaboard. 

Mr.  Gatlet  (in  reply  to  the  chairman).  We  have  several  old  Caucasian  ore 
contracts  at  lower  prices  than  these,  but  find  it  difficult  to  get  deliveries. 
Making  these  contracts,  we  will  be  able  to  get  deliveries  under  both  the  old  and 
new  contracts.  These  prices  on  Caucasian  ore  are  up  about  $1.S0  per  ton, 
while  the  Cuban  contract  has  come  down  about  |2  per  ton.  The  average 
inrcease  in  the  cost  of  ferromanganese  this  year  will  be  $1.50  per  ton. 

Mr.  Peacock.  But  we  are  getting  from  $4  to  $5  per  ton  more  for  ferro  than 
we  did  a  year  ago. 

On  motion  (Schwab  and  Peacock),  the  purchases  reported  were  approved, 
ratified,  and  confirmed. 

Mr.  Gatley.  The  operations  at  Conneaut  Docks  for  the  five  days  ending 
January  13  were  as  follows:  Receipts,  none;  shipments,  11,859  tons.  [In  r^ly 
to  the  chairman:]  Everything  at  the  docks  will  be  ready  for  next  yeur's 
business. 

Mr.  Frick.  It  would  be  well  to  bear  in  mind  the  necessity  of  getting  the  cars 
under  contract  with  the  Schoen  Co.  in  time.  Mr.  Gayley  might  put  a  man  on  to 
look  after  this. 
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Mr.  Bope,  as  assistant  general  sales  agent,  submitted  the  following  report 
"Statement  of  sales  of  standard  rails  since  yov.  18,  1898. 


DliDofa 

Cambria... 

Cokmido... 

Total 


Bales. 


326,623        46,000 
342,713  >      36,000 

65,266    . 

20,608 


755,300 


Totab. 


372,623 

378,718 

65,266 

20,698 


82,000  I      837,300 


^All  of  our  own  sales  above  reported  have  been  included  In  our  report  of 
obligations  following,  although  formal  contracts  for  only  197,000  tons  have  been 
executed. 

''The  statement  given  below  compares  our  estimated  obligations  (for  the 
daases  of  material  specified)  at  the  opening  of  business  Friday,  January  6,  and 
Januaiy  13,  1899 : 


Material. 


January  6. 


RftOs 

BIDb^  blooms,  sheet  bais.  etc 
Stmctnral  and  ship  material.. 

Axles  and  bars 

I 

Total 


564,110 

446,227 

174,564 

38,110 

41,603 


1,263,704 


January  13. 


*Qain. 


556,541 

433,730 

180,923 

39,742 

46,245 


1,257,190 


Diller- 
enoe. 


17,560 
Ul,488 
>6,350 
s 1,632 
M,552 


16,514 


ft 


**A11  in  gross  tons,  based  on  our  minimum  obligations.' 

Mr.  Pbipfs.  As  the  members  of  the  board  are  aware,  we  have  been  building 
a  footbridge  over  the  railroad  at  Duquesne,  and  are  asked  to  sign  a  contract 
agreeing  to  keep  it  in  good  order. 

On  motion  (Phipps  and  Schwab)  the  execution  of  such  a  contract  was  au- 
tborized,  the  vote  being  unanimous. 

Mr.  Phifps.  We  have  divided  the  Fawcett  land  into  lots,  and  a  plan  has  been 
prepared  showing  29  lots  on  each  side  of  the  boulevard.  This  plan  should  be 
adopted  in  order  that  it  may  be  recorded  in  the  courthouse. 

On  motion  (Schwab  and  Peacock)  the  plan  submitted  was  approved  and 
adopted,  the  vote  being  unanimous. 

Mr.  Phitps.  Ck)llectionB  have  been  coming  in  so  freely  that  we  have  found  it 
adviaable  to  anticipate  our  ore  payments  up  to  and  including  those  for  March. 

Mr.  liAUDKB.  Referring  to  the  question  of  lake  freight  on  ores,  I  think  we 
can  transport  much  cheaper  ttian  it  is  being  contracted  for  by  building  large 
bargee  and  handling  these  by  tugs  in  relays,  running  the  business  as  a  railroad 
would  transport  cars.  The  barges  should  hold,  say,  10,000  tons;  two  barges 
per  day  during  the  shipping  season,  running  regularly,  would  give  us  our  sup- 
ply, and  would,  I  believe,  although  I  have  not  figured  on  it  in  detail,  effect  a 
saving  of  40  to  50  per  cent  in  freight  cost 

Mr.  Fbick.  In  this  connection  I  was  told  by  W.  L.  Brown  that  they  trans- 
ported ore  from  E^canaba  to  South  Chicago  for  17  cents.  That  should  be  iooked 
np  by  Mr.  Oayley,  and  we  should  also  bear  Mr.  Lauder's  suggestion  in  mind. 

Mr.  Schwab.  I  think  it  practicable,  but  do  not  see  where  the  great  saving 
wonld  come  in. 

Mr.  Gatley.  The  barges  suggested  are  only  3,000  tons  larger  than  those  now 
In  nse.  The  traffic  is  a  little  uncertain  on  the  Lakes,  and  the  tugs  might  have  to 
lie  over  and  loee  time.  That  is  what  keeps  the  rates  higher  than  they  would 
be  otherwise.    The  suggestion  is  worthy  of  investigation,  and  I  will  take  it  up. 

Mr.  Prick  here  made  the  statement  concerning  the  reroganizatlon  of  the  com- 
pany, and  asked:  "Whom  will  you  name  as  the  committee? 


»f 
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On  motion  (Schwab  and  Singer),  Messrs.  Frick,  Peaco<^  Phipps  (L.  0.),  and 
Lovejoy  were  appointed  as  the  committee  in  charge  of  the  organization  of  the 
Carnegie  Co.  (Ltd.),  their  being  no  dissent 

Mr.  E^iCK.  The  committee  will  report  progress  to  the  board  from  time  to 
time;  meanwhile,  all  should  consider  this,  and  be  prepared  to  make  suggeBtions 
on  any  points  that  occur  to  them. 

I  may  add  that  the  question  of  buying  and  selling  value  of  capital  stock  In 
the  new  company — that  is,  what  will  be  paid  to  retiring  partners,  or  what  will  be 
paid  by  new  shareholders  admitted — ^is  haying  careful  consideration,  will  be 
fixed  on  a  fair  basis,  and  will  be  set  forth  in  an  agreement  similar  to  our 
present  "Ironclad  agreement"  to  be  signed  when  the  new  company  takes 
possession. 

On  motion  adjourned. 

LovBJOY,  Secretary. 

Approved  at  meeting  held . 


Ohairfmun  Board  of  Managers. 

Copy  to  A.  C,  New  York ;  H.  P.  Jr.,  Washington,  D.  C. ;  H.  M.  C,  Pasadena, 
January  17,  1899. 

In  1888  negotiations  were  entered  into  by  Andrew  Carnegie  wUh  certain  Bug- 
lish  bankers  and  capitalists  with  a  view  of  selling  out  the  iron  and  steel  eoter- 
prises  with  which  he  was  connected.  At  that  time  Britldi  investors  were  absorb- 
ing American  industrial  stocks  with  astonishing  avidity;  and  Carnegie,  believ- 
ing the  zenith  of  prosperity  had  been  reached  in  his  own  business,  thought  the 
time  an  opportune  one  to  sell  out  to  the  ESnglish.  The  project  was  resisted  by 
Mr.  Phipps,  who  had  sold  seven-eighteenths  of  his  interest  the  previous  srear: 
but  he  finally  yielded  to  his  partner's  insistence  and  gave  a  reluctant  consent  to 
the  sale  of  the  properties. 

So  far  as  could  be  seen  at  the  time,  Carnegie's  lack  of  faith  in  the  future  was 
Justified.  Three  years  before  the  profits  of  the  several  companies  had  amouated 
to  nearly  $3,000,000.  In  3887  they  aggregated  close  on  three  and  a  half  mil- 
lions. Then  in  1888  they  dropped  to  $1,941,555;  and  it  seemed  a  prudent 
measure  to  slip  out  of  the  business  on  what  looked  like  a  passing  book  of  1889. 
The  negotiations,  however,  had  no  satisfactory  result ;  and  Mr.  Phipps,  hearing 
of  their  failure,  expressed  his  relief.  Incidentally  he  gave  expression  to  his 
opinion  on  the  impropri^y  of  selling  out  to  a  trusb — an  opinion  that  makes 
strange  reading  nowadays.  Here  la  the  begimiiBg  o<  the  letter  he  wvete  to  Mr. 
Carnegie : 

''Qrasd  Unioh  Hont, 
"  DroMfoii,  ficMNwy,  VnvemVer  1,  i880. 

"Dear  Andrew:  Few  pleasures  on  a  for^gn  trip  are  equal  to  a  friendly 
letter  from  home  like  yours  of  the  18th. 

''I  am  gratified  that  we  are  not  to  go  out  of  business  and  especfaHy  to 
make  room  for  a  trust,  which  is  by  no  means  a  creditable  thing.  As  yon  say, 
the  tariff  would  be  repealed  on  rails,  and  rightly  so. 

*'  With  Mr.  Frick  at  the  head  I  have  no  fear  as  to  ree^ving  a  good  retom 
upon  our  capital.  Being  interested  in  manufacturing  keeps  us  In  toueh  of 
the  world  and  Its  affairs  instead  of  being  on  the  shelf.  Of  course  I  am  anzlouB 
that  you  should  not  be  worried  by  the  businees— only  pleasantly  Ittter- 
ested.    •    •    • 

"Yours,  truly,  "H.  P.,  J»." 

It  was  a  very  fortunate  thing  for  Carnegie,  Phipps,  and  all  the  partners 
that  the  project  failed;  for  in  1889  the  profits  of  the  year  amounted  to  |8,- 
540,000,  the  largest  up  to  that  date  in  the  history  of  the  various  enterprtsea, 
despite  the  fact  that  rails  were  down  to  their  lowest  point,  $29^25.  Next  year's 
profit  were  $5,350,000.  The  effect  of  Mr.  Frlck's  management  was  beginning 
to  be  seen.  In  1891,  owing  to  dwindling  prices  and,  in  large  measure,  to  exces- 
sive cost  of  labor  at  Homestead,  there  was  a  falling  off  of  a  million  dollars; 
and  a  still  further  reduction  took  place  in  1892,  the  year  of  the  strike.  ^  The 
profits  this  year  were  only  $4,000,000.  In  1893 — panic  year — a  further  reduc- 
tion of  a  million  dollars  was  recorded,  and  this  marked  the  bottom.  Thence- 
forward the  annual  balance  sheets  showed  an  ever  increaalng  profit,  regular 
and  slow  at  first,  then  by  extraordinary  leaps  and  bounds.  Here  is  the  giratil^- 
Ing  record : 
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Net  profits  of  the  Ootm^gie  QMocMlons^—Cumeoie  BrM,  d  Co.  {Ltd.)  {to 
189$),  Carnegie,  Phip»e  d  Co.  {Ltd.)  {to  189$),  and  the  Camepie  meet  Oo. 
(Ltd.)  {from  ^uiv,  189$). 


188» $8,540,000 

1890 5. «»,  000 

1801 4,900,000 

1802 4,000^000 

1893 8,000,000 

1804 4,  000, 000 


1805 |fi,00O^O0O 

1806 6,000,000 

1807 T,  OOOl  000 

1898 11,500.000 

1800 21, 000, 000 

Plus  $4,500,000  reinvested. 


These  minis,  added  to  those  glyen  on  a  previous  page  for  the  years  1875  to. 
1888,  Inclusive,  bring  the  aggregate  net  profits  of  all  the  Carnegie  associations 
to  the  impressive  total  of  $93,391,005.41.  In  the  year  1900— the  last  of  its 
separate  existence — the  Carnegie  Steel  Co.  made  a  profit  of  nearly  $40,000,000, 
and  a  sum  was  taken  from  the  contingency  fund  to  bring  it  up  to  this  even 
figure: 

It  is  believed  by  the  Carnegie  ofilcials,  and  with  some  show  of  reason,  that 
this  magnificent  record  was  to  a  great  extent  made  possible  by  the  company's 
victory  at  Homestead.  From  that  time  on  the  firm  profited  by  the  heavy  invest- 
ments it  had  made  in  labor-saving  machinery;  and  costs  got  so  low  that  one 
year  when  the  Camegies  made  over  $4,000,060  their  chief  competitor,  the 
Illinois  Steel  Co.,  had  upward  of  a  million  dollars  loss.  The  following  year  the 
Camegies  made  over  five  millions,  while  the  Chicago  company  made  only 
$360,000.  By  1807  the  cost  of  steel  rails  on  cars  at  the  Braddock  mill  was  only 
$12  a  ton. 

From  pages  2d6  and  297 : 

The  increase  between  1893  and  1S9A  amounted  to  almost  as  much  as  the 
entire  output  of  the  works  in  1888,  and  exceeded  it  the  f61  lowing  year. 

During  these  years  and  those  immediately  following  them  the  growth  of  the 
several  works  was  nothing  less  than  phenomenal.  No  great  ekpansion  was  pos- 
sible at  the  older  establishmenta,  such  as  the  Union  Iron  Mills  and  the  Lucy 
famaces;  but  at  Braddock,  Homestead,  and  Duquesne  additions  were  made 
«very  year  greater  than  the  eatire  plant  had  been  a  short  time  before.  At 
Honiestead  one  set  of  open-liearth  furnaces  was  rapidly  added  after  another 
and  new  mills  erected  to  finish  the  increased  output  of  steel.  In  one  case  only 
six  daya  intervened  between  the  turning  of  the  first  sod  and  the  casting  of  an 
ingot  on  the  same  spot  The  two  Carrie  fumacea,  Just  across  the  river,  were 
botKgbt  by  Mr.  Friek  with  his  usual  issue  of  bonds  and  the  bonds  liquidated 
out  of  ^ofita  Latw  twe  other  furnaces  were  added;  and  these  two  great 
staeks  ba^«  brokea  the  world's  recovd  for  yearly  tonnage.  At  Duquesne  the 
same  nervous  activity  was  displayed.  Four  huge  blast  furaaces  were  built 
to  aopp^  the  metal  reaaired  by  the  eoctensive  open-hearth  plant  that  soon  sup- 
plameBted  the  two  BesseaiMr  converteva  which  Mr.  Frick  found  there  when  he 
bought  the  works^  At  the  Sdgar  Thompson  works  almost  every  year  witnessed 
Mtk  additioB  to  its  great  battery  of  blast  fomaeea  until  Kloman's  little  Esca- 

iba  atack  was  bat  aa  a  single  letter  in  half  the  alphabet.  Here,  expressed  in 
tons  of  steel  kigots  made,  is  the  great  record  of  the  growth  of  the  com- 
Mned  burinesa  of  these  plmits  under  the  managemeiit  of  Henry  C.  Frick : 


Tons. 

1888 332,111 

1880 536, 838 

1800 660,071 

1891 797, 286 

X892 877, 602 

1883 863,027 


Tons. 

1894 1,115,466 

1895 1, 464, 032 

18961 , 1, 376, 249 

1897 1, 686, 377 

1808 2, 171, 226 

1899 2,663,412 


The  import  of  these  stattsttos  is  seen  by  a  comi^rison.  In  1885  Great  Britain 
led  the  world  in  the  production  of  steel.  Her  total  output  for  that  year  was 
aMMXX)  teas  lees  than  the  product  of  the  Carnegie  Steel  Co.  in  1889. 

From  pages  209-^15 ; 

Bsrly  in  January,  1809 — ^to  be  specific,  on  Thursday,  the  5th  of  that  month — 
A  meting  was  held  at  the  house  of  Andrew  Carnegie,  in  New  York,  attended  by 
Hy.  Phipps,  Frick,  Schwab,  Lovejoy,  Peacock,  and  Lauder,  for  the  dis- 
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cuBsion  of  two  questions.  The  first  was  the  price  that  should  be  named  for  the 
properties  of  the  Carnegie  Steel  Co.  and  the  H.  C.  Frick  Coke  Co.  in  response 
to  certain  oyertures  to  purchase  which  had  been  made  by  a  sjrndicate  of  New 
York  and  Chicago  capitalists.  The  second  question  was  whether  two  companies 
should  be  consolidated  in  case  of  a  failure  to  sell  them,  and  on  what  terms.  Both 
matters  were  carefully  considered,  and  a  decision  to  sell  having  be^i  reached^ 
the  price  of  $250,000,000  was  fixed  upon  for  the  steel  company's  stock,  **  carry- 
ing with  it  all  that  is  on  its  books,"  including  the  shares  in  the  coke  company. 
Payment  was  to  be  made  one-half  in  cash  and  one-half  in  50-year  5  per  cent 
gold  bonds. 

When  these  terms  were  laid  before  the  syndicate,  they  were  rejected.  While 
the  members  did  not  say  so,  they  had  evidently  expected  to  make  a  partial 
payment  in  stock. 

A  consolidation  of  the  coke  and  steel  business  was  then  decided  upon,  and  on 
January  14  Andrew  Carnegie  wrote  his  wishes  to  his  cousin,  George  Lauder,  as 
follows : 

*'  Mr.  Rodgers,  Standard  Oil  and  Federal,  said  truly,  '  Too  big  a  dog  to  wag 
80  small  a  tail.'  Now,  H.  C.  F.  and  I  talked  over  the  matter.  He  will  proceed 
to  get  plan,  new  charter,  bonds,  etc.,  as  proposed. 

"  I  wish  you  and  Peacock  and  Lawrence,  Clemson,  Lovejoy,  Oayley,  etc,  to 
decide  whether  you  wish  to  buy  the  other  Frick  Coke  Co.  stocks  at  $35,000,000, 
which  Frick  now  wants,  or  prefer  to  let  things  stand  as  they  are  with  the 
present  fixed  rate  on  coke. 

*'The  Frick  Co.  price  was  $30,000,000,  if  $75,000,000  mortgage  bonds  only 
made  by  C.  S.  Co.,  and  you  may  prefer  to  do  this,  or  might  make  the  mortgage 
$100,000,000  and  only  issue  $75,000,000  now  and  provide  only  the  other  issue  for 
new  property  to  be  acquired,  which  would  be  the  same  thing  practically  as  the 
$75,000,000  mortgage- 

**  I  am  Just  as  willing  to  keep  my  Frick  Co.  stock  as  to  sell  it  to  C.  S.  Co.. 
and  I  supiwse  H.  C.  F.  is.  He  can  make  it  pay  us  more  than  tlie  interest  on 
the  $35,000,000. 

"You  should  consult  all  the  managers,  including  Singer,  and  let  each  state 
frankly  his  preference.  Also  ask  Schwab,  if  he  has  not  gone ;  if  he  has,  I  will 
see  him  here. 

"  It  is  a  matter  for  all  of  you  to  decide,  not  for  me.  As  I  told  you,  C.  S.  C5o. 
paying  In  bonds  makes  it  easy  payments — ^no  cash — ^which  Is  different  from 
hea^'y  yearly  payments  to  make.  Personally,  am  glad  to  have  this  year  to  our- 
selves to  show  what  we  can  do.  If  we  wish  to  sell  out,  believe  me,  we  can  do 
so  ourselves  for  more  than  $250,000,000." 

The  reference  to  the  proposed  purchase  of  "  the  other  Frick  Coke  Co.  stocks 
at  $35.000,000 "  is  misleading.  The  price  was  to  include  all  the  stock  of  the 
coke  company,  as  is  shown  by  the  Frick  plan  to  which  Mr.  Carnegie  refers^ 
The  clause  relating  to  this  reads: 

"The  (projected)  Carnegie  Co.  (Ltd.)  shall  purchase  all  the  property  and 
business  of  the  H.  C.  Frick  Coke  Co.,  the  Toughiogheny  Northern  Railway  Co.. 
Youghiogheny  Water  Co.,  Mount  Pleasant  Water  Co.,  Trotter  Water  Co.,  and 
the  Union  Supply  Co.  (Ltd.),  subject  to  all  their  debts,  obligations,  and  oigage- 
ments,  or  all  of  the  capital  stock  of  the  said  companies  as  shall  in  the  con- 
summation of  the  general  purpose  of  this  agreement  be  subsequently  deemed 
most  desirable  by  the  committee  hereinafter  designated,  for  the  sum  of 
$35,000,000,  to  be  pnid  as  hereinafter  stated." 

In  other  words,  the  entire  business  of  the  Frick  Co.  and  all  its  dependendes 
was  offered  at  $35,000,000.  This  Is  exactly  half  the  price  paid  for  it  a  year 
later  in  settlement  of  the  famous  litigation. 

Mr.  Frick's  plan,  thus  referred  to,  of  a  company  with  a  capital  of  $60,000,000 
and  a  bond  issue  of  $100,000,000,  was  not  acceptable  to  Mr.  Carnegie,  who  drew 
up  a  prospectus  in  substitution  of  it,  and  sent  it  with  the  following  letter  to 
his  colleagues  in  Pittbsurgh.  The  phraseology  of  these  documents  is  not  very 
clear,  but  in  the  prospectus  the  retirement  of  Mr.  Frick  is  distinctly  provided 
for: 

"We  (the  Carnegie  Steel  Co.  (Ltd.)  and  the  H.  C.  Frick  Coke  Co.)  (ahaU) 
make  this  year,  under  the  lowest  prices  on  record,  say,  close  to  $15,000,000. 

"  We  had  ony  six  months  of  Carrie  blast  furnaces;  not  six  months'  work  of 
the  big  new  Blooming  mill;  no  armor  deliveries,  except  for  three  months;  a 
loss  of  nearly  $1,000,000  profit 


UNITED  STATES  STEEL  COBPOBATION.  2611 

"  Had  these  been  running  as  now,  our  net  would  bave  been  bejon4 115»000,000. 
"  For  1899 : 

"  We,  with  half  product,  sold  1,200,000  tons  on  our  books  at  higher 

prices  of  at  least  $1  deliveries IkI,  200,000 

**  We  have  of  armor — going  to  work  for  years  ahead — another 1, 000, 000 

"  Carrie  blast  furnaces ;  the  Blooming  mill  all  the  year,  another 500, 000 

"  If  we  get  $1  more  pull  on  the  remaining  1,200,000  tons 1, 200, 000 


M 


8,900,000 
■^-  ■»■■ 


u 

M 


Our  Increased  product  of  furnaces  and  mills  give  us  n  big  increase, 

but  there  is  a  gain  of 4,000,000 

Which  might  easily  be  $5,000,000. 

Frick  coke  is  now  making  at  the  rate  of  $1,000,000  more  per  year ; 

even  better  prospects 1,006^000 

"  6, 000, 000 

•• 

''The  light-rail  mill  begins,  say,  July  1;  our  new  mines  this  year  wilt  Ib- 
crease  profits  there;  our  big  new  Universal  mill  goes  into  operation,  say, 
Kay  1. 

Mr.  rrick's  estimate  of 915, 000^  000 

Frick  and  Superior  mines  over 5^000, 000 


M 


t* 


U 


Net  for  1899 20,000,000 

"  Jnst  as  likely  to  be  above  as  below,  I  think  more  so,  b«k  say  f2O,O0O,0flO. 

"In  1900: 

*'We  had  the  big  plate  mill,  steel  ear  shops,  new  axle  plant  car-wheel 
fonndry,  all  arranged  for — came  in  early  in  1899 — also  two  new  blast  furnaces 
at  Carrie. 

"For.  1900,  therefore,   present  conditions  are  good  fbr  $25,000,000.     TtoeM 
conditions  are  very  low.    Prices  liable  to  advance  $2  to  $5  per  toa^ 
The  first  would  give  us  $5,000,000  more,  30,000,000. 
The  second,  $12,500,000  mora  37,600,000. 

"  I  am  certain  that  in  two  years  hence  we  shall  be  on  the  basis  of  $25,000,000 
net  yearly,  even  at  low  prices. 

"  We  have  to  supply  the  world — ^note  last  week's  Britiflii  advaaoM — law  ore 
this  year  and  last  from  foreign  points;  great  scarcity;  prices  wild;  coke  put 
to  15/6  (fifteen  shillings  and  sixpence)  at  works,  best  grade ;  bad  to  get  at  that; 
near  $3.75  per  ton  and  scarce.  Impossible  to  increaae  supply  of  either  ceka 
or  ore. 

"  Since  we  reach  Atlantic  ports  at  $1  p^  ton  we  have  the  trade  of  the  world. 

**  1  favor  holding  on  for  two  or  three  years ;  no  qoestioa  but  we  can  sell  our 
property  at  $400^000,000. 

200.000,000  bonds  at  5  per  cent $10,000,000 

200,000,000  stock  at  6  per  cent 12, 000, 000 


M 
«< 


22,  OOP,  000 
Surplna. 3, 000, 000 

**  We  ska]]  beat  this— wfa(y  then  aot  wait.    If  you  wish  to  sell  nsnir,  thea  heia 
la  tlie  plan. 

"  A.  a" 


'*  PaoaPBcrufl. 

'^TBK  CABNnsn   STEEL   OO;    (LTD.)    AND   THE  B.    C.   mOH   OOm   CKK" 

In  parsoaace  of  a  decision  of  long  standing,  the  four  principal  owners  of 
the  Carnegie  8teel  Co.  (Lt<t.)  and  the  H.  C.  Frick  Coke  Co.  (Meaara  Oaraflgla. 
PhlppB,  BYick,  and  Laoder)  now  retire  from  active  business.  To  enable  them 
to  do  so»  and  with  the  approval  of  all  the  younger  partnari^  tha  partnerahlp 
has  been  changed  to  a  corporattoa.    CapiUl,  $300,000,000. 

**  One-lialf,  $150,000,000  gold  mortgaga  bonda 

17042— No.  36—12 ^10 
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"  Preferred  stock,  6  per  cent,  $75,000,000. 

"  Oommon  stock,  $75,000,000. 

''All  the  bonds  and  preferred  stock  will  be  taken  payment  by  the  four  out- 
going partners. 

"Part  of  the  common  stock  will  be  held  by  the  present  younger  partners; 
part  is  now  offered  to  the  public 

''Applications  from  Pittsburgh  and  western  Pennsylvania,  especially  in  manu- 
facturers of  iron  and  steel,  will  be  given  preference,  the  desire  being  to  enlist 
as  many  experienced  business  men  at  home  as  possible. 

"All  the  present  partners  agree  to  continue  in  the  service  for  five  years. 
Messrs.  Carnegie,  Phlpps,  Frick,  and  Lauder  also  agree  to  remain  for  that  period 
in  their  present  positions  as  consulting  partners." 

The  partners  have  agreed  to  make  good  any  deficiency  in  the  net  earnings, 
should  such  occur  during  said  five  years,  in  the  amount  necessary  to  pay  intei^ 
est  on  bonds  and  upon  preferred  stock,  and  6  per  cent  upon  common  stock. 

"To  meet  this  liability  there  has  been  deposited  with  «  •  «  Trust  Co. 
$20,000,000  of  bonds,  contributed  pro  rata  by  the  partners. 

"The  present  earnings  of  the  companies  exceed  the  sum  required  for  the 
payment  stated  and  leaves  a  satisfactory  surplus  for  contingencies.  Addi- 
tional works  now  in  progress,  which  the  demand  of  the  ever-growing  butiness 
required,  will  add  to  the  earnings.  The  property  of  the  new  company  embraces 
all  the  property  of  the  two  former  companies;  everything  is  included — ^real 
estate,  railroads,  coke  lands  (38,000  acres  unmined),  mills,  furnaces,  houses, 
offices,  water  rights,  mines,  and  everything  of  every  description. 

"The  debts  of  the  company  including  all  mortgage  bonds,  etc,  are  more 
than  covered  by  the  quick  assets — the  stock  of  material  and  the  bills  receivable 
and  the  cash  on  hand.    The  company  starts  with    *    *    *    working  capital. 

"(Signatures.)" 

This  prospectus  is  true;  nothing  kept  back. 

These  different  plans  of  consolidation  and  reorganization  were  still  under 
consideration  when,  toward  the  end  of  March,  overtures  were  made  by  ex- 
Judge  W.  H.  Moore,  of  Chicago,  for  the  purchase  of  the  Camegie-Frick  prop- 
erties, with  the  view  of  combining  them.  This  time  an  effort  was  made  to  get  a 
price  on  Andrew  Carnegie's  individual  holdings  of  stock  in  the  two  companies, 
carrying,  as  they  did,  control;  but,  for  the  sake  of  appearances,  Mr.  Carnegie 
refused  to  deal  with  outside  parties,  and  stipulated  that  the  negotiations  should 
be  conducted  in  the  names  of  his  principal  partners,  Phipps  and  Frlck.  Ac- 
cordingly these  gentlemen  Joined  the  syndicate,  with  the  understanding  that 
Moore  and  his  friends  should  finance  the  entire  scheme. 

Carnegie  demanded  a  million  dollars  for  a  90  days'  option  on  his  entire  inter- 
efito  at  a  price  of  $157,950,000,  and  he  afterwards  raised  this  bonus  to  $1,170,000. 
The  increase  was  met  by  Messrs.  Phipps  and  Frlck,  each  contributing  $85,000. 
Carnegie  agreeing  to  return  these  sums  to  them  later.  The  other  members  of 
the  steel  and  coke  companies  required  no  bonus  for  an  option  on  their  sharee 
except  the  nominal  sum  of  $1.    These  agreements  were  signed  on  April  24. 

If  the  sale  had  been  consummated  it  would  have  been  on  the  basis  of  $250,- 
000,(X)0  "  for  the  entire  ownership  of  first  party  (Andrew  Carnegie)  and  asso- 
ciate owners  and  interests  in  all  the  properties  and  assets  of  the  Carnegie  Steel 
Go.  (Ltd.),  except  its  holdings  in  the  stock  of  the  H.  C.  Frick  Coke  Co.  and 
allied  interests,  namely,  about  30  per  cent  of  the  whole  of  the  said  H.  C.  Frick 
CV)ke  Co.,  in  which  30  per  cent  in  said  H.  C.  Frick  Coke  Co.  interests  the  said 
second  parties  (H.  C.  Frlck  and  Henry  Phipps,  jr.)  may  take  first  party's 
interests  on  the  basis  of  $70,000,000  for  the  whole  of  the  said  H.  C.  Frick  Goke 
Co.  properties  and  allied  interests."  And  **as  to  the  first  party's  individual 
holdings  of  stock  in  the  H.  C.  Frick  Coke  Co.  and  allied  interests,  this  shall  be 
upon  the  basis  of  $70,000,000  for  the  entire  property  and  assets  of  the  H-  C 
Frick  Co.,  of  which  stock  the  holdings  of  the  said  first  party  is  about  25  per 
cent  of  the  whole." 

To  quote  still  further  from  the  original  option,  "the  first  party  agrees  to 
take  as  part  payment  for  his  interests  as  above  $100,000,000  in  5  per  cent,  50- 
year  gold  bonds,  to  be  executed  by  such  Individual  corporation  or  limited 
partnership  association,  as  may  be  designated  by  the  second  parties,  or  their 
assigns,  which  bonds  shall  be  secured  by  a  mortgage  upon  all  the  real  estate 
of  the  Oaniegie  Steel  Co.  (Ltd.),  and  to  be  a  first  lien  thereon  except  so  fiar 
as  the  same  shall  be  now  encnmbered,  and  which  shall  cover  all  of  the  stocks* 
interests,  and  securities  covered  by  this  option. 

0  •  •  "The  remainder  of  the  consideration  for  the  sale  of  the  interests 
hereby  optioned  is  to  be  in  cash." 
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Id  this  way  Carnegie  would  have  been  so  secured  that  he  would  virtually 
haie  had  a  first  mortgage  on  all  the  partnership  assets,  thus  gaining  a  prefer- 
oice  over  all  his  partners. 

An  instrument  of  like  tenor  and  purport  was  signed  by  other  members  ot 
the  Gamegie-Frick  companies,  without  any  forfeitable  bonus. 

At  the  time  this  option  was  bought  the  money  market  was  in  such  con- 
dition that  no  diflSculty  was  anticipated  by  Judge  Moore  in  raising  the  neces- 
mry  funds  to  carry  out  his  plans,  huge  as  these  were.  He  represented  that 
he  would  have  the  cooperation  of  the  National  City  and  the  First  National 
Banks,  of  New  York.  The  death  of  Boswell  P.  Flower,  however,  and  the 
forced  liquidation  of  the  many  industrial  securities  that  he  had  been  suiiport- 
ing,  brought  on  a  panic  that  was  as  disastrous  as  it  was  unexpected.  Occu- 
pied in  protecting  existing  obligations,  bankers  and  capitalists  had  little 
disposition  to  engage  in  fresh  ventures;  and  realizing  the  impossibility  of 
safely  launching  a  great  enterprise  in  such  troubled  waters,  Messrs.  Frick 
and  Phipps  went  to  Scotland  to  try  to  get  an  extension  of  their  option.  At 
Sklbo  Castle  Mr.  Carnegie  refused  to  extend  the  option,  and  the  negotiations 
came  to  an  abrupt  end. 

An  interesting  document  was  drawn  up  at  this  time  which  is  worth  includ- 
ing here,  presenting  as  It  does,  at  a  glance,  the  imposing  magnitude  of  the 
business  whose  growth  we  have  traced  from  little  Kloman  forge  In  the  base- . 
ment  at  Girty's  Run.  It  is  a  draft  of  a  prospectus  prepared  by  the  Moore 
Syndicate,  but  never  published.  It  marks  the  zenith  of  the  Carnegie  Steel 
Co.*8  prosperity.  Supplementing  it  Is  a  letter  from  Mr.  C.  M.  Schwab,  of 
considerable  interest 

Prospectus. 

"A  limited  amount  of  the  stock  of  the  Carnegie  Steel  Co.  is  now  offered  to 
the  public  on  the  following  basis : 

"  The  corporation  which  it  Is  planned  to  form,  with  the  name  Carnegie  Steel 
Co.,  will  have,  through  a  charter  to  be  obtained  under  the  laws  of  Pennnyl- 
vanla,  appropriate  powers  for  the  acquiring,  producinjg,  manufacturing,  and 
dealing  in  steel.  Iron,  ore,  coal,  and  coke,  and  all  things  made  of  steel  or  Iron, 
with  all  other  powers  deemed  convenient,  and  will  have  nn  authorized  capital 
of  $250,000,000,  divided  into  2,500,000  shares  of  the  par  value  of  $100  each. 

"  Each  subscriber  will  agree  to  take  and  pay  for  the  number  of  shares  for 
which  he  may  subscribe,  or  such  smaller  proportionate  number  as  may  be 
allotted  to  him  in  the  event  of  oversubscription,  of  the  full-paid  stock.   . 

"  The  price  is  to  be  $100  in  cash  for  each  share  of  stock,  and  is  to  be  paid 
into  such  depository  as  may  be  designated  by  the  managers  in  control  of  the 
subscription  lists,  within  10  days  after  notice  calling  for  such  payment  shall 
be  delivered  or  mailed  to  the  subscriber;  but  $10  out  of  every  $100  of  sub- 
scription may  be  made  payable  immediately  on  allotment,  if  so  stated  In  the 
notice  thereof.  If  the  stock  certificates  can  not  be  delivered  when  payments 
are  completed,  receipts  will  be  issued  calling  for  the  stock  when  ready. 

**The  corporation  is  to  be  vested  with  $15,000000  in  cash  and  niso  with  the 
cash  and  other  available  assets  of  the  Carnegie  Steel  Co.  (Ltd.)  and  the  H.  C. 
Frick  Coke  Co.,  and  subject  to  a  bonded  debt  of  $100,000,000  in  50-year  5  per 
cent  gold  bonds,  with  the  properties  of  the  Carnegie  Steel  Co.  (Ltd.)  and  the 
H.  C.  Frick  Coke  Co.,  which  include  the  following : 

"The  Edgar  Thomson  Works,  at  Bessemer,  Pa.,  including:  Edgar  Thomson 
Blast  B*nmaces,  Edgar  Thomson  Foundry,  Edgar  Thomson  Steel  Works. 

"The  Duquesne  Works,  at  Duquesne,  Pa.,  including:  Duquesne  Blast  Fur- 
nace, Duqnesne  Steel  Works. 

"The  Homestead  Steel  Works,  at  Munhall,  Pa.,  including:  Bessemer  steel 
department,  open  hearth  steel  department,  finishing  mills,  armor  plate  depart- 
ment. 

"The  Carrie  Blast  Furnaces,  at  Rankin,  Pa. 

•*  The  Lucy  Blast  Furnaces,  In  Pittsburgh,  Pa. 
The  Keystone  Bridge  Works,  in  Pittsburgh,  Pa. 
The  Upper  Union  Mills,  in  Pittsburgh,  Pa. 

"  The  Lower  Union  Mills,  in  Pittsburgh,  Pa. 

"The  H.  O.  Frick  Coke  CJo.'s  coal  and  coke  properties,  in  Westmoreland 
and  f^yette  Counties,  Pa.,  including:  About  40,CKX)  acres  of  unmined  coal, 
20,000  acres  of  surface  lands,  11,000  coke  ovens,  2,500  railroad  cars,  3,500 
dweiling& 


u 
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"The  Larimer  CJoke  Works,  at  Larimer,  Pa. 
"The  Youghiogheny  Coke  Works,  at  Douglas  Pa. 


"  All  the  capital  stock  of  the  following  companies :  The  Union  Railroad  Co., 
the  Slackwater  Railroad  Co..  the  Youghiogheny  Northern  Railway  Co.,  the 
Carnegie  Natural  Gas  Co.,  the  Youghiogheny  Water  Co.»  the  Mount  Pleasiint 
Water  Co.,  the  Ti-otter  Water  Co.,"  the  Pittsburgh  &  Conneaut  Dock  Co. 

"  Over  one-half  of  the  capital  stock  of  the  Pittsburgh,  Bessemer  &  Lake  Erie 
Ballroad  Co. 

**  Forty-three  and  six-tenths  per  cent  of  the  capital  stock  of  the  Pennsylvania 
&  Lake  Erie  Dock  Co. 

"One-fourth  of  the  capital  stock  of  the  New  York,  Pennsylvania  &  Ohio 
Dock  Co. 

"  Five-sixths  of  the  capital  stock  of  the  Ollvei:  Iron  Mining  Co.,  owning : 

**  All  the  stock  of  the  Metropolitan  Iron  &  Land  Co. 

•'All  the  stock  of  the  Pioneer  Iron  Co. 

"  Over  68  per  cent  of  the  stock  of  the  Lake  Superior  Iron  Co. 

"  Over  98  per  cent  of  the  stdck  of  the  Security  Land  &  Exploration  Co. 

•*  Other  ore  properties  in  negotiation,  which  will  be  included  if  acquired. 

"  One-half  of  the  capital  stock  of  the  Pewabic  Co. 

"Three-fourths  of  the  capital  stock  of  the  Pittsburgh  Limestone  Co.  (Ltd«). 

"Other  interests  in  ore  mines,  transportation  companies,  dock  companies^ 
.valuable  patents,  and  companies  owning  patents,  etc. 

"These  furnaces,  steel  works,  coke  works,  and  other  properties  are  in  full 
operation,  their  latest  complete  month's  product  being  as  follows : 


Blast  furnaces. 


Karnes. 


Edgar  Thomson  furnaces 

Duquesne  furnaces 

Carrie  furnaces 

Lucy  furnaces 

Total 


Staoks. 

9 

4 
3 
2 

Product  (gross  tons). 

Hafc]i,l80d. 

April,  U09. 

90.JHV> 

70. 261 

18,935 

6,031 

88.937 

63,Cia 

10,447 

9.100 

17 

1S5,812 

180, 4M 

Steel  toorks. 


Names. 


Product  (grass  tons). 


Mazoh,lB99. 


BESSEMSB  STBKL. 

Edgar  Thomson  Steel  Works. 

Puquesne  f^teel  Works 

Homestead  Steel  Works 

Total 

OnEK-BSABTH  STEEL. 

Homestead  Steel  Works 

Total  steel  ingots 


66,427 
S3. 188 
31,282 


1«),808 
90,068 


240.986 


AprU.llB». 


aO,219 


1«, 


T^'4l4 


212, 16S 
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"  The  improvements  now  approacbing  completion  will  Increase  the  output  to 
the  annual  rate  of  2,875,000  gross  tons  of  pig  iron,  spiegeleisen,  and  ferro- 
manganese,  and  3,150,000  gross  tons  of  steel  ingots,  with  sufficient  finishing 
capacity  to  turn  this  steel  into  rails,  billets,  structural  shapes,  plates,  rail- 
road forgings,  and  other  merchantable  forms. 

**  The  net  earnings  of  the  business  which  will  be  transferred  to  the  Carnegie 
Steel  Co.  were :  For  March,  1899,  ^1,652,038.75 ;  for  April,  $1,888,227.72. 

"  Owing  to  the  magnitude  of  the  business  and  the  immense  tonnage  of  the 
various  products*  it  is  necessary  that  long-time  contracts  be  made  tkr  in  ad- 
vance of  the  time  of  delivery.  The  result  Is  that  present  shipments  are  at 
prices  far  below  present  rates,  the  rates  at  which  contracts  are  being  made  for 
future  delivery.  Had  current  prices  been  obtained  for  the  shipments  during  these 
two  months,  the  net  earnings  would  have  been  for  March,  1899,  $3,182,574.95; 
for  April,  1899,  $4,325,922.78;  and  with  present  market  prices  and  the  Increased 
product  resulting  from  the  improvements  named,  an  average  single  month's  net 
profit  will  largely  exceed  the  above,  justifying  the  expectation  that  the  Car- 
negie Steel  Co.  will  pay  annually,  under  almost  any  condition  of  business : 

6  per  cent  on  $100,000,000  bonds $5,000,000 

And  at  least  6  per  cent  on  $250,000,000  stock 15,000,000 


20,000,000 

''  and  leave  an  ample  surplus  for  extra  dividends  as  well  as  for  other  Improve-- 
ments  and  additions,  which  will  still  further  increase  the  net  earnings  and  the 
rate  of  dividends  on  the  stock,  besides  providing  a  fund  for  retiring  the  bonds 
at  maturity.  The  Carnegie  Steel  Co.  has  been,  is,  and  will  be  in  an  absolutely 
independent  position,  owning  the  sources  of  supply — ore,  coal,  coke,  limestone, 
and  natural  gas;  the  transportation  lines  for  bringig  the  raw  materials  to  the 
works;  the  docks  for  hadling  ore;  the  coke  works,  blast  furnaces,  steel  works, 
and  finishing  mills,  each  advancing  the  product  to  a  higher  grade,  until  it  is 
ready  for  the  markets  of  the  world,  with  every  intermediate  profit  saved  for 
the  benefit  of  the  stockholders. 

"The  efficient  organization  which  had  brought  the  'Carnegie'  associatioiu 
to  their  present  unassailable  position  will  remain  intact.  Nearly  all  of  the 
former  shareholders  in  the  Carnegie  Steel  Co.  (Ltd.)  and  the  H.  C.  Frick  Coke 
Co.,  all  of  whom  we're  actively  engaged  in  the  business,  have  taken  stock  in  the 
*  Carnegie  Steel  Co.,'  and  many  other  officers  and  employees,  superintendents, 
for^^men,  heads  of  departments,  sales  agents,  workmen,  and  clerks,  have  sub- 
scribed for  stock  in  the  new  company,  demonstrating  their  faith  in  its  future 
and  insuring  the  same  bold  yet  conservative  management  which  has  rendered 
possible  such  an  aggregation  of  capital  as  this;  making  large  profits,  yet  earning 
them;  controlling  the  market,  yet  never  abusing  its  power;  encouraging  the 
wider  use  of  steel  by  the  reductions  made  in  Its  cost,  yet  paying  the  highest 
wages  in  the  world.  Such  has  been  the  past,  such  is  the  present,  and  such  will 
be  the  future  of  the  Carnegie  Steel  Co." 

Pittsburgh,  Pa.,  May  15, 1899. 

My  Deab  Mb.  Fbick  :  You  ask  me  to  give  my  views  as  to  the  probable  future 
earnings  of  the  Carnegie  interests,  and  as  to  the  proposed  reorganization  on  a 
basis  of  $100,000,000  bonds,  $250,000,000  preferred  stock,  and  $275,000,000 
common  stock. 

Permit  me  to  say  that  commencing  in  1879  as  engineer  constructing  the  works, 
10  years  as  general  superintendent  of  our  principal  works,  and  over  2  years  as 
presideut,  I  feel  that  I  know  the  properties  and  their  possibilities  as  well,  or 
better,  than  anyone  in  or  out  of  the  concern. 

While  we  have  been  highly  successful  in  the  past,  as  everyone  knows,  I 
believe  we  are  only  now  getting  in  shape  to  be  truly  successful  and  truly  profit- 
able. Our  April  proflt-and-loss  sheet  shows  earnings  slightly  over  $1,500,000, 
with  rails  netting  us  only  $17.50  and  billets  $16.  Lowest  prices  we  ever  had 
on  an  average  were  $16.50  for  rails  and  $14.50  for  billets,  so  you  see  we  have 
reaped  very  little  of  the  advantages  of  increased  price&  With  prices  anywbefe 
near  to-day's  selling  prices  we  would  easily  make  over  $3,000,000  per  mraitli, 
and  then  our  new  works,  to  be  started  in  two  months,  will,  I  estimate  on  present 
prices,  bring  us  an  additional  profit  of  $600,000  per  month,  or  a  total  of 
$3,600,000  per  month. 

Following  this  page  (p.  2617)  is  inserted  balance  sheet  of  the  Car- 


negie Steel  Co.  (Ltd.),  March  1, 1900. 
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Balance  sheet.  Mar.  1,  1900,  Carnegie  Steel  Co.  (Ltd.). 


Gash— 

Treasury $1, 287, 437. 06 

WorkB 19. 283. 43 

Sale  agencies 26, 302. 50 


$1,832,023.59 

BUlB  receivable 7, 174, 804. 02 

Mortgages  receivable,  employees 239,845.44 

Accounts  receivable — 

Curreit 16, 381, 884. 06 

Securities .       517, 324. 80 


Stocks— 

Finished  product 2. 755, 203. 92 

Materials  for  use 7,087,964.76 

Ore  at  Lake  ports 1, 952, 212. 31 

Ore  at  mines 16, 470. 00 


16, 899, 208. 86 


U,  811, 850. 99 


Available  assets 37, 457, 782. 9% 

Works  and  properties — 
Edgar  Thomson 

Works $10, 429, 594. 67 

Duquesne  Steel 

Works 2,333,406.35 

Duquesne  Furnaces..  5,626,211.91 
Homestead  Steel 

Works 16, 644, 201. 84 

Carrie  Furnaces 1,079,588.69 

Howard  Axle  Works.  717, 476. 87 

Lucy  Furnace 1, 251, 869. 99 

Keystone    Bridge 

Works 718, 160. 11 

Upper  Union  Mills 1,000,000.00 

Lower  Union  Mills 700, 000. 00 

Larimer  Coke  Works.  200, 000. 00 
Youghiogheny  Coke 

Works 160, 000. 00 

City  ftirm  lots 960,664.50 

Verona  land 40,000.00 

Liberty  farm 226, 000. 00 

Oliver  land 310,313.81 

Fawcett  land 25. 00 


1900  improvements — 

Edgar  Thomson  Fur- 
naces    50, 489. 13 

Edgar  Thomson  Steel 

Works 31, 441. 69 

Edgar  Thomson  Foun- 
dry    10. 50 

Duquesne  Furnace—  13,324.48 

Duquesne    Steel 

Works 304, 635.  24 

Homestead    Steel 

Works 240, 666. 98 

Carrie  Furnaces 204, 070. 56 

Howard  Axle  Works..  102, 542. 90 

Lucy  Furnaces 3,415.67 

Keystone  Bridge 

Works 1, 663. 18 

Upper  Union  Mills 6,537.12 

Lower  Union  Mills 


42,  .396, 513.  74 


958, 797. 85 


Stocks  and  bonds,  investments 14,940,405.50 

58,  295,  71 0.  59 
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Assets — Ck>ntlnaed. 

Undivided  capital •. $77, 710. 72 

Due  from  partners 6, 585. 642. 22 

$5, 688. 862. 94 

Total  assets 101, 416, 802. 43 

Uabllities  r 

Mortgages  payable — 

BMgar  Thomson 209, 945. 00 

Dnquesne    Steel 

Works 995, 000. 00 

Dnquesne  Furnaces  ._  200, 000.  Oo 

Homestead    Steel- 
works    103, 260. 00 

Carrie  Furnaces 600,000.00 

Howard  Axle  Works..  278, 275. 85 

Keystone  Bridge 

Works 60, 000. 00 

Liberty  Farm 160, 000. 00 

OUrer  Land 163, 000. 00 

2, 734, 470.  85 

Bills  payable — 

Current 4,360,174.78 

Stewart •         375, 000. 00 

Bomtraeger 271, 428. 86 

5,006,598.29 

Accounts  payable — 

Onrrent— 7, 460, 660. 44 

Ore 240, 130. 21 

2, 709, 780. 65 

Special  deposits 8,776,276.27 

Liabilities  payable  14,227,126.06 

Special  funds — 

Contingent  fund 557, 148. 60 

Contingent,  special  ..         711,810.00 

ReUnlng  fund 211, 828. 85 

Coal  extinguishtnent 
fund 16,822.45 

1. 496, 104. 80 

Due  to  partners ^ 4,113,  657.38 

Surplus 56,  679, 914. 19 

Capital 25, 000. 000. 00 

81,579,914.19 

101,416,802.48 

As  to  the  future,  even  on  low  prices,  I  am  most  sanguine.  I  know  positively 
that  England  can  not  produce  pig  iron  at  actual  cost  for  less  than  91L50  per 
ton,  even  allowing  no  profit  on  raw  materials,  and  can  not  put  pig  Iron  into  a 
rail  with  their  most  efficient  works  for  less  than  |7.50  per  ton.'  This  would 
make  rails  at  less  cost  to  tbem^^lO.  We  can  sell  at  this  price  and  ship  abroad 
80  as  to  net  us  $16  at  works  for  foreign  business — ^nearly  as  good  as  home 
business  has  been.  What  is  true  of  rails  is  equally  true  of  other  steel  product& 
As  a  result  of  this  we  are  going  to  control  the  steel  business  of  the  world. 

You  know  we  can  make  rails  for  less  than  $12  per  ton,  leaving  a  nice  margin 
on  foreign  business.  Besides  this,  foreign  costs  are  going  to  increase  year  by 
year,  because  they  have  not  the  raw  materials,  while  ours  is  going  to  decrease^ 
The  result  of  all  this  is  that  we  will  be  able  to  sell  our  surplus  abroad,  run  our 
works  full  all  the  time,  and  get  the  l>est  practice  and  costs  in  this  way. 

As  to  the  works,  any  competitor  will  tell  you  that  we  are  far  ahead  of  any 
one;  and  if  the  plans  which  we  have  for  the  future  are  carried  out  we  will  be 
further  ahead  than  ever.  I  have  no  fears  for  the  earnings  in  the  future.  I 
believe  they  will  exceed  any  estimate  we  have  made,  provided,  however,  that 
the  same  methods  of  organization  and  operation  as  now  exist  are  fully  carried 
out  In  the  future. 

It  must  not  be  run  ns  other  concerns  are  run,  but  as  it  Is  now  «condacted. 
This  Is  most  Important.    I  believe  the  earnings  will  fully  justify  the  capitnllsa- 
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tion,  and  as  a  proof  of  my  belief  tn  iJiib  I  am  quite  willing  to  take  every  dollar 
I  own  In  the  stock  of  the  new  concern  on  the  basis  proposed. 
Very  truly,  yonrs, 

C.  M.  Schwab,  Pretident. 
Mr.  H.  G.  Fbick,  Chairman, 

The  third  attempt  to  sell  the  Carnegie  properties  to  the  public  havlug  thus 
failed,  the  partners  return  to  their  schemes  of  consolidation  and  reorganization. 
This  time  Mr.  Frlck  and  the  junior  members  took  up  the  task,  and  they  made 
eIat>orate  plans  for  a  new  company  with  a  capital  of  $260,000,000  and  no  bonds. 
This  company  was  *'to  purchase  from  the  Carnegie  Co.  (Ltd.),  for  $195,312,500, 
all  its  properties,  real,  pettsonal,  and  ml&ed,  excepting  ItiB  taoldingn  in  the  stocks 
of  the  H.  C.  Frick  Coke  Co."  •  ♦  •  and  "  from  the  H.  C.  Frick  Coke  Co. 
and  its  subsidiary  companies  named  aboye,  for  $54,087,500,  all  their  properties, 
real,  personal,  and  mixed;  the  total  consideration,  $260,000,000,  to  be  paid  in 
Installmoits  as  the  stock  snb^cxiptlDns  became  due."  ProTisioa  was  made  for 
"Andrew  Carnegie  to  loan  to..ea^  'debtor  partner'  an  amount  sufficient  to 
enable  him  to  pay  his  indebtedness  te  either  selling  company."  *'A11  the  stock  " 
was  to  be  "  placed  in  a  trust  for  10  years^  during  which  time  no  stock  shall  be 
sold  excepting"  from  one  owner  to  another,  or  by  authorisation  of  a  three- 
foorths  vote  of  stock  in  value  and  stockholdera  in  number,  or  in  pie  event  of 
death  of  any  member.  This  plan,  representing  the  '*  unanimous  views  of  every 
snbacrlber  bm'eto,  after  fall  discussions  of  all  suggestloDs  iMid  at  meetings  held 
Sq[>teniber  11,  19,  and  25/'  was  commended  to  **  the  favorable  consideration  of 
the  senior  members."  "we  would  not  favor  any  plan  that  would  ocmtempUite 
txMiding  the  property,"  they  concluded.    Ten  signatures  followed. 

Of  course  nothhig  came  of  it.  It  is  Burprisixig  that  anything  should  hhve  been 
expected  of  a  plan  tiiat  did  not  "  contemplate  bonding  the  property."  Andrew 
Oaniegle  bad  placed  himsi^  on  record  with  sufficient  emphasie  to  leave  no 
donbt  In  any  reasonable  mind  as  to  the  kind  of  securi^  he  wanted.  So  this 
plan  Joined  the  other  liquid  ideas  that  the  eoiporate  mind  bad  secreted  daring 
the  preceding  yeara 

From  pages  &S4t  and  S55 : 

Pirrafiinnfi,  Pa.,  ^^fr^h  SO,  1900. 
To  the  hoard  of  iHanapera  of  the  Oamnffie  Steel  Co,  (Ltd,): 

The  committee  appointed  by  the  shareholders  of  the  Carnegie  Steel  Co.  (Ltd.) 
and  the  H.  C.  Frick  Coke  Co.  for  the  purpose  of  carrying  out  the  plans  of  reor- 
ganization of  the  Carnegie  interests  beg  leave  to  report : 

In  the  matter  of  the  adjustment  of  the  relative  book  values  of  the  Carnegie 
Co.  (Ltd.)  and  the  H.  C.  Frick  Coke  Co.  with  its  subsidiary  companies. 

At  April  1  1S99,  the  relative  book  values  were  as  follows : 

The  Oamegie  8teri  Co.  (litd.) 3.2T986 

H-  C.  BMck  Coke  Ob.  and  allies 1 


Based  on  careful  eBtimates  of  March  profits  of  all  the  cotapnnles 
wboee  stock  is  induded  the  same  relative  book  values,  at 
Apr.  1,  1000,  show  a  surplus  for  distribution  to  shareholders 
of  the  Carnegie  Steel  Cb.  (Ltd.)  of $16^277,464.69 

To  this  should  be  added  the  holdings  of  the  Carnegie  Steel  Co. 
(Led.)  in  the  stock  of  the  H.  C.  Frick  Coke  Co.  and  its  sub- 
eldfary  companies  carried  on  the  steel  company's  books  at...      5, 5S5, 174. 8d 


Total  for  distribution 21, 862, 639. 0$ 

This  committee  would  therefore  recommend  the  declaring  by  the  Carnegie 
Steel  0>.  (Ltd.)  of  a  final  dividend  of  S8  per  cent,  or  $22,000,000,  payable  as 
follows: 

To  cover  tlie  value  of  the  stock  of  the  H.  C.  Frlck  (3oke  Oo,  and 
its  iabsidiary  compHniee  charged  to  partners  in  accordance 
with  the  reorganlssation  agreement $5,585,174.39 

Tbree  per  cent  payable  in  caA  on  demand  by  either  **  paid-up  " 
partners  or  "debtor"  partners  whose  interests  were  pur- 
ctiased  not  later  than  Jan.  1,  1899 750,000.00 
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Balance  payable  at  such  times  and  in  such  installments  as  this 
committee  shall  decide  after  consultation  with  the  principal 
partners  and  the  treasurer $15,664,825.01 


Total 22, 000, 000. 00 

Respectfully  submitted. 

G.  M.  Schwab. 
G.  D.  Packer. 
F.  T.  P.  LovEjoT. 

A.  M.  MOBELAND. 

From  pages  358,  869,  860,  361,  862,  363,  and  364 : 

THE  BILLION-DOLLAB  FINALE. 

The  absorption  of  the  Gamegle  by  the  United  States  Steel  Gorporaticm  has 
i)€en  invested  with  much  dignity  and  lofty  circumstances  by  numerous  writers 
in  reviews  and  magasines;  and  owing  to  its  magnitude,  running  into  hundreds 
of  millions,  the  transaction  has  struck  the  popular  imagination  and  acquired 
a  world-wide  interest.  To  those  who  watched  the  incident  from  tlie  inside,  wbo 
saw  the  framework  of  the  scenery  and  the  elaborate  mechanism  of  the  stagre 
effects,  who  attended  tlje  rehearsals  and  heard  the  subdued  toaea  of  the 
prompter,  there  was  certain  grim  humor  in  a  performance  which  those  in  front 
watched  with  bated  breath.  But  despite  its  lack  of  spontaneity,  the  proceeding 
had  the  dignity  conferred  by  magnitude,  and  Its  brilliant  success  made  It  iiii>- 
presslve,  even  to  those  who  heard  the  creakfng  of  the  machinery. 

The  time  is  not  yet  ripe  for  a  full  nnd  frank  description  of  the  events  leading 
up  to  this  important  consolidation,  but  a  rought  outline  of  them  may  be  given. 

About  a  year  before  Mr.  BYick  resigned  the  headship  of  the  Gamegle  Stee? 
Co.  he  appointed  a  committee,  with  Mr.  Glemson  as  chairman,  to  report  on  « 
project  he  had  formed  of  building  a  tube  works  at  Gonneaut,  the  Lake  Brfe 
terminus  of  the  Bessemer  Railroad.  There  being  little  freight  from  Pittsburg 
to  the  lake  port,  the  ore  trains  returned  for  the  most  part  empty,  and  to  utilize 
this  profitless  haul  various  plans  had  been  discussed  by  Mr.  Frlck  and  his  col- 
leagues for  the  building  of  blast  furnaces  and  other  works  at  Gonneaut  tbat 
would  call  for  Pittsburgh  coal  and  coke.  One  of  these  schemes  is  outlined  In 
the  minutes  of  the  meeting  of  the  board  of  managers  held  on  January*  16,  18d9, 
previously  quoted,  and  at  the  same  meeting  Mr.  Clemson  made  a  remark,  which 
showed  that,  after  making  the  Investigation  authorized  by  Mr.  Frlck,  he  was 
in  favor  of  also  starting  the  tube  works.  It  is  probable  that  these  works  would 
have  been  built  by  the  Carnegie  managers  but  for  the  attempt  made  the  same 
year  to  sell  out  to  the  Moore  syndicate,  it  being  thought  undesirable  to  an- 
tagonize, while  such  a  deal  was  pending,  the  important  financiers  who  were 
interested  in  the  National  Tube  Co.,  with  which  the  new  works  would  have  come 
into  competition.  But  there  was  no  idea  at  this  time  of  holding  the  tube  project 
as  a  threat  over  anybody.  It  was  a  simple  business  plan,  growing  out  of  the 
need  for  filling  the  empty  ore  cars  on  their  return  to  Gonneaut. 

After  the  reorganization  of  the  steel  company  consequent  on  the  withdrawal 
of  BIr.  Frlck,  it  was  seen  by  Mr.  Gamegle  that  this  tube  project  might  be 
revived  and  utilized  to  force  the  purchase  of  at  least  his  own  holdings  in  the 
Gamegle  Co.,  and  perhaps  of  the  whole  concern.  So  the  plan  was  gone  orer 
afresh,  amplified  and  made  definite,  and  then  given  to  the  newspapers  by  the 
Carnegie  press  agent  and  by  Gamegle  Interviews.  Thus  it  was  published  the 
length  nnd  breadth  of  the  country  as  the  settled  purpose  of  the  steel  company. 
Here  are  two  of  these  statements ;  the  first  as  furnished  by  the  Carnegie  press 
agent,  and  the  second  in  a  characteristic  interview  with  Andrew  Carnegie. 
The  Pickwickian  humor  of  the  latter  will  not  be  lost  on  the  reader  who  recalls 
the  discussion  of  the  Gamegle  managers  in  1899  concerning  the  Gonneaut  project, 
quoted  in  the  eighteenth  chapter  of  this  book : 

"It  has  been  determined  by  the  Gamegle  Co.,  in  order  to  utilize  this  now 
profitless  haul,  to  establish  at  the  lake  terminal,  where  it  already  owned  great 
docks  and  has  ample  facilities  for  handling  ore  and  for  the  lake  shipment  of 
the  finished  product,  and  extensive  pipe  and  tube  manufacturing  plant,  repre* 
senting  an  investment  of  $12,000,000.  The  projected  works  will  stretch  orer  a 
mile  along  the  lake  front,  and  will  be  the  most  extensive  and  complete  plant 
of  the  kind  In  existence.  Electric  power  will  be  mainly  used  for  driving  the 
machinery,  and  the  system  of  operation  will  be  continuous,  the  ore  being  on- 
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loaded  from  vessels  at  one  end  and  worked  through  successive  stages  of  Iron 
and  steel  making  In  a  direct  line  to  the  finished  pipe  and  tube  at  the  other  end."^ 
(World's  Work.) 

'i  Immediately  following  the  Carnegie  Ck).  announcement  of  the  location  of  a 
tube  plant  at  Ck>nneaut  Harbor,  Ohio,  rumors  were  set  afloat  throwing  some 
doubt  on  the  sincerity  of  the  company's  intention  to  carry  out  the  announced 
plan&  In  the  iron  trade  there  was  an  attempt  to  find  a  reason  for  the  location 
of  the  plant  at  Conneaut  rather  than  in  the  Pittsburgh  district.  Regarding 
the  reasons  for  going  outside  of  the  Pittsburgh  district  Andrew  Carnegie  was 
quoted  last  week  as  follows :  '  In  the  first  place,  I  am  bound  to  say  that  Con- 
neaut was  not  considered  until  the  Pennsylvania  Railroad,  without  consulting, 
doubled  our  exix)rt  rates,  «  «  «  which  led  our  people  to  take  up  the  ques- 
tion, How  can  we  escape  from  the  grasp  of  this  arbitrary  railroad  combination? 
A  study  of  the  subject  convinced  everyone  that  we  could  do  so  by  taking  to 
water.  When  I  returned  from  Europe  it  was  to  find  all  agreed  that  this  was 
the  method  of  relief.  *  *  *  Our  establishment  at  Conneaut  will  benefit 
Pittsburgh,  because  we  shall  give  the  Pittsburgh  railroads  an  object  lesson. 
A  very  small  proportion  of  our  freight  will  go  by  rail  from  these  works.  We 
are  already  In  the  shipping  business,  and  have  only  to  add  half  a  dozen  small 
steamers  to  our  fieet  to  ply  to  the  Important  lake  cities,  distributing  steel  and 
loading  up  with  scrap,  of  which  we  shall  use  an. enormous  quantity.' " 

Asked  whether  the  proposed  plant  was  supposed  to  be  a  blow  at  the  National 
Tube  Co.,  Mr.  Carnegie  replied  that  at  one  time  Ihe  original  National  Co. 
purchased  billets  from  his  company,  but  later  decided  to  work  its  own  blast 
furnaces  and  make  Its  own  billets.  Continuing,  he  said :  ''As  I  understand  the 
policy  of  the  Carnegie  Steel  Co.,  it  is  to  cooperate  in  every  way  with  its  fellow 
manufacturers  in  the  Industrial  world,  and  not  to  push  Itself  iuto  any  new 
field,  save  in  self-defense.  We  did  not  leave  the  National  Tube  Co.  They  left 
us,  which  they  had  a  perfect  right  to  do,  of  course.  Now  we  are  ready  to  shake 
hands  and  cooperate  with  them  in  the  most  friendly  spirit.  We  are  better  for 
them  than  a  dozen  small  .concerns,  conducted  in  a  small.  Jealous  way.  We 
believe  there  is  room  enough  for  the  two  concerns."  (Iron  Trade  Review, 
January  17,  1901.) 

In  the  conversion  of,  the  heathen,  missionaries  have  found  it  useful  to  de- 
scribe the  condition  of 'the  damned  before  presenting  a  picture  of  the  Joys  of 
the  blessed.  It  was  on  some  such  principle  that  the  threat  of  industrial  war 
was  thus  made  by  the  Camegies  before  the  blessings  of  cooperation  and  con- 
solidation were  set  out  before  the  vision  of  the  alarmed  financiers  of  the  coun- 
try. The  panic  produced  by  the  double  threat  of  the  Carnegies  to  build  a  rival 
tube  works  and  to  enter  into  competition  with  the  great  Pennsylvania  has  been 
graphically  described  by  a  recent  magazine  writer :  - 

"  Either  project  as  a  threat  would  have  been  alarming.  The  two  together, 
as  imminent  and  assured  accomplishments,  produced  a  panic.  And  a  panic 
among  millionaires,  while  hard  to  produce,  is,  when  once  underway.  Just  as 
much  of  a  panic  as  is  a  panic  among  geese.  They  ran  this  way  and  that ;  they 
hid  one  behind  another ;  they  filled  the  newspapers  with  their  squawkings ;  they 
reproached,  Implored,  accused  each  other.  At  last  they  ran  to  their  master — 
Morgan — and  he  negotiated  with  Carnegie." 

But  the  negotiations  came  later.  They  were  preceded  by  a  bankers'  dinner, 
at  which  were  preached  the  Joys  of  industrial  peace.  This  famous  dinner  also 
grew  out  of  a  previous  incident  connected  with  Mr.  Frlck. 

Somewhere  about  the  time  of  the  purchase  of  the  Moore  option  Mr.  Frlck  in- 
vited a  number  of  prominent  bankers  to  Pittsburgh,  to  show  them  the  armor- 
plate  vault  that  had  Just  been  built  for  the  Union  Trust  Co.  Incidentally  they 
were  given  an  opportunity  of  seeing  the  extent  of  the  iron  and  steel  works  at 
Pittsburgh.  Up  to  that  time  the  resources  of  the  Iron  City  were  but  imper- 
fectly known  in  Wall  Street.  This  visit  showed  that  it  was  the  busiest  place 
in  the  world  and  the  center  of  its  greatest  Industry.  Duly  Impressed,  the 
tMinkers  returned  to  New  York,  and  the  courtesies  they  had  received  as  Mr. 
Frlck'a  guests  were  now  treated  as  an  outstanding  asset  of  the  Carnegie  Steel 
Go.  ^rongh  the  Infiuence  of  Mr.  Albert  C.  Case,  credit  agent  of  the  Carnegie 
Co.,  and  that  of  Mr.  Charles  Stewart  Smith,  an  Intimate  friend  of  Andrew 
Oamegle,  arrangements  were  made  with  a  prominent  banker  of  New  York,  who 
had  been  among  those  entertained  by  Mr.  Frlck,  to  give  a  return  dinner  ostensi- 
bly in  honor  of  Mr.  Schwab.  This  dinner  was  duly  given,  and,  as  a  spon- 
taneous-outburst of  enthusiasm  for  Mr.  Frick's  earlier  prot^g^,  it  has  been 
orach  written  about  and  discussed. 
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Mr.  Morgan  attended  the  dinner  and  listened  with  great  Interest  to  Mr. 
Schwab's  views  on  Industrial  combtnatlons — "views  apparently  so  large,  so 
wise,  and  so  Interesting  that  Mr.  Morgan  was  strongly  impressed  by  the  speech 
and  the  speaker.  Then  there  begah  a  series  of  Interviews,  which  eventually 
led  to  the  founding  of  the  United  States  Steel  Corporation,  to  the  realization  of 
Mr.  Carnegie's  desire  to  retire  from  the  control  of  the  business,"  and  to  the 
tale  and  absorption  of  the  Carnegie  Co.  It  was  the  most  masterly  piece  of 
diplomacy  in  the  history  of  American  indtrstry,  and  formed  a  fitting  climax  to 
Andrew  Carnegie's  romantic  business  career. 

Hie  furthet  story  of  the  merger  has  beeh  told  a  hundred  times,  and  n^ed  not 
^  repeated  here.  The  part  of  the  Carnegles  In  It  Is  Indicated  in  tbe  following 
Jett^r  to  stockliolders,  now  first  published : 

The  Casioegie  Co,, 
PUtsburffh,  Fa.,  March  9,  1991. 
(Personal  and  confidential.) 

Dkab  Sib:  To  facilitate  the  exchange  of  tbe  stock  of  the  Carnegie  Co.  for 
«tock  of  the  United  States  Steel  Obrporation,  the  tmdersfgned,  at  the  nequefit  of 
a  majority  of  tbe  stockholders,  have  agreed  to  act  as  a  committee,  on  b^aif  of 
their  fellow  Btockholders,  to  receive  certificates  of  stock  of  tbe  Camegle  Co. 
and  to  make  the  exchange  fbr.s9iares  of  pref^red  and  common  stock  of  t^e  new 
company. 

Yon  are  therefore  requited,  if  yon  deslbe  to  exchange  your  rtock  and  to  have 
this  committee  act  for^oo,  to  deliver  the  certificates  of  stock  o^  the  Carnegie 
Co.  held  by  you  to  W.  w.  Blackburn,  who  will  deliver  to  you  th^  receipt  of  fiie 
eottimlttee  therefor.  Such  certlflcatee  mu«l  be  indorsed  in  blank  (or  may  be 
aoeompanled  by  separate  powei«  of  attorney),  with  the  nam^s  of  the  under- 
signed  inserted  as  attorneys  In  ftict,  trlth  power  to  them  or  any  two  of  ^em  to 
traasfer  tbe  said  shares  upon  the  books  of  the  cohipany ;  proper  revenue  stamps 
to  be  attached.    The  receipt  appended  hereto  will  then  be  Signed. 

The  basis  of  exchange  is  as  follows  : 

One  share  of  the  Carnegie  Co.  stock  (par  value  |1,OOD)  to  recite  of  the 
United  States  Steel  Corporation  stock  15.3558  shares  of  7  p^r  cent  cumulative 
preferred,  par  value  $100 — $1,086.58;  14.10^  shares  common,  par  value  $100— 
$1,410.61.  No  scrip  will  be  issued  for  fractional  shares,  but  exchange  will  be 
arranged  at  the  rate  of  $100  per  share  for  preferred  and  $tK)  per  share  for 
common,  viz: 

Where  a  depositor  Is  entitled  to  less  than  otie-half  of  one  share  of  preferred 
or  common  stock,  he  will  receive  cash  for  same;  And  Where  entitled  to  more 
than  one-half  of  one  share  of  preferred  or  common  stock,  he  will  be  allotted 
and  required  to  pay  for  the  fractional  share  at  the  above  rate. 

A  deposit  of  stock  with  the  committee  will  constitute  an  acceptance  of  the 
alwvt  terms  by  the  depositor. 

Yours,  respectfully,  C.  M.  Schwas, 

L.  C.  Phipi*s, 

W.    W.    BLACKBtJBIf, 

VoTfnmiltee. 

Had  all  the  stockholders  been  subject  to  these  terms  it  would  have  meant 
that  the  $100,000,000  of  the  Carnegie  Co.'s  stock  would  have  been  exehanged 
for  the  United  States  Steel  Co.'s  stock  as  follows: 

7  per  cent  cumulative  preferred $240, 80d,  280 

Common    stock 226, 097, 760 

466, 267, 040 
Add  $160,000,000  bonds  exchanged  for  the  same  amount  Of  Oit- 
negie  bonds 160,  OOO,  000 

Total 626,267.040 

As  a  matter  of  fact,  however,  Andrew  Carnegie,  Mrs.  Lucy  C.  Omegle^  and 
George  iJiuder  were  paid  entirely  in  United  States  Steel  Co.  bonds  at  the  rate 
of  $1,500  per  share.  Thus  for  06,000  shares  of  stock  in  the  Carnegie  Co.  they 
received  $144,000,000  in  bonds  of  the  United  States  Steel  Corporation.  The 
balance  of  the  $304,000,000  bond  issue  of  the  latter,  or  $160,000,000,  was  ex- 
changed at  par  for  the  $160,000,000  bond  issue  of  the  Carnegie  Co. 

For  the  balance  of  the  stock  of  the  Carnegie  Co.,  1.  e.,  64,000  shares,  was 
Issued  $98,277,120  in  preferred  stock  and  $00,279,040  in  the  common  stock  of 
the  United  States  Steel  Corporation. 
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At  the  time  of  purchase  the  bonds  and  the  preferred  stock  were  considered 
worth  par  and  tha  common  stock  50.  making  the  total  amount  paid  at  that 
time  $447,416,640.  Add  to  this  the  $22,000,000  dividend  paid  to  Carnegie  stock- 
holders the  previous  year  in  adjustment  of  values  in  the  consolidation  of  the 
coke  and  steel  properties,  and  we  reach  the  total  cash  value  of  the  business 
to  which  Kloman's  little  forge  had  grown  In  40  years. 

Mr.  Young.  How  did  you  obtain  these  original  documents  for  use 
in  this  book  ? 

Mr.  Bridge.  They  were  given  to  me  by  officers  of  the  Carnegie  Steel 
Co.,  who  considered  that  they  had  the  right  to  give  them  to  me  for 
publication. 

Mr.  Young.  Were  they  given  to  you  for  the  purpose  of  compiling 
this  book  ! 

Mr.  Bridge.  Yes,  sir.    They  knew  what  I  was  doing. 

Mr.  Young.  And  who  were  these  officials? 

Mr.  Bridge.  If  the  committee  will  excuse  me,  I  would  rather  not 
name  them. 

Mr.  Young.  Did  this  book  grow  out  of  the  controversy  between  Mr. 
Frick  and  Mr.  Carnegie  ?    • 

Mr.  Bridge.  No,  sir ;  not  at  all.    It  had  nothing  to  do  with  it. 

Mr.  Young.  But  it  was  published  subsequently? 

Mr.  Bridge.  Yes. 

Mr.  Young.  Were  those  gentlemen  to  whom  you  refer  officials  of 
the  Carnegie  Co.  at  the  time  that  they  delivered  these  things  to  you? 

Mr.  Bridge.  Some  of  them  were. 

Mr.  Young.  Some  of  them  were  not? 

Mr.  Bridge.  Some  of  them  were  not ;  had  retired  from  the  business. 

Mr.  Young.  Were  these  things  given  with  the  consent  and  knowl- 
ed2;e  of  the  company  as  a  company  ? 

Mr.  Bridge.  As  a  company  the  officials  of  the  Carnegie  Steel  Co. 
refused  to  give  me  any  information,  and  practically  chaUenged  me  to 
write  a  bocMc  without  their  assistance.  Then,  afterwards,  some  of  the 
same  men  privately  gave  me  documents.  That  is  the  reason  I  do  not 
wish  to  name  them. 

Mr.  Young.  All  right. 

Mr.  Beall.  Had  you  begun  the  preparation  of  this  work  before  the 
controversy  came  up,  if  there  was  one,  between  Mr.  Carnegie  and  Mr. 
Frick? 

Mr.  Bridge.  This  work  was  done  four  or  five  years  later. 

The  Chairman.  That  is  all.    Thank  you. 
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BZHIBTT   OlTBBSD   BY   Mb.    YoUNO. 
[Statistical  abotnu^t  of  the  United  States,  1897.] 

PEI0E8  (Ur  D0MK8TI0  IB09. 

Vo,  192.— Prices  of  pig  iron,  rolled  bar  iron,  iron  and  steel  r<Uls,  steel  JAllets, 
per  ton,  and  of  out  and  wire  nails,  per  keg  of  100  pounds,  from  1852  to  1897. 

[Furnished  by  the  American  Iron  and  Steel  Association.] 
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31.75 

(!) 

34.50 

2.27 

1887 

1    20.82 

17.70 

10.02 

21.37 

49.37 

43.59 

32.55 

|;j 

37.08 

2.30 

•  $3.15 

1888 

18.88 

ia2i 

15.90 

17.38 

44.99 

39.67 

28.78 

29.83 

2.03 

2.56 

1889 

17.75 

15.48 

15.37 

18.00 

43.40 

38.30 

29.45 

(«) 

29.25 

2.00 

2.40 

1890 

18.40 

15.82 

15.78 

18.85 

45.92 

41.25 

30.32;      (») 

31.75 

2.00 

2.51 

1891 

17.52 

14.52 

14.06 

15.05 

42.56  !    38.38 

25.32 

v) 

,      29.92 

1.86 

2.04 

1892 

15.75 

13.54 

12.81 

14.37 

41.81 

36.79 

23.63 

v/ 

j      30.00 

1.83 

1.70 

1893 

14.52 

12.73 

11.77 

12.87 

38.08 

33.53 

20.44 

(•) 

28.12 

>»1.44 

1.40 

189* 

12.66 

'     10.73 

0.75 

11.38 

29.96 

26.86 

16.58 

?^ 

i      24.00 

»1.08 

1.11 

1S95 

13.10 

11.49 

iao4 

12.72 

32.29 

28.09 

18.48 

.      24.33 

»«1.47 

1.60 

1996 

12.05 

,     11.09 

10.39 

12.14 

31.30 

27.22 

18.83  i      (•) 
15.08'      (•) 

1                              ' 

1      28.00 

»2.32 

•2.60 

1897 

12.10 

1 

;    ia48 

1 

0.03 

iai3 

29.40 

24.73 

19.58 

>M.47 

•1.46 

«:At  Philadelphia. 

•  At  Plttsbmipi. 

•  From  store  at  Philadelphia. 

•  At  mflie  in  Pennsylvania. 

•  Wholcflale  base  prices  at  store.  Philadelphia. 

•  Base  prloes  from  Ikctofy,  f.  o.  b.  Chicago,  in  carload  lots. 

'  First  made  in  commRCial  quantities  in  the  United  States  in  1867.  • 

■  Superseded  by  the  manofBctore  of  steel  rails. 

•  Not  made  in  commerelal  qnantities  in  the  United  States  before  1887. 

M  Prloes  baaed  on  anew  classiflcation  adopted  in  1803,  the  base  price  and  schedule  of  extras  being  changed 
tocormpond  with  the  wire^iail  schedule,    in  December,  1896,  the  schedule  for  cut  and  wirenails  was  again 
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No,  254, — Pig  iron,  rolled  bar  iron,  iron  and  steel  rails,  steel  billets,  per  long 
ton,  and  cut  and  toire  nails,  per  keg  of  100  pounds;  annual  average  prices, 
1898  to  1910. 

[Furnished  by  the  American  Iron  and  Steel  Association.] 


Pig  iron. 


Bar  iron,  rolled. 


Calendar  year. 


189S. 


1899 1  19.36  10.60 

1900 '  19.98  16.49 

1901 1  15.87  14.08 

1902 '  22.19  19.20 

1903 1  19.92  17.13 

1904 15.57  13.«7 

1905 17.88  16.58 

1906 20.98  17.79 

1907 23.89  21.06 

1908 17.70  15.72 

1909 17.81  16.13 

1910 17.36  16.72 


Gray 
forge 
Iftlre 
ore.« 


I 


.!  $11.06  ,  S10.23       19.18 
I    16.72 
16.90 
I    14.20 
I    19. 49 
I    17.52 
12.89 
15.62 
18.19 
■    21.52 
15.23 
15.65 
15.24 


Besse- 
mer.' 


$10.33 
19.03 
19.49 
15.93 
20.67 
18.98 
13.76 
16.36 
19.64 
22.84 
17.07 
17.41 
17.19 


Best 

re- 

fined.3 


S28.65 
40.29 
44.00 
41.16 
47.79 
44.83 
38.49 
42.97 
44.28 
47.30 
38.12 
39.33 
41.37 


Best 
re- 
fined. 2 


$23.9*) 
43.75 
48.12 
40.38 
43.63 
39.69 
33.17 
41.89 
43.21 
43.49 
36.76 
30.40 
36.87 


Steel 

bU- 

]ets.s 


$15.31 
31.12 
26.06 
24.13 
30.57 
27.91 
22.1s 
24.03 
27.46 
29.26 
26.31 
24.62 
25.38 


Rails, 
steel 
stand- 
ard 
sec- 
tion.* 


$17.62 
28.12 
32.29 
27.33 
28.00 
28.00 
28.00 
28.00 
28.00 
28.00 
28.00 
28.00 
28.00 


Nails. 


Cut.* 


'$1 
2 


31 
21 
2.46 
2.29 
2.29 
2.36 
2.01 
2.00 
2.13 
2.36 
2.20 
2.05 
2.10 


Wire* 


$1.45 
2.60 
2.76 
2.41 
2.15 
2.U 
L9€ 
1.93 
l.flR 

Zb 

2.17 
2.00 
1.96 


1  At  Philadelphia. 
>  At  PitUbargh. 

*  Net  price  from  store  at  Philadelphia. 

*  At  mills  in  Pennsylvania.    First  made  in  commercial  quantities  in  the  United  States  in  1867. 

*  Wholesale  base  prices  at  store,  Philadelphia. 

*  Base  prices  from  factory  f.  0.  b.  Chicago,  in  carload  lots. 

7  Prices  baaed  on  a  new  classification  adopted  in  1893,  the  base  price  and  schedule  of  extras  being  changed 
to  correspond  with  the  wire-nail  schedule.  In  December,  1896,  the  schedule  for  out  and  wire  nails  was  a^un 
changed. 

From  the  report  of  the  American  Iron  and  Steel  Association  for  1907  with 
additions  by  said  association  for  subsequent  years. 

STEEL  BAILS. 

The  following  table  gives  tlie  annual  production  in  gross  tons  of  Bessemer 
steel  rails  in  the  United  States  from  1867  to  1910,  together  with  their  average 
annual  price  at  the  works  in  Pennsylvania  and  the  rates  of  duty  imposed  at 
various  periods.  Prices  are  in  currency.  The  premium  on  gold  ended  on  Janu- 
ary 1.  1879: 


Years. 


(Jros;  t  )tl<. 


rrire. 


Duty. 


1867. 
18(kH. 
1869. 
1870. 
1871. 
1872. 
1873. 
1874. 
1875. 
1876. 
1877. 
1878. 
1879. 
ISSO. 
18.SI. 
1SH2. 
1SS3. 
1884. 

lKS5. 

\ssv,. 
1SK7. 
1888. 
1889. 
1890. 
1891. 
1892. 
1893. 


2,277 

6,451 

8,616 

30,357 

34, 152 

83,991 

llo, 192 

129,414 

259, 69() 

3(>8, 269 

:J85,8<)5 

491,427 

610,682 

862, 196 

1,187.770 

1,284.067 

1,148,709 

906.983 

959,471 

1,574,703 

2,101,904 

1,386,277 

1,510,057 

1,867, 8:^7 

1,293,053 

1.537,588 

1,129,400 


$166. 
158. 
132. 
106. 
102. 
111. 
120. 

94. 

68. 

59. 

46. 

42. 

48. 

67. 

61. 

48. 

37. 

30. 

28. 

34. 

37. 

29. 

29. 

31. 

29. 

30. 

28. 


00 
46 
19 
79 
52 
94 
58 
28 
75 
25 
58 
21 
21 
62 
08 
60 
76 
75 
62 
62 
08 
83 
25 
78 
92 
00 
12 


45  per  cent  ad  valorem  to  Jan.  1, 1871. 


$28  per  ton  from  Jan.  1,  1871,  to  .\ug.  1.  1872;  $25.30  frooi 
Au^.  1 ,  1872,  to  Mar.  3, 1875;  S28  from  Mar.  3, 1875,  to  July 

1,1883. 


S17  per  ton  from  July  1,  1883,  to  Oct.  6,  1S90. 


$13.44  per  ton  from  Oct.  6, 1890,  to  Aug.  28, 1894. 
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- 

Years. 

Oro«!  ton.". 

Price. 

- 

'      124.00 
1        24.33 
28.00 
18.75 
17.62 
28.12 
32.29 
27.33 
28.00 
28.00 
28.00 
28.00 
28.00 
28.00 
28.00 

Duty.   . 

1S94.. 

1,016,013 
1,299,628 
1,116,958 
1,644,520 
1,976,702 
2,270,585 
2,383.654 
2,870,816 
2,935.392 
2.946,756 
2,137,957 
3.192.347 
3.791. 4S9 
3,380,025 
1.349.153 
1.767,171 
1.884.442 

$7.84  per  tonlfrom^Aug.  28.'1894,  to  Aiig.'6, 1909. 

IWo 

itm 

iw 

188N 

1809 

1900 

1901 

1902 

1903 

1904 

19fVi 

liRlft 

1907.. 

19nK.. 

1910.. 

t 

Memobandtjm  as  to  Soubce  of  Following  Tables. 

1.  For  the  production  of  tin  plates  and  teme  plates  In  the  United  States  from 
1891  to  1909  see  the  annual  report  of  the  American  Iron  &  Steel  Association  for 
1909,  part  II,  pages  8-9.  A  copy  Is  sent  therewith.  Fiflriirep  for  1910,  collected 
by  the  aasodation,  have  been  added  to  the  table.  For  1910  figures,  see  pnge 
83  of  the  association's  report  for  1910.  Copies  of  the  report  of  Col.  Ira  Ayer, 
who  collected  the  tinplate  statistics  for  the  Treasury  Department,  from  July  1, 
1891,  to  June  80,  1897,  can  probably  be  had  at  Washington.  Our  files  of  his 
reports  are  not  now  complete.  As  stated  on  page  8,  part  II,  of  the  annual 
report  of  the  American  Iron  &  Steel  Association  for  1909,  tinplate  statistics 
from  July  1,  1897,  have  been  complied  chiefly  from  the  records  of  the  American 
Iron  ft  Steel  Association. 

2.  For  the  table  by  W.  Fellows  &  Co.,  giving  the  highest  and  lowest  prices 
of  tin  plates  at  LlveriKiol  from  1803  to  1802,  see  pnpe  50  of  the  annual  re[)ort 
of  the  American  Iron  ft  Steel  Association  for  1892,  sent  herewith. 

3.  For  the  table  givinsr  the  hi;;hest  nnd  lowest  prioe.s  of  foreign  tin  ])l«tes 
at  Philadelphia  or  New  York  from  1809  to  1891,  prepared  by  the  N.  ft  O.  Taylor 
Co,,  of  Philadelphia,  see  the  minority  report  of  the  Ways  and  Means  Com- 
mittee of  the  House  of  Representatives,  Fifty-second  Congress,  first  session — 
Report  1040,  part  II,  pages  17-18,  dated  April  25,  1892,  to  accompany  H.  R. 
8033.  Unfortunately  I  have  but  one  copy  of  this  report.  You  can  probably 
obtnin  a  copy  at  the  House  library  or  at  the  document  room. 

4.  For  the  table  giving  the  prices  of  foreign  tin  plates  nt  New  York  nnd  St. 
Louis  from  1878  to  1891,  see  page  21  of  a  letter  from  the  American  Iron  ft 
Steel  Association  to  Senator  Aldrich,  dated  September  18,  1891.  Title  of 
pamphlet,  "The  Iron  and  Steel  Industries  of  the  United  States."  Copy  sent 
herewith. 

5.  For  the  table  giving  the  average  yearly  prices  of  foreign  tin  j)lateR  jU  Now 
York  fiom  18D0  to  1898,  see  page  47  of  the  annual  report  of  the  American 
Iron  ft  Steel  Association  for  1910. 

0.  For  the  table  giving  the  prices  of  domestic  tin  plates  at  mills  in  Pennsyl- 
vania from  1899  to  1910,  see  page  47  of  the  annual  report  of  the  American  Iron 
&  Steel  Association  for  1910. 


TIN  PLATES  AND  TEBNE  PLATES. 

The  following  table  gives  the  production  of  both  tin  plates  and  terne  plales 
in  the  United  States  from  the  beginning  of  the  Industry  in  1891  to  the  end  of 
1010.  From  July  1.  1891,  to  Juno  30.  lSi)7.  the  statistics  were  collected  by  Col. 
Ira  Ayer  for  the  Treasury  Department.  On  the  latter  date  the  department 
abandoned  the  collection  of  these  statistics.  From  July  1,  1897,  to  December 
31,  1910,  the  Btatistlcs  have  been  compiled  from  reliable  sources  of  information, 
but  chiefly  from  the  records  of  the  American  Iron  ft  Steel  Association.  For 
1900  the  flgnres  are  for  the  census  year  ending  on  May  31,  and  for  1904  they 
are  for  the  census  year  ending  on  December  31,  the  statistics  of  both  tin  plates 
and  teme  plates  for  these  two  years  having  been  collected  by  the  Bureau  of 
the  Gensas.  The  production  of  tin  dipping  plants  is  included  in  the  figures 
for  all  years. 
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Years. 


Tin  plates.     |   Temeplates. 


1801  (second  6  months) , 
1892  (calendar  year) . . . 
1803 


first  6  months)... 
second  6  months) , 
calendar  year) . . . 


Poundt. 

368,400 

13,921,206 

64,636,200 

102,223,407 

165,927,007 

270,161,786 

203,028,258 


Poundi. 
1,868,343 
28,197,806 
59,070,408 
64,120,002 
88,683,488 
89,058,013 
40,545,643 


1000  (census  year  ending  May  31) , 

1001  (calendar  year) 

1002 


707,718,230  '   141,285,783 


Total. 


1003 |. 

1004  (oeiisas  year  ending  Dec.  31) i 

1005  (calendar  year) 

1006 1,100,373,000 

1007 1   006,660,000 

1006 1  1,048,806,000 

1000 ,  1,170,858,000 

1010 1  1,450,821,000 


867,526,085    158,857,866 


103,367,000 
156,447,000 
154,170,000 
100,030,000 
168,184,000 


Poumdi. 

2.236.743 

42,119.192 

123,006.707 

166,343,400 

254,611,305 

350,209,796 

262,573.901 

322,206,619 

732,289,600 

806,360,000 

849,004.022 

804,411,840 

806,400,000 

1,075,200,000 

1,026,384,861 

1,106,440,000 

1,283,740,000 

1,163,007,000 

1,203,075,000 

1,370,788,000 

1,619,005.000 


In  the  following  table  we  have  reduced  to  gross  tons  the  figures  in  the  last 
column  of  the  above  table,  which  give  the  total  production  of  tin  plates  nnd 
temeplates  from  1891  to  1010. 


Years. 


1891  (last  6  months) 

1802 

1803 

1804 

1895 

1896 

1897 

1898 

1899 

1900  (census  year  ending  May  31)., 


Gross  tons. 


999 

18,803 

55,182 

74,260 

113,666 

160,362 

256,598 

326,915 

360,875 

379,020 


Years. 


1901 

1902 

1903 

I  1904  (census  year  ending  Dec.  31) 

1905 

1906 

1907 

1908 

1909 

1910 


OrosB  ton^. 


390.291 
360.000 
480.000 
458.208 
403,500 
577,5<B 
514. 77S 
637,067 
611,050 
J,  770 


PRICE  OF  FOREIGN   TIN   PLATES. 


The  duty  of  2.2  cents  per  pound  in  the  tariff  of  1890  having  established 
our  tin-plate  industry  on  a  permanent  basis,  as  is  shown  by  the  statistics  of 
production,  the  effect  of  this  and  subsequent  protective  duties  on  the  prices 
of  tin  plates  to  consumers  may  next  be  considered.  We  submit  herewith  a 
series  of  tables  which  we  have  compiled  from  authentic  sources,  giving  the 
prices  at  which  tin  plates  of  both  domestic  and  foreign  manufacture  have  been 
sold  before  and  after  the  tin-plate  industry  was  established  in  this  country. 
The  figures  we  shall  give  do  not  relate  to  terne  plates. 

We  will  give  first  the  prices  prevailing  abroad  before  our  tin-plate  industry 
obtained  a  foothold.  The  following  table  presents  the  highest  and  lowest 
yearly  prices  of  I.  0.  coke  tin  plates,  per  box  of  about  108  pounds,  at  Liverpool 
from  1863  to  1892,  as  reported  by  W.  Fallows  &  Co.,  of  Liverpool,  Iron  and 
steel  merchants  of  long  experience  and  establlsed  reputation: 
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Ymts. 

Lowest 
price. 

£    «.    d. 

1    02   03 
1    04   00 
1    02   00 
1    04    06 
I    01    06 
1    01    06 
1    03    06 
1    03    00 
1    04    06 
1    06    06 
1    10    00 
1    00    00 
1    01    00 
0    10    06 
0    17    00 

Highest 
piice. 

i 

Yean. 

1 

Lowest 
price. 

Lowest 
price. 

lg«3 

£    «.    d. 

1    05    06 
1    06    00 
1    06    06 
1    06    06 
1    04    06 
1    04    00 
1    04    OOj 
1    04    06' 

1  08    06 

2  02    00 
1    17    00 
1    12    06 
1    11    00 
1    01    00 
0    18    09 

t 

1878 

£    t.   d. 
0    13   00 
0    14    06 
0    14    06 
0    14    06 
0    15    00 
0    15    06 
0    14    00 
0    12    06 
0    12    03 
0    12    00 
0    13    03 
0    12    09 
0    13    06 
0    12    06 
0    12    00 

£    «.    d. 

0    16   00 

1864 

1879 

1    03    00 

1865 

.  1880 

1    10   00 

1866 

1881 

0    17    09 

1867 

1882 

0    18    00 

1888 

'  1883 

0    16    03 

1869 

1884 

0    16    06 

1870 

1886 

0    15    00 

1871 

1886 

0    14    00 

1872 

1887 

0    16    00 

1873 

1  1888 

0    16    06 

1874.'. 

,  1889 , 

0    15    00 

1875 

1  1890 

0    18    00 

1876 

'  1891 

0    17    00 

1877 

1  1892 

0    12    00 

1 

A  study  of  the  above  table  shows  that  the  price  of  tin  plates  at  Liverpool  from 
1863  to  18d2  was  often  above  |6  per  box  of  108  pounds,  occasionally  above  $6 
and  $7  per  box,  and  once,  in  1872,  the  price  rose  to  $10.  Sometimes,  through 
trade  wars,  prices  fell  to  $4  and  even  to  $3.  But  for  10  years  at  a  time  the 
price  was  above  |6.  These  prices,  it  must  be  remembered,  were  in  Liverpool, 
to  which,  if  the  tin  plates  were  exported  to  this  country,  would  be  added  freight 
and  duty  and  other  charges. 

The  following  table  was  prepared  by  the  N.  &  G.  Taylor  Co.,  importers,  of 
Philadelphia,  in  April,  1802,  and  is  contained  in  the  minority  report  of  the 
Ways  and  Means  Committee  submitted  to  the  House  of  Representatives  on 
April  25,  1892.  It  gives  the  prices  of  foreign  tin  plates  at  Philadelphia  from 
1869  to  1891. 


Yean. 

Mel}^  grade 

tin  plates. 
Lowest. 

Coke  tin  plates. 

1 
Highest.   1 

1 
Highest. 

$7.25 
7.75 
8.37 
12.50 
10.50 
S.75 
7.87 
(..62 
fi.00 
5.37 
7.50 
8.02 
5.57 
5.50 
5.12 
4.87 
4.75  ' 
4.75 
4.76 
4.75 
5.12 
5.75 
5.87 

Lowest. 

I860 

$9.00  ' 
9.00  ! 
9.37 
13.75 
12.50 
11.00 
10.00  , 
7.62  ; 
6.87 
6.12 
8.37 
10.00 
6.62 
6.50, 
1             6.37  1 
6.00  ' 
5.75  ' 
5.75 
6.12 
6.12 
6.37 
6.50  1 
7.00 

$8.25 
8.25 
8.25 
9.50 
9.76 
9.62 
7.50 
7.00 
6.12 
6.87 
5.87 
6.00 
6.00 
6.25 
6.25 
5.75 
5.50 
5.60 
5.50 
5.37 
5.50 
6.12 
6.50 

$7.00 

lOTO 

7.00 

isn 

7.12 

1872 

8.25 

1873 

9.50 

1874 

7.50 

1875 

6.25 

187t> 

5.87 

1877 -  

5.37 

1878 

• 

4.62 

1S79 

4.87 

IS80 

4.87 

1881 --- - 

4.87 

1883 

4.87 

1883 

1884 

U85 

4.87 
4.50 
4.26 

1886 

1887 

IffR     

4.25 
4.26 
4.37 

ISBQ 

4.37 

1880 

ia» 

4.50 
5.12 
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The  following  table  gives  the  prices  actually  paid  at  New  York  and  St. 
I^uls  by  consumers  of  foreign  tin  plates  from  1878  to  1891.  The  prices  are  per 
box  of  108  pounds,  and  are  for  an  average  grade  of  Melyn  charcoal  tin  plates 
and  an  average  grade  of  Grafton  or  J.  B.  coke  tin  plates : 


Years. 


Prices  at  New  York. 


Charcoal. 


1878. 
1879. 
1880. 
1881. 
1882. 
1883. 
1884. 
1885. 
1886. 
1887. 
1888. 
1889. 
1890. 
1891. 


17.25 
8.00 
6.40 
6.20 
6.00 
5.65 
5.35 
5.25 
5.50 
5.46 
5.45 
6.05 
6.20 


f6.25 
6.76 
5.46 
5.30 
5.10 
4.70 
4.40 
4.30 
4.60 
4.55 
4.55 
5.15 
5.30 


Prices  at  St.  Louis. 


Charcoal 


S6.87i 
8.25 
9.00 
7.25 
7.00 
6.75 
6.50 
6.25 
6.15 
6.25 
6.25 
6.40 
6.80 
7.00 


Coke, 


t6.121 
7. 37  J 

•  8.12^ 
6.50 
6.25 
6.00 
5.50 


25 
23 
40 
50 
60 
85 


6.00 


The  above  prices  are  for  foreign  tin  plates  to  consumers  In  this  country.  It 
will  be  noticed  that  in  no  year  from  1878  to  1901  did  the  price  of  coke  tin  plates 
at  New  York  fall  below  $4.30  per  box,  and  that  the  price  was  for  several  years 
above  $6,  and  in  two  years  above  $6,  per  box. 

For  a  few  years  after  the  enactment  of  the  McKinley  tariff  of  1890,  the  tin- 
plate  provisions  taking  effect  in  1891,  the  prices  of  foreign  tin  plates  in  our 
markets  were  maintained  at  about  $5  per  box,  usually  above  $5,  but  when  it 
became  apparent  to  the  foreign  manufacturers  tliat  our  tin-plate  industry  had 
come  to  stay  their  price  was  reduced  in  1895  a  full  dollar  per  box,  falling  below 
$4.  The  following  table  gives  the  average  yearly  prices  of  imported  coke 
Bessemer  tin  plates,  I.  C,  14  by  20,  per  box  of  108  pounds,  at  New  York,  freight 
and  duty  paid,  from  1890  to  1898: 


Years. 


Price. 


1<90 ;  $4.80 

1S91 1  5. 34 

1892 ,  5. 30 

1893 '  5. 37 

1894 4. 89 


Years. 


Price. 


1895 Sa.87 

1896 a.  80 

1897 [  3. 90 

1898 4. 00 


PRICES  OF  DOMESTIC  TIN  PLATES. 

Now,  we  come  to  the  prices  of  domestic  tin  plates.  Did  our  tin-plate  manu- 
facturers increase  the  cost  of  tin  plates  to  consumers  after  a  protective  daty 
was  imposed?  On  the  contrary,  they  have  greatly  reduced  the  cost,  while 
assuring  to  consumers  a  more  uniformly  excellent  quality  of  tin  plates  than 
when  these  consumers  were  dependent  upon  foreign  manufacturers.  This  they 
have  done  for  20  years.  Unfortunately,  only  fragmentary  quotations  of  do- 
mestic tin  plates  in  the  early  years  of  their  manufacture  are  available,  but  the 
following  details  will  show  that,  in  comparison  with  the  New  York  prices  of 
foreign  tin  plates  above  given,  our  manufacturers  sold  their  tin  plates  at  remark- 
ably low  prices.  New  industries  are  always  operated  at  a  greater  cost  at  the 
beginning  than  is  required  after  they  have  been  in  operation  a  few  years. 
From  1890  to  1895  the  prices  charged  for  domestic  tin  plates  and  teme  plateB 
were  approximately  the  same  as  those  which  prevailed  for  the  foreign  product, 
the  domestic  manufacturer  simply  meeting  the  prices  charged  by  his  foreign 
competitor. 

From  a  leading  New  York  commission  house  we  learn  that  the  price  actually 
paid  at  New  York  for  Bessemer  coke  tin  plates  of  domestic  manufacture  on 
October  24,  1892,  was  $5.20  per  box  of  108  pounds  and  $4.97  per  box  of  100 
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poands.  The  black  plates  were  manufactured  in  the  West,  and  the  tinning 
was  done  in  the  East.  In  May,  18d3,  the  price  was  $5.15  per  box  of  108  pounds 
and  $4.95  per  box  of  100  pounds;  and  in  October,  1893,  it  was  $5  per  box  of 
108  pounds  and  $4.77  per  box  of  100  pounds.  In  November,  1893,  the  price  at 
Pennsylvania  mills  was  $4.75  per  box  of  100  pounds.  On  December  7,  1893,  it 
was  $4.95  per  box  of  108  pounds  and  $4.80  per  box  of  100  pounds.  In  December 
of  the  same  year  it  was  $4.85  per  box  of  108  pounds.  On  January  28,  1895, 
it  was  $3.60  per  box  of  108  pounds  and  $3.45  per  box  of  100  pounds.  To  these 
prices  15  cents  for  freight  to  New  York  would  be  added. 

WilHam  U.  Follansbee,  secretary  and  treasurer  of  the  Follansbee  Bros.  Co., 
of  Pittsburgh,  advises  us  that  in  each  of  the  last  six  months  of  1892  the  price 
of  Bessemer  coke  tin  plates  was  $5.50  per  box  of  100  pounds,  f.  o.  b.  at  mill 
near  Pittsburgh,  and  that  the  price  for  the  same  grade  of  tin  plates  in  1898 
was  $5.50  per  box  In  March,  $5.20  per  box  in  June,  and  $4.90  per  box  in  Sep- 
tember, and  that  in  December,  1894,  it  was  $3.70  per  box.  Beginning  early  in 
1895  a  sufficient  number  of  American  mills  were  in  operation  to  make  a  definite 
market  for  coke  tin  plates.  From  February  to  October  of  that  year  these  tin 
plates  were  obtainable  at  $3.47^  per  box  of  100  pounds,  f.  o.  b.  at  mill  near 
Pittsburgh,  with  a  still  lower  price  of  $3.35  per  box  in  December,  1805. 

According  to  the  Iron  Age  the  average  wholesale  price  of  American  Bessemer 
tin  plates,  I.  C,  14  by  20,  per  box  of  lOS  pounds,  at  New  York,  in  1896,  was 
$3.63;  in  1897  it  was  $3.26;  and  in  1898  it  was  $2.99.  These  prices  are  obtained 
from  monthly  averages,  which  in  turn  had  been  averaged  from  weekly  quota- 
tions. The  following  table,  compiled  from  quotations  In  the  Iron  Age,  gives 
the  average  yearly  prices  of  domestic  tin  plates,  I.  C,  14  by  20,  per  box  of  100 
pounds,  at  tin  plate  mills  in  Pennsylvania,  from  1899  to  the  end  of  1910: 


Years. 


1»9 
1900 
1901 
1902 
1903 
1904 


1 
Price. 

$4.06 

4.47  i 

4.00  ' 

3.93  . 

3.74 

3.41  ; 

•                                       1 

Years. 


1905. 
1906. 
1907. 
1908. 
1909. 
1910. 


Price. 


$3.50 
3.G9 
3.90 
3.70 
3.60 

3.eo 


An  examination  of  the  tables  of  prices  we  have  given  will  show  that  so 
long  as  foreigners  enjoyed  the  monopoly  of  supplying  our  markets  with  tin 
plates  they  charged  us,  as  a  rule,  high  prices  for  all  the  tin  plates  we  bought 
from  them,  and  that  since  the  passage  of  the  tariff  of  1890  tin  plates  have  been, 
as  a  rule,  much  cheaper  in  our  markets  than  ^hey  had  previously  been,  thus 
illustrating  again  the  truth  that  a  protective  duty,  if  maintained  long  enough, 
not  only  gives  employment  to  our  own  people  and  keeps  our  money  at  home 
but  also  has  the  effect  of  permanently  reducing  the  prices  of  the  protected 
product  to  consumers. 
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commntee  on  investigation  of  the 

United  States  Steel  Corporation, 

House  of  Representatives, 

Monday^  January  22^  1912. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chairman) 
presiding. 

STATEMENT  OF  MB.  J.  A.  FABBELL. 

The  witness  was  duly  swom  by  the  chairman. 

The  Chairman.  I  simply  would  like  to  call  the  attention  of  the 
committee  to  the  fact  that  1  served  a  subpcena  duces  tecum  upon  the 
president  of  the  United  States  Steel  Corporation,  Mr.  Farrell,  for  the 
producion  of  certain  books  and  papers  which  were  needed  by  the 
ccmimittee  and  by  Mr.  MacBae  in  the  completion  of  his  report,  and 
Mr.  Farrell  is  here  this  morning  in  obedience  to  that  process.  Mr. 
Farrell,  at  a  subsequent  date  I  am  sorry  that  we  will  have  to  put 
you  to  the  trouble  of  coming  here  more  than  once.  We  would  like 
to  have  you  here  to  ask  you  something  about  foreign  prices  and  the 
prices  quoted  in  these  hearings,  but  it  is  not  my  intention  to  go  into 
that  this  morning,  unless  the  committee  cares  to.  We  will  have  to  go 
into  that  subsequently. 

Mr.  Reed.  At  a  subsequent  day  this  week,  Mr.  Chairman? 

The  Chairman.  Some  day,  if  possible,  that  will  suit  the  conven- 
ience of  Mr.  Farrell  and  the  committee.  There  are  other  witnesses 
here — one  from  San  Francisco — and  I  did  not  really  think  it  was 
necessary  for  the  president  to  come,  as  I  indicated  to  Mr.  Seed,  if 
these  things  could  be  furnished  and  if  they  could  be  turned  over  to 
Mr.  MacRae,  which  would  be  a  compliance  with  the  subpoena. 

First,  I  asked  Mr.  Farrell  for  tne  profit  and  loss  sheets  of  the 
United  States  Steel  Corporation  for  the  years  1901  to  1910,  inclu- 
sive. I  have  not  the  letter  of  Mr.  MacKae — ^it  was  not  returned 
to  me-^ut  I  can  auote  it.  Before  the  committee  took  a  recess  for 
the  adjournment  oi  the  last  session  of  Congress,  Mr.  Lindabury  left 
the  chairman  under  the  impression  that  these  profit  and  loss  sheets 
would  be  furnished,  and  they  were  furnished;  but  after  the  adjourn- 
ment of  the  House  I  was  notified  by  Mr.  Boiling  and  others  that 
these  receipts  could  only  be  furnished  in  the  event  that  Mr.  MacRae 
would  agree  to  make  such  use  of  them  as  the  corporation  would  desig- 
nate, namely — ^I  think  I  can  quote  it  correctly — you  may  have  the 
memorandum — ^that  he  would  not  make  public  the  earnings  of  any 
specific  subsidiary  company,  and  that  his  report,  like  the  report  of 
Mr.  Herbert  Knox  Smith,  the  Commissioner  of  Corporations,  would 
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show  only  the  cost  and  other  data  in  the  aggregate  where  several 
companies  were  concerned  in  such  wa^r  as  not  to  show  the  earnings 
and  the  cost  or  other  affairs  of  any  specific  and  particular  company. 

The  House  not  being  in  session,  and  the  chairman  being  very 
anxious  to  have 'Mr.  MacRae  occupied,  I  wired  the  United  Stat^ 
Steel  Corporation  that  Mr.  MacRae  might  sisn  such  a  receipt,  with 
the  distinct  understanding  that  th^  chairman,  oy  inference  nor  other- 
wise, would  be  bound  as  agreeing  to  any  such  proposition  after  Con- 
gress conveiied  and  after  he  could  issue  a  subpoena  and  bring  the 
matter  up  before  the  committee,  but  that  in  the  meantime  I  was  per- 
fectly willing  that  Mr.  MacRae  should  use  the  cost  sheets  as  desig- 
nated. But  I  do  not  think  it  comports  with  the  dignity  of  the  chair- 
man or  of  this  committee  to  accept  information  or  these  cost  sheets 
with  any  restriction  placed  upon  the  use  of  them  in  any  way  within 
the  discretion  of  the  committee.  For  that  reason  I  brought  the 
matter  up  to  the  committee  and  secured  an  expression  of  opinion  and 
issued  the  process.  If  these  profit  and  loss  sheets  are  turned  over  to 
Mr.  MacRae  and  the  committee  is  permitted  to  ose  them  as  if  they 
had  been  produced  here,  I  have  no  desire  to  bring  them  to  Wash- 
ington. 

Mr.  Reed.  Mr.  Chairman,  before  the  year  1901.  so  far  as  wt  know, 
there  were  no  profit  and  loss  statements  compiled.  Fof  the  years 
1902  to  1910  Mr.  MacRae  already  has  in  his  possession^  I  bfllieve, 
copies  of  our  i)rofit  and  loss  sheets.  If  that  will  be  sufficient,  I  gap- 
pose  the  committee  will  not  want  the  original  left  with  the  coHunittoe 
now? 

The  Chairman.  Oh,  mo. 

Mr.  Reed.  Of  course,  we  understand  that  the  effect^  of  bringing 
in  these  papers  on  a  subpoena  is  to  nullify  the  restriction  that  was 
placed  on  tnem  by  the  agreement  with  Mr.  MacRaa 

The  Chairman.  That  is  right. 

Mr.  Reed.  But  we  have  not  yet  abandoned  all  hope  that  the  com- 
mittee, in  its  discretion,  will  not  authorize  any  unnecessary  pub- 
licibr  to  be  given  to  our  operating  costs. 

Mr.  Gardner.  Will  you  kindly  repeat  that? 

Mr.  Reed.  AVe  have  not  abandoned  the  hope—; — 

Mr.  Gardner  (interposing).  About  discontinuing? 

Mr.  Reed.  I  understand  that  all  of  these  papers  are  prodvioed  on 
subpoena,  and  we  have  no  right  to  ask  the  committee  for  any  agree- 
ment as  to  the  use  that  will  be  made  of  them  in  the  discretion  of  the 
committee,  but  we  earnestly  hope  that  the  committee  will  not  author- 
ize  any  greater  publicity  of  these  things,  because  they  relate  to  our 
innermost  affairs — any  ^eater  publicity  than  is  necessary. 

Mr.  Bartlett.  What  do  you  mean? 

Mr.  Reed.  If  the  committee  finds  that  its  purposes'  would  be  served 
by  a  composite  cost  sheet  such  as  we  were  willing  Mr.  MacRae  should 
make  public,  I  do  not  think  we  object 

The  Chairman.  I  will  say  that  I  readily  understand  the  desire 
of  the  United  States  Steel  Corporation  that  its  trade  secrets  should 
not  be  made  public.  I  certainly  have  no  desire  to  make  public  any 
statement  or  any  fact  that  would  injure  or  affect  a  great  industry^ 
where  the  publicity  is  not  demanded,  and  where  the  companies  woufd 
suffer,  ana  I  am  rather  inclined  to  believe,  after  consulting  with 
Mr.  MacRae,  that  a  great  deal  of  this  report  can  be  made  upon  the 
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basis  of  either  a  composite  oost  sheet  or  a  maximum  and  minimum 
cost  riwet,  which  will  not  give  the  names  of  the  particular  concerns 
that  ineiirred  them.  I  can  not  speak  for  ihe  committee,  but  I  pre- 
sarae  liie  committee  feel  the  same  way ;  we  certainly  ha^e  no  desire 
to  make  public  anything  tibat  will  simply  hamper  you  in  your  busi- 
ness «nd  wiH  not  throw  light  upon  the  great  questions  that  we  are 
here  to  invwtigBte. 

Mr.  ICen>.  We  know  ttiat  is  the  aootive  of  the  committee. 

Mr.  Bahtlett.  Would  our  pmT)ose  be  subserved  by  having  Mr. 
MadUe  take  the  stand  and  give  evidence  of  the  cost? 

Mr.  BaBH>.  No ;  I  do  not  suggei^  that  Mr.  MacRae  should  take  the 
stand,  but  I  suppose  he  will  maKe  his  report  to  the  committee,  setting 
forth  the  substance  of  his  investigations. 

Mr.  BAircLErr.  In  other  words,  t  do  not  think  we  should  make  any 
quasi  agreement  and  afterwards  find  that  we  can  not  carry  it  out. 

The  Chairman.  We  will  be  at  perfect  liberty  to  show  as  much  as 
we  vmnt  as  to  any  and  all  of  these  cost  sheets. 

Mr.  BAS9f>ETT.  And  not  withhold  any  information  which  is  legiti- 
mately given  < 

Mr.  Rbbd.  Not  at  vll. 

Mr.  GARDsnt.  Mr.  Heibert  KnoK  Smitii  may  make  up  his  eonclu- 
sions  on  a  vety  different  bam  from  what  Mr.  MacBae  makes  up  his, 
from  the  same  facts,  but  giving  a  different  interpretation  to  those 
fiiets^  Now,  if  Mr.  MaeRae  simply  makes  his  report  and  we  compare 
that  with  Mr.  Hert>ert  Knox  Smith's  report,  it  will  not  be  nearly  as 
satisf  actonr  as  putting  Mr.  MacRae  on  the  stand  and  cross-examining 
him  as  to  how  he  arrives  at  his  condusions. 

Mr.  BAimiBTr.  That  is  it. 

Mr.  Oavdiner.  I  would  not  want  to  say,  Mr.  Cftiairman,  that  we 
would  want  to  indicate  that  we  must  keep  dear  of  examining  Mr. 
MacRae,  and  that  none  of  these  ciuestions  we  might  a$Ac  unintention- 
ally would  lead  into  any  discussion  of  this  business,  but  whether  or 
not  you  can  examine  Mr.  MacRae  satisfactorily  without  treading  on 
danpenms  ground,  I  do  not  know. 

wTm  Rbk).  Of  course,  I  understand  that  I  can  not  ask  the  ctmimittee 
for  any  agneement  at  this  time.  I  simply  want  to  remind  them  of 
our  anxie^  to  avoid  unnecessary  publication. 

The  Chairman.  The  <m\y  thing  I  meant  to  state,  and  the  only 
thing  I  did  state — and  I  speak  for  myself  and  not  for  the  committee- 
it  was  not  the  purpose  of  the  chairman  to  unnecessarily  make  public 
any  of  the  so-callea  trade  secrets  of  this  concern.  Wherever  ttie  com- 
mittee regard  it  as  necessary,  or  wherever  the  chairman  regards  it  as 
necessary  in  order  to  elicit  truth  as  to  the  position  of  the  United 
States  Steel  Corporation  as  to  the  Sherman  Act  or  any  of  these  other 
acts,  or  in  order  to  get  additional  light  on  proposed  legislation,  why, 
then,  the  inconvenience  the  United  States  Steel  Corporation  would 
suffer  would  be  of  less  concern  to  us  than  our  plain  duty,  and  while 
we  should  regret  to  make  the  facts  public,  I  do  not  think  the  com- 
mittee would  hesitate — I  know  the  chairman  would  not — to  make 
them  puWic.  I  orfy  wish  to  assure  Mr.  Reed  that  there  will  he  no 
mmeeessary  or  wanton  or  spiteff ul  publication  of  your  basiness. 

Mr.  RsED.  That  is  all  I  can  ask. 

Mr.  BARiTiBrrT.  Mr.  Chairman,  permit  me.  Of  course,  nobody  in 
reason  supposes  that  this  committee  would  make  any  unnecessary  or 
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&j>iteful  publication  or  do  anything  along  that  line.  One  of  the  ques- 
tions involved  in  this  investigation,  I  apprehend,  is  to  determine  the 
cost  of  production  of  these  various  products  of  this  corporation;  its 
combination,  if  anv  exists,  with  others ;  the  railroads  or  other  associa- 
tions formed  for  tne  purpose  of  producing  the  product ;  the  i)rice8  at 
which  sold,  both  here  and  abroad,  and  what  recommendation  this 
committee  shall  make  with  reference  to  all' those  matters.  Now,  I 
would  be  unwilling  to  make  a  report  to  the  House,  a  conclusion  to 
the  House,  that  the  cost  of  the  production  of  any  particular  article, 
or  any  articles,  was  such  that  it  was  too  little  or  too  high,  and  that  the 
price  was  too  high  to  the  consumer,  either  by  combination  or  other- 
wise, and  not  five  to  the  House  all  of  the  information  that  has  been 
elicited  properly  by  this  committee.  I  do  not  want  you  to  understand 
that  I  agree,  even  tacitly,  not  to  publish  any  evidence  demonstrated 
as  a  fact,  whatever  it  may  be. 

The  Chairman.  I  entirely  agree  with  you. 

Mr.  Bartlett.  Any  evidence  which  is  legitimately  here  and  admis- 
sible, and  serves  to  properly  illustrate  the  conclusions  this  committee 
may  come  to  in  the  exercise  of  the  authority  granted  it  bv  the  reso- 
lution, will  be  made  public,  so  far  as  I  am  concerned,  so  far  as  pub- 
lishing it  in  the  hearings  and  reporting  it  to  Congress. 

The  Chairman.  I  see  no  objection,  and  certainly  I  offer  none,  to 
publishing  any  cost 

Mr.  Bartlett.  Legitimately  before  this  committee.  I  do  not  mean 
to  flare  it  out  in  the  newspapers,  but  we  must  put  it  all  in  the  record, 
where  it  is  accessible  to  tne  House. 

The  Chairman.  What  I  mean  is  this:  For  instance,  the  cost  of 
producing  a  ton  of  pig  iron,  if  we  can  get  that  cost  in  detail.  So  far 
as  the  chairman  is  concerned,  I  would  not  insist  that  we  state  that  the 
United  States  Steel  Corporation  can  produce  a  ton  of  ^ig  iron 
for  so  much  at  a  certain  blast  furnace  belonging  to  a  certain  plant 
in  Pittsburgh. 

Mr.  Bartlett.  I  do  not  care  about  that. 

The  Chairman.  I  would  be  perfectly  willing,  if  the  United  States 
Steel  Corporation  thought  that  its  business  secrets  would  be  exposed, 
to  let  the  statement  go  without  designating  the  particular  concern, 
if  it  met  with  the  approval  of  the  committee. 

Mr.  Reed.  I  think  the  chairman  is  right. 

The  Chairman.  And  I  would  have  no  fear  of  being  criticized  for 
that,  provided  I  felt  that  it  was  just  to  the  United  States  Steel  Cor- 
poration, because  I  want,  if  I  can,  to  be  as  just  to  you  as  to  the  pub- 
lic or  anybody  else. 

The  profit-and-Ioss  statements  of  all  subsidiary  companies  of 
the  United  States  Steel  Corporation  for  the  years  1901  to  1910,  in- 
clusive— ^they  have  been  turned  over  to  Mr.  MacRae. 

Mr.  Bartlett.  Turned  over  to  Mr.  MacRae? 

The  Chairman.  Yes,  sir;  for  him  to  use  as  he  thinks  best. 

Mr.  Reed.  As  the  committee  thinks  best. 

The  Chairman.  The  next  thing  is  the  minutes  of  the  meetings 
of  the  presidents,  boards  of  managers,  purchasing  agents  of  the  sub- 
sidiary companies  of  the  United  States  Steel  Corporation,  or  any 
other  written  memoranda,  statements,  or  any  record  of  any  kind 
whatsoever  of  the  meetings  of  such  presidents,  purchasing  ag^its^ 
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or  managers  acting  for  or  in  behalf  of  such  subsidiary  companies  of 
the  United  States  Steel  Oorporation. 

Now,  Mr.  Farrell,  Mr.  MacKae  advises  me  that  he  finds  in  the 
minutes  of  the  United  States  Steel  Corporation  the  minutes  of  the 
executive  committee,  or  what? 

Mr.  MacRae.  The  minutes  of  the  subsidiary  companies.  This 
refers  to  the  meetings  of  the  presidents.  I  have  asked  for  these,  and 
so  far  as  I  know  they  have  not  been  furnished.  They  are  referred 
to  numerous  times  in  the  minutes  of  the  subsidiary  companies  them- 
selves. 

Mr.  Beed.  You  have  asked  for  the  minutes  of  such  meetings? 

Mr.  MacBae.  Yes,  sir;  the  minutes  of  the  meeting  of  the  presi- 
dents of  the  subsidiary  companies,  as  Ions  a^o  as  last  July. 

The  Chairman.  They  reported — someboof  did — ^that  they  knew  of 
no  such  minutes,  and  I  tnought  it  probable  that  there  was  some 
memorandum  of  those  meetings  and  of  the  purpose  for  which  they 
were  held.  I  assume  that  the  presidents  of  these  companies  would 
not  meet  and  their  deliberations  be  discussed  and  notea  in  the  min- 
utes of  the  holding  company  without  some  evidence  or  some  memo- 
randa of  what  they  did  or  what  they  intended  to  do.  Do  you  know 
whether  there  was  any  written  memoranda? 

Mr.  Fabrell.  Mr.  Chairman,  I  have  been  president  of  the  United 
States  Steel  Corporation  since  the  1st  of  February,  1911.  We  have 
occasional  meetings  of  the  presidents  of  our  subsidiary  companies; 
that  is,  of  the  operating  presidents,  the  presidents  who  have  to  do 
with  the  operation  of  the  plants.  We  have  never  kept  any  minutes 
of  such  meeting.  We  have  formally  discussed  processes  and  matters 
generally.  If  it  is  determined  to  go  into  the  study  of  the  by-prod- 
ucts of  coke  ovens  or  metallurgical  research  or  something  of  that 
kind,  a  committee^  is  appointed  of  superintendents  or  foremen  or 
men  familiar  with  such  matters,  and  those  men  sometimes  pursue 
the  study  for  months.  Those  men  finally  brinff  in  a  report  of  their 
conclusions.  Those  reports  are  in  existence,  but  there  have  never 
been  any  minutes  of  any  of  the  presidents'  meetings  kept  since  I 
have  been  president,  since  the  1st  of  February,  1911,  and  I  have 
never  seen  any  minutes  of  such  meetings. 

Mr.  Babtlett.  Are  those  reports  of  the  presidents  in  writing? 

Mr.  Farbell.  The  presidents  make  no  reports  in  writing.  They 
frequently 

Mr.  BARTLErrr  (interposing).  You  spoke  of  reports. 

Mr.  Farrell.  If  the  committee  will  permit  me,  I  will  give  you  an 
idea  of  some  of  the  subjects  discussed,  which  are  submitted  by  these 
committees. 

Mr.  Bartlett.  By  the  presidents? 

Mr.  Farrell.  No;  by  tne  committee  of  blast-furnace  superintend- 
ents. We  have,  for  example,  a  committee  on  the  utilization  of  the 
waste  gas  at  blast  furnaces. 

The  Chairman.  In  anv  instance  has  there  been  a  minute  book  or 
any  written  evidence  of  the  business  transacted  at  the  meetings  of  the 
presidents  or  any  report  made  by  them  to  the  holding  company? 

Mr.  Farrell.  No,  sir ;  since  I  have  been  president  there  never  has 
been,  to  my  knowledge,  and  I  find  no  such  minutes  pertaining  to  any 
meetings  which  were  held  during  the  occupancy  of  the  oiBce  by  my 
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predecessors.  For  example,  we  have  a  blast-fumaee  committee  study- 
ing these  questions :  The  method  of  lining  and  its  preservation ;  top 
construction  and  distributing  devices ;  Tuyere  practices ;  stock  han- 
dling; flue  dust,  its  handlitig  and  form  in  which  it  fa  used.  With 
respect  to  the  matter  of  flue  dust,  we  have  had  comtnittees  studying 
the  briqueftting  of  flue  dust  and  its  utilization  for  neariy  three  years, 
and  at  one  of  our  plants  in  Youngstown,  Ohio,  within  the  last  few 
months  they  have  discovered  a  method  for  the  utilization  of  flue  dust 
Bosh  construction ;  the  use  of  caribou  bticks  in  hearth  and  bosh  con- 
struction, etc.  The  calcium-chloride  method  of  dryiM  air,  smfli  as 
is  used  at  the  Ougree  works  in  Belgium.  They  have  been  X'ery  suc- 
cessful there.  These  are  all  operating  questions.  The  presidents  of 
the  subsidiary  companies  have  nothing  to  do  With  financial  quc^ons 
of  the  corporation  or  its  policy,  and  neither  have  I,  for  that  nmtter. 
My  business  is  entirely  in  connection  With  the  coimnereiAl,  operartiiig, 
and  manufacturing  departments  of  the  ccftporatron. 

The  Chaibman.  I  And  in  the  minutes  of  the  United  States  StoA 
Corporation  board  of  directors,  I  think,  reference  to  the  discnssion 
among  the  presidents  of  the  ^bsidiary  companies  tfs  to  the  propriety 
of  selling  semifinished  products  to  other  concerns  makSng  the  "fln- 
ished  products  in  competition  with  the  United  States  Steel  Orttpo- 
ration* 

Mr.  Farr£ll.  I  have  no  recollection  of  Kny  Kerch  discussiofi. 

Thte  CftAiRitAN.  That  would  be  a  tnatber  oi  the  j^atest  concern  to 
this  committee.  That  was  before  you  were  president.  That  "Wotdd 
be  a  matter  effecting  the  financial  and  economic  policy  of  the 
company. 

Mr.  Farkell.  My  own  impression  is  tJiat  the  companies  Woifld  he 
pleased  to  sell  all  the  material  we  could  produce.  There  has  never 
been  any  disposition,  so  far  as  I  know,  to  itBstrict  the  sale  of  the  ma- 
terials we  produce  in  semifinished  form.  As  a  ma(tter  of  fact,  a  vwy 
large  proportion  of  our  material  is  sold  in  the  f or«i  of  sheets  bate, 
billets,  blooms,  and  slabs. 

The  CiiAiRjirAN.  I  asked  for  the  minutes  of  the  Carnegie  S"teel  Co. 
of  Pennsylvania  prior  to  April  1, 1901? 

Mr.  Farrell.  I  have  no  Imowledge  of  the  existence  of  any  miliates 
or  documents  or  any  information  concerning  the  Carnegie  Steel  Co. 
in  1901. 

Mr.  Reed.  Pardon  me,  but  you  are  passing  over  this  other  ti^iiest 
for  the  minutes  of  the  board  of  managers  and  purchasing  ttgente.  I 
thought  we  had  better  take  these  up  in  Order. 

The  Chairman.  I  thought  we  covered  that. 

Mr.  Farrell.  There  is  no  board  of  managers  of  the  United  Sttites 
Steel  Corporation. 

The  Chairman.  What  about  the  purchasing  agents  ? 

Mr.  Reed.  We  have  those  minutes  with  us. 

The  Chairman.  Turn  them  over. 

Mr.  Reed.  Yes,  sir;  everything  we  can.  I  will  submit  these  now 
[producing  minutes] ,  so  you  can  check  them  up  as  we  go  along.  I  do 
not  understand  that  the  committee  wants  us  to  leave  the  iytiginal 
records  here  permanently,  and  if  Mr.  MacRae  can  turn  ttwwi  ovefr  to 
our  custodian  each  evening  when  the  committee  adjourns,  we  would 
prefer  to  do  it  that  way. 
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The  Chairman.  So-  ikv  as  I  am  concerned — ^birt  I  will  leave  it  to 
the  committee — ^I  am  |i^rf eotly  i^UIing  to  accept  the  assurance  of  Mr. 
Farrel  asid  Mr.  Reed  that  these  documents,  when  identified,  will  be 
turned  over  <to  Mr.  MacRae  in  New  York.  I  know  if  you  say  you 
wUl,  yon  will. 

Mr.  Bbb>.  Yes, sir;  we  will  do  that.  We  ^all  return  them  to  New 
York  to  awmit  Mr.  MacRae^  demand. 

The  Chaibmak.  The  next  is  the  minotes  of  the  Carnegie  Steel  Co. 
of  PeMQsylTuiia  prior  to  April  1,  1901.  They  turned  over  to  us  a 
set  df  tiha  nmutes  of  the  Carnegie  Co.  The  Camegie  Co.  had  kept 
its  nunutes  in  a  voktme  prior  to  the  time  that  it  was  absorbed  by  tne 
United  States  Steel  Corporation,  and  the  same  volume  was  used  for 
kwping  the  mimiteB  of  the  Carnegie  Steel  Co  after  it  became  a  sub- 
sidiary of  the  United  States  Steel  Corporation,  aad  somebedy  who 
is  in  the  corporation,  I  pttMfiie,  sealed  it  by  placing  a  ribbon 
aotosB  it 

Mr.  MacBme.  Sthat'baippened  in  the  case  of  the  American  Sheet  Tin 
PlstaOo. 

Thn  OnutSMAK.  Yea.  The  committee  discussed  that  matter  at 
gre^t  len^A,  aoid  they  Aeeided  tiiat  the  minutes  of  the  company  juet 
prior  to  tts'absoBptioii  wonid  probiMy  oontain  the  teasons  or  the  com- 
pany for  going  into  Aiis  oorpoMtion,  and  any  such  Aiscnssion  as  that 
would  'he  Erectly  material  to  this  inopiiry  and  catftii^ly  within  the 
provisions  of  the  resolution  authorizing  us  to  make  suoh  inquiry. 
That  is  the  reason  why  the  resolution  introduced  by  Mr.  Gm*dner,  I 
believe,  was  passed  unanimously,  directing  the  United  States  Steel 
Corporation  t^  ^tuivi  ^v^r  to  this  oommittee  or  to  Mr.  MacKae  the 
minuAas  of  the  CdniMne  SMsel  Co.  prior  to  its  absorption  by  the 
Unitoi  StatiS  S^ad  Ooi^ioratien.  Have  you  Utte^  minutes,  Mr. 
Beedf 

Mt.  IfattD.  No,  m;  I  have  not. 

The  iyaiMAiOf.  Is  there  any  objedion  to  tnrning  those  minutes 
ofi«r  to  ttie  AMUnaiMeef 

Mr.  Iftmsix  Jwlb  ittie  smie  objedtion  tlMat  I  stated  before.  We 
have  fek  ail  fAcfae  that  tivsy  wei^  reaUy  not  the  property  of  the 
Uflited  Sttites  Sled  Corporation,  and  if  they  had  to  be  produced  it 
w«8  better  fhc^  triiould  ndt  be  handed  over  by  the  United  States  Steel 
Corporaion.    I  will  ask  Mr.  Farrell  to  answer  that  question. 

mr.  Farbeix.  I  have  no  knowledge  of  the  esdstence  of  anv  minutes. 

The  Chaibman.  Those  minutes  are  m  the  custodj  of  the  United 
States  Steel  Corfpoiwlicm ;  there  is  no  other  corporation  in  existence  ? 

Mr.  FiiamsLL.  ^eee  minutes  would  not  be  under  my  oontr<^.  I 
am  eoncemed  with  the  manufacfttiring  and  commercial  departments 
of  tfa^  Utiitad  States  Steel  Corporation,  and  I  would  have  no  kiMiwl- 
edjge  e(f  theil*  exifirt»M^  iff  they  «id  exist. 

Tlie  OftAiKMA-K.  Who  would  I 

Mr.  FAMtttiL.  Psirhaps  Mr.  Camegie;  you  might  iisk  him. 

Mr.  BABTLBTr.  They  have  been  turned  over  to  the  United  States 
Steoi  Corpmnition  ? 

Mr.  Bno.  I  'bcneve  Mi* 

Mr.  FMBdKL.  1 4o  wit  know. 

The  Cfij^mteAii.  How  about  that,  Mr.  MacRaet 

Mr.  MacBas.  I  mm  not  answer  without  looking  at  the  report  and 
demand  I  made  in  Pittsburgh. 
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Mr.  Reed.  You  made  the  demand  of  the  Carne^e  officers? 

Mr.  MagRae.  Yes,  sir ;  they  were  two  months  discussing  that,  and 
I  finally  received  some  of  them,  but  these  I  have  not  received. 

Mr.  Keed.  I  am  speaking  of  all  the  subsidiary  companies,  and  my 
information  is  that  where  the  minutes  are  in  existence  they  are  in  the 
custodv  of  the  officers  of  the  subsidiary  company  itsdf,  and  that  the 
Unitea  States  Steel  Corporation  has  never  tsKen  them  over. 

Mr.  Bartlett.  I  understood,  unless  I  was  misinformed,  that  one 
of  the  reasons  given  why  those  subsidiary  companies  coula  not  turn 
over  the  minutes  to  Mr.  MacRae  was  that  they  had  to  consult  the 
counsel  of  the  United  States  Steel  Corporation  and  its  officials. 

Mr.  Reed.  I  have  not  heard  that 

Mr.  MacRae.  That  was  the  answer  made  in  Pittsburgh,  that  they 
would  have  to  consult  with  Mr.  Lindabury. 

Mr.  Oabdneb.  If  I  remember  rightly,  the  reason  I  introduced 
the  resolution  Mr.  Lindabury  said  to  us,  ^'  We  do  not  want  to  do  this 
thing,  because  we  are,  as  it  were,  revealing  secrets  that  did  not  belong 
to  us,  but  you  have  your  own  power  of  getting  at  this  information  if 
you  desire  to  do  so.''  Thereiore  we  recognized  his  embarrassment, 
that  the  United  States  Steel  Corporation  did  not  want  to  appear  to 
be  furnishing  something  that  might  be  evidence  asainst  Mr.  Car- 
ne^e  or  somebody  like  that.  He  said,  ^^  You  know  how  to  get  these 
thmgs — issue  a  subpoena."  But  we  have  apparently  issued  the  sub- 
poena on  the  wrong  person. 

Mr.  Reed.  Yes,  sir. 

Mr.  Gabdner.  Who  is  the  right  person,  Mr*  Farrell ! 

Mr.  Favbelu  I  can  not  answer  that  question  intelligently.^ 

The  Chairman.  I  wrote  a  letter  to  Mr.  Dinkey  advising  him  that 
the  committee  desired  these  minutes,  and  I  hoped  they  would  be 
turned  over  to  Mr.  MacRae  op  placed  at  his  disposal.  Mr.  Dinkey 
replied  that  he  was  a  mere  subordinate.  ^'I  have  no  discretion; 
those  minutes  are  the  property  of  the  United  States  Steel  Corpora- 
tion, and  you  will  have  to  see  them,"  and  then  they  asked  Mr.  Linda- 
bury in  New  York  for  instructions  as  to  what  to  do  with  those 
minutes.  I  understood  those  minutes  were  turned  over  to  the  United 
States  Steel  Corporation  and  are  now  in  the  files  of  the  United  States 
Steel  Corporation — ^in  the  safes  of  the  United  States  Steel  Corpora- 
tion. 

Mr.  Reed.  Is  that  so,  Mr.  Farrell? 

Mr..  Farreu^  I  have  no  knowledge  of  it. 

Mr.  Young.  Is  not  this  the  real  misunderstanding?  I  can  under- 
stand Mr.  Dinkey's  attitude  about  turning  over  these  minutes  vol- 
untarily. It  would  be  entirely  different  from  his  attitude  in  tumin|( 
them  over  when  a  subpoena  was  issued.  It  would  be  a  natural  atti- 
tude for  him  to  take  when  he  was  tisked  volimtarily ;  but  if  they  are 
actually  in  his  custody,  it  seems  to  me  that  he  would  be  the  man  to 
subpoena  to  produce  them,  unless  these  people  are  willing  to  do  so 
voluntarily. 

The  Chairman.  The  reason  I  sent  this  subpoena  for  the  president's 
minutes,  the  books  show  that  these  presidents  can  not  spend  more 
than  $10,000  for  any  purpose  without  immediately  consulting^  the 
officers  of  the  United  States  Steel  Corporation,  and  their  decision 
is  final  in  the  matter.  They  are,  as  I  understand,  removable  at  the 
pleasure  of  the  officers  of  the  holding  company  and  are  not  vested 
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with  any  discretionary  authority  as  to  the  use  of  the  books  or  the 
property  of  the  United  States  Steel  Corporation,  and  Mr.  Dinkey 
advises  us  that  the  archives  of  the  Carnegie  Steel  Co.,  the  minutes, 
papers,  and  everything  of  that  kind  for  several  years  prior  to  the 
absorption  were  taken  over  and  became  the  property  oi  the  United 
States  Steel  Corporation.  Now,  if  they  are,  so  far  as  you  have  any 
control  of  them.  Air.  Farrell,  you  are  perfectly  willing  to  turn  them 
over  to  this  committee? 

Mr.  Fabbeuu  I  do  not  wish  to  indulge  in  any  statement  which 
may  appear  evasive,  but  I  have  no  knowledge  whatever  of  the  exist- 
ence of  anv  minutes  or  documents  concerning  the  Carnegie  Steel  Co. 
prior  to  the  organization  of  the  United  States  Steel  Corporation, 
and  if  you  ask  me  if  such  minutes  were  in  existence  I  could  not  say 
whether  they  were  or  whether  the^  were  not 

The  Chairman.  What  I  am  aslnng  now  is,  assuming  they  are  in 
existence,  which  I  know,  because  the  accountant  for  the  committee 
has  seen  the  books  and  knows  it  is  in  the  physical  custody  of  the 
United  States  Steel  Corporation  of  this  subsidiary  company 

Mr.  Seed  (interposing).  Pardon  me.  I  understood  that  Mr. 
MacBae  had  seen  it  in  the  Carnegie  offices  in  Pittsburgh. 

The  Chaibman.  But  they  -are  now  in  the  possession  of  the  United 
States  Steel  Corporation. 

Mr.  Keed.  Mr.  Dinkey  is  not. 

The  Chairman.  He  is  the  president! 

Mr.  Reed.  Yes,  sir. 

The  Chairman.  The  president  of  the  subsidiary  company! 

Mr.  Keed.  Yes,  sir. 

The  Chairman.  And  he  operates  under  the  direction  of  the  United 
States  Steel  Corporation? 

Mr.  Keed.  In  matters  of  discretion  he  looks  to  New  York  for  in- 
structions. 

The  Chairman.  What  I  want  to  get  at  is  this :  You  have  no  other 
objection  to  furnishing  these  minutes  than  that  you  doubt  your  own- 
ership of  them,  and  in  so  far  as  you  have  any  right  and  mterest  in 
them  you  have  no  objection  to  turning  them  over  ? 

Mr.  Keed.  I  think  that  is  Mr.  Farrell's  position. 

Mr.  Farrell.  I  am  not  familiar  with  it 

The  Chairman.  So  far  as  the  United  States  Steel  Corporation  has 
any  rijght  or  title  or  interest  or  control  of  these  minutes,  you  have  no 
objection  to  turning  them  over  to  this  committee ! 

Mr.  Farrell.  If  I  knew  where  to  find  them,  if  they  exist 

The  Chairman.  I  will  issue  a  subpoena  for  Mr.  Dmkey. 

Mr.  BARTLETr.  Mr.  Dinkey  is  the  president  of  the  Carnegie  Steel 
Co.  of  New  Jersey? 

Mr.  Keed.  Of  tne  Carnegie  Steel  Co.  That  is  the  operating  com- 
pany. 

Mr.  Bartlett.  What  is  his  namet 

Mr.  Reed.  A.  C.  Dinkey. 

The  Chairman.  The  next  thing  I  asked  for  were  the  minutes  of 
the  executive  and  finance  committees  of  the  Illinois  Steel  Co.  ? 

Mr.  Farrell.  I  am  obliged  to  make  the  same  reply  in  answer  to 
that  question. 

Mr.  Reed.  Do  you  know  whether  there  are  such  minutes  f 
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Mr.  Fasrell.  I  have  no  knowledge  oif  them.  If  they  exist  they 
ma  J  be  in  Chicago.  )  .\k 

The  Chaibmak.  The  lUinois  Steel  Go.  became  a  part  of  the  Fed- 
eral Steel  Co.? 

Mr.  Rbbd.  Yes,  sir ;  its  stock  was  aoqnirad  by  tiie  Fedend  Steel  Oo. 

The  Chahtman.  The  jiresident  of  the  Federal  Steel  Oo.  would  bear 
the  same  rela;tion  to  this  matter  as  the  president  of  the  Carnegie 
Steel  Co.? 

Mr.  Rebd.  The  Illinois  S<»ei  Co.  has  its  own  president. 

Mr.  BAKtusTT.  Has  the  Federal  Steel  Co.  any  <xirporate  <eaistencet 

Mr.  Rebd.  Yes,  sir ;  botii  eermpatfies. 

The  Ohairbtan.  It  is  a  subsidiary  of  ^he  Federal  Steel  Oo.f 

Mr.  Rbbd.  Bxaotly. 

The  Chaibman.  What  is  tiie^dvess  of  Mr.  Dinkey? 

Mr.  Rbed.  a.  C.  Dinkey;  fxresident  Camegie  {^teel  Co.,  Pitts- 
burgh, Pa. 

The  OsABtsfAK.  WIm)  is  the  pre^deflt  of  Ihe  nKnois  Steel  Oo.f 

Mr.  Fabbbll.  E.  J.  BuflhiglM^. 

The  CHAmvAK.  Of  what  plaoef 

Mr.  Fabbbix.  Chicaga 

The  Chaibmak.  The  nefxt  thing  I  tsked  for  wefe  the  Tninniis  of 
the  executive  and  finance  conmiittees  of  the  Universal  PnHand  Ce- 
ment Co. 

Mr.  Farbeix.  I  am  obliged  to  make  the  same  i^ply. 

Mr.  Reed.  Do  you  know  of  their  existence  ? 

Mr.  FARBBLii.  I  stated  in  the  beginning  thsA  I  haT«  no  knowledge 
•of  any  such  documents. 

The  Chaibman.  Who  is  the  president  of  the  Uai'nawl  IVnptfand 
Cement  Co.  ? 

Mr.  Fabbbll.  Mr.  Edward  M.  Hagar. 

The  Chaibi£AN.  What  is  his  addi^? 

Mr.  Fabbbll.  Chieago. 

The  Chaibman.  The  iiexit  reciiMist  was  4or  the  nunites  ^of  ibe  iTa- 
tional  Steel  Co.  ? 

Mr.  Fabbell.  The  National  ISIeel  Oo.  is'ndt  in  exifltenee,  aioooiding 
to  the  best  of  my  knowledge  and  imlief. 

The  Chaibman.  With  wiiat  oompany  was  it  nnrgedf 

Mr.  Fabbell.  The  Carnegie  Steel  Co. 

The  Chaibman.  And  when  ? 

Mr.  Reed.  April,  1908. 

The  Chaibman.  The  mimirtes  of  Ike  Lake  'Superior  Omsblidated 
Iron  Mining  Co.  is  the  next  one. 

Mr.  Bbed.  Lake  Superior  Consolidated  Iron  Mines  is  'tteaiit,  I 
suppose  ? 

Tne  Chaibman.  Yes,  sir. 

Mr.  Fabbell.  I  have  no  knowledge  of  any  minutes  of  that  cam- 
pany  or  documents  of  that  company.  I  have  no  jurisdiction  or  con- 
trol over  it. 

The  Chaibman.  Do  you  know  anything  about  the  nunutes,  Mr. 
MacRae  ? 

Mr.  MaoRae.  Mr.  Boiling  was  to  fumirii  those  minutes  :as  soob  as 
he  had  an  opportunity  to  read  them.  That  was  my  understandiiig, 
but  he  told  me  he  haa  been  so  busy  that  he  had  not  had  a  diance  to 
read  them,  and  consequently  I  can  not  get  them  until  he  had  read 
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them.  I  think  they  are  in  thd  legal  departoaent  of  the  United  States 
Steal  Covporation. 

Hr.  Bed.  I  do  not  know.    I  have  never  seen  theao^ 

Xhe  CwAfflMAN.  What  is  the  staAuB  of  that  company  at  present ; 
a  subsidiary  company  oi  the  United  States  Steel  Corporation^ 

Mr.  RsiDk  Yes,  sk. 

The  Chaikhas.  These  minutes  are  the  minuteB  since  the  oonsoli- 
datien^  and  thqi  ^loald  be  famished,  at  least,  up  to  the  time  of  the 
consolidation. 

Mr.  Bbrd.  I  nndenstand  that  Mc,  Boiling  was  going  through  these 
minutes  aa  fast  as  he  eaaid.  He  has  furnudied  volume  after  volume 
to  Mr.  MacBae.   It  has  been  a  tDemendous  labor  for  him. 

The  Chabman.  And  a  useless  one,  as  far  as  Mr.  MaoBae  ia  con- 
cerned. I  have  no  objection,  but  I  can  not  see  tbe  object  of  having 
any  oSesf  of  the  United  States  Steel  Corporation  read  a  book  before 
he  ffives  it  to  us,  because  he  can  not  change  il. 

Mr.  Reed.  Of  course  not. 

The  Chairman.  And  if  he  can  not,  it  is  the  same  book  when  he 
gets  through  as  it  was  before! 

Mr.  RsEDw  Precisely ;  but  we  like  to  keep  infiorscied  of  the  evide^Ge 
the  committee  is  receiving. 

The  Chairman.  Of  course ;  I  am.  dda^ted  to  have  you  kept  in- 
formed, but  the  committee  can  not  keep  a  maai  there  at  $50  a  day, 
waiting  for  the  United  States  Steel  Co^orotion  to  find  out  its  own 
business* 

Mr.  BsED.  I  understand  that. 

The  Chairman.  We  will  have  to  insist  that  tbiose  minutes  be  fur- 
nished. 

Who  is  the  president  of  'the  Lake  Superior  Consolidated  Iron 
Mines  Co.  ? 

Mr.  Farrell.  I  can  not  remember  offhand,  but  I  will  furnish  the 
information  before  we  get  through ;  probably  Mr.  Fraser  will  be  able 
to  give  the  information. 

Mr.  YouNo.  Mr.  C.  D.  Fraser? 

Mr.  Farrell.  He  is  the  secretary. 

The  Chairman.  When  did  you  get  the  last  minutes  I 

Mr.  MacBae.  I  got  two  sets,  one  purporting  to  be  a  copy. 

Mr.  Beed.  Is  that  all? 

Mr.  MacBae.  In  my  report  to  the  committee  it  is  stated.  I  have 
had  the  minutes  of  the  Pittsburgh  Steamship  Co. ;  not  the  minutes 
themselves,  but  a  cony  of  what  purported  to  be  the  minutes,  and  I 
had  another  set  of  tne  minutes.  Those  are  the  only  minutes  I  have 
had  in  three  months.  I  have  asked  Mr.  Boiling  repeatedly  for  them, 
and  his  answer  is  that "  I  am  very  busy  with  the  Government  suit  on, 
and  I  have  not  had  time  to  read  them." 

Mr.  Beed.  I  think  there  was  some  truth  in  Mr.  Boiling's  statement 
that  he  is  kept  busy. 

Mr.  MacBae.  Why  not  give  them  to  me  and  read  them  afterwards, 
and  let  me  get  up? 

Mr.  Beed.  Will  you  furnish  that,  Mr.  Farrell  ? 

Mr.  Farrell.  I  will. 

The  Chairman.  The  minutes  of  the  Duluth,  Missabe  &  Northern 
Bailroad  and  the  Duluth  &  Iron  Bange  Bailroad  Co.,  the  Pittsburgh 
Steamship  Co.  and  the  American  Steel  Hoop  Co.  ? 
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Mr.  Farbell.  I  am  obliged  to  make  the  same  reply,  Mr.  Chairman. 

The  Chairman.  We  are  not  asking  about  your  information  con- 
cerning these  minutes.  You  are  president  of  the  company  and  the 
legal  custodian  of  them.  Those  minutes  are  in  existence,  of  course, 
and  there  is  no  question  about  their  keeping  minutes.  What  we  wa;it 
to  know  is  why  these  minutes  are  not  furnished  pursuant  to  the  de- 
mand of  the  committee  and  whether  you  propose  to  furnish  them  ? 

Mr.  Farbell.  Do  you  desire  to  know  the  names  of  the  presidents 
of  these  companies? 

The  Chairman.  No,  sir.  The  Steel  Corporation  has  control  of 
these  minutes,  as  I  understand,  absolutely,  has  it  not,  Mr.  Reed  ? 

Mr.  Reed.  I  do  not  know  where  the  minutes  are,  Mr.  Chairman. 

The  Chairman.  Do  you  know  where  the  minutes  are,  Mr.  MacRae? 

Mr.  MacRae.  No. 

Mr.  Reed.  He  said  the  minutes  of  the  Pittsburgh  Steamship  Co. 

Mr.  MacRae.  I  have  had  a  copy. 

The  Chairman.  Explain  to  us  about  that — ^why  you  would  not 
accept  that  book. 

Mr.  MacRae.  In  the  first  place,  it  was  labeled  "  Copy,"  in  red  ink, 
on  the  cover.  If  you  have  it  here,  I  think  the  best  plan  would  be  to 
show  it  to  the  committee  and  let  them  judge  themselves. 

The  Chairman.  Is  the  book  here? 

Mr.  Reed.  I  never  saw  it. 

Mr.  Young.  What  is  the  matter  with  it? 

Mr.  MacRae.  In  the  first  place,  it  was  a  copy.  I  looked  through 
it,  and  on  page  34  of  the  book,  stating  it  from  memory,  is  a  type- 
written sheet,  bearing  evidence  of  age  and  numbered  in  pencil  "  34  ** 
by  whoever  Kept  it  at  that  time.  The  next  sheet  after  it  is  type- 
written on  new  paper,  in  new  print,  with  "  36  "  typewritten  on  it  in 
figures.    I  said  to  Mr.  Winslow,  who  handed  it  to  me : 

It  Is  a  copy.    I  would  like  to  have  the  original. 

He  said : 

That  is  all  we  haye»  Mr.  MacRae. 

Then  I  said  : 

I  have  only  had  these  few  copies  of  minutes.  As  soon  as  you  can  get  me 
some  more,  so  that  I  can  be  employed  continually,  I  will  take  the  minutes  up 
again. 

From  that  time  I  have  had  no  further  minutes. 

Mr.  Reed.  I  do  not  know  where  the  original  of  that  book  is,  who 
made  the  copy,  or  why  it  was  made.  It  may  be  it  was  furnished  to 
Mr.  MacRae  because  it  happened  to  be  available  and  the  original 
would  be  in  Cleveland,  in  the  offices  of  the  company. 

The  Chaibman.  It  occurred  to  the  chairman  that  if  they  had  time 
to  make  copies,  they  might  have  had  time  to  read  a  lot  of  the  minutea 

Mr.  Reed.  I  do  not  understand  it,  Mr.  Chairman.  I  do  not  know 
why  they  should  do  such  a  thing. 

The  American  Steel  Hoop  Co.  was  merjred  with  the  Carnegie 
Steel  Co.  in  1903,  at  the  same  time  that  the  ^Tational  Steel  Co.  was, 
and  its  minutes  would  be,  I  suppose,  in  the  same  custody. 

The  Chairman.  If  the  presiaent  of  this  company — of  the  holding 
company — directs  the  president  of  these  companies  to  turn  these  min- 
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utes  over  to  the  accountant  of  this  committee,  as  I  understand,  he  is 
acting  entirely  within  his  authority? 

Mr.  Farrell.  No.  Under  the  organization  of  the  United  States 
Steel  Corporation  the  chairman  has  certain  functions  and  the  presi- 
dent has  certain  functions  and  the  treasurer  has  certain  functions,  etc. 

My  duties  are  concerned  with  the  manufacturing  and  commercial 
departments  of  the  United  States  Steel  Corporation. 

The  Chairman.  Have  you  not  anything  to  do  with  the  management 
of  this  concern  as  the  president? 

Mr.  Farrell.  Not  with  respect  to  secretarial  matters  or  anything 
like  that.  That  would  come  under  the  jurisdiction  of  the  chairman 
of  the  corporation. 

The  Chairman.  That  would  come  under  the  jurisdiction  of  the 
chairman  of  the  executive  committee? 

Mr.  Farreij*  There  is  no  executive  committee. 

The  Chairman.  The  chairman  of  the  board  of  directors  ? 

Mr.  Farrell.  The  chairman  of  the  board  of  directors;  the  chair- 
man of  the  finance  committee. 

The  Chairman.  Who  is  the  oflBcer  of  this  concern  who  can  say  to 
me,  "  I  will "  or  "  I  will  not  let  you  have  these  minutes  "?  That  is 
the  man  I  am  looking  for. 

Mr.  Reed.  The  president  of  the  Duluth,  Missabe  &  Northern  Rail- 
road is 

Mr.  Farrell.  W.  A.  McGonaffle. 

The  Chairman.  Process  will  he  issued  for  W.  A.  McGonagle.  Of 
what  place  is  he? 

Mr.  Farrell.  He  is  president  of  the  Duluth,  Missabe  &  Northern 
Railway. 

Mr.  YouNO.  Of  Duluth  ? 

Mr.  Farrell.  Of  Duluth. 

The  Chairman.  Are  these  minutes  in  Duluth  or  are  they  in  New 
York? 

Mr.  Farrell.  I  can  not  answer  that,  Mr.  Chairman. 

The'  Chairman.  Do  you  know,  Mr.  Keed  ? 

Mr.  Reed.  I  never  saw  them.    I  never  heard  of  them. 

The  Chairman.  Process  will  be  issued  to  Mr.  McGonagle  to  fur- 
nish the  minutes  of  the  Duluth,  Missabe  &  Northern  Railway  Co. 

Mr.  BastlettI  Would  Mr.  Reed  agree  to  find  out  whether  they  are 
in  New  York  or  not  so  that  we  may  not  send  a  subpcena  to  a  man 
who  has  not  possession  of  them  ? 

Mr.  Reed.  I  should  be  very  glad  to  find  out  for  the  committee  if 
these  minutes  are  in  New  York,  so  that  we  can  possibly  save  the 
expense  and  time  of  sending  a  man  to  Duluth  unnecessarily. 

Mr.  Bartlbtt.  It  would  he  useless  to  send  a  man  to  Duluth  and 
find  out  that  these  minutes  had  been  delivered  to  the  Steel  Corpora- 
tion and  were  in  New  York. 

Mr.  Reed.  If  the  president  of  the  Duluth,  Missabe  &  Northern 
Railway  had  done  that,  they  would  still  be  in  his  custody,  and  he 
should  get  them  and  produce  them  on  the  subpcena.  However,  I  shall 
find  out  whether  they  are  in  Duluth  or  not 

Mr.  Bartlett.  Yes.    That  would  be  better. 

Mr.  Reed.  Who  ispresident  of  the  Duluth  &  Iron  Range  Railway? 

Mr.  Farrell.  F.  E^  House,  of  Duluth. 
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The  Chathmak.  Who  is  the  presidest  of  the  Pitteburgh  Steam- 
ship Ca? 

Mr.  Fawbll.  Mr.  Harry  CouU^. 

The  CuAiAHAK.  Where  is  he? 

Mr.  Fasmklu  develaad^  Ohio. 

The  CuAHUiAN.  Who  m  the  preMd^nt  of  Uie  American  Steel 
Hoop  Co.? 

Hr.  Fakbeuu  That  company  does  not,  e^t 

Mr.  Reed.  That  is  part  of  the  Carnegie  Ca 

The  Chaibjcan.  Process  will  be  issued  f<Hr  Mr.  Diofaesf  ^<"  the 
miDutes  of  the  American  Steel  Hoop  Co. 

Mr.  Danforth.  When  did  that  company  go  out  of  exiatenoB? 

Mr.  Reisd^  March  26, 1903,  according  to  my  recollectuHU 

The  Chaibman.  The  minutes  of  uie  board  of  directar&  or  the 
finance  committee,  have  been  turned  over  to  Mr.  MaoBae,  out  they 
were  turned  over  with  a  proviso  of  some  kind — that,  a^  to  certain 
portions  of  them,  copies  were  not  to  be  mad^  I  do  not  know 
whether  it  would  be  necessary  to  make  copies  of  tht^t  portion.  I 
hardly  think  it  would.  But  that  is  to  ha  left  to  the  di«»i:)^oii  ol  the 
commiitee. 

Mr.  Reed.  I  turned  those  over  to  Mr.  MacRae,  as  I  remember  it 
It  was  in  New  York.  The  only  proviso  I  xoade  was  that  be  should 
not  permit  them  to  be  seen  by  any  person  except  a  member  of  the 
committee  or  himself. 

Mr.  MacRae.  They  were  turned  over  origii^ally  by  Mr.  Linda- 
burj^  and  Mr.  MacVeagh  and  Mr.  Rolling,  and  there  are  certain  dis- 
cussions in  regard  to  labor  matters  in  them,  and  I  a^eed  that  I 
would  not  make  any  copies  of  such  matters  relating  to  labor  ques- 
tions, except  that  I  would  call  to  the  attention  of  the  conunittee  the 
fact  that  such  discussions  did  exist  and  were  contained  in  thoee  min- 
utes. 

Mr.  Reed.  I  did  not  know  about  that. 

The  Chairman.  That  was  turned  over  by  Mr.  Lindabu^. 

Mr.  Reed.  I  did  notice  at  one  time  that  these  minutes  were  be- 
ing^ used  by  unauthorized  persons  to  furuj^  reading  material 

The  Chaibman.  I  have  no  desire  to  have  any  of  this  material  used 
in  that  way,  of  couurse. 

Mr.  Reed.  I  did  not  mean  to  intimate  that  it  was  done  with  your 
authoritjT,  or  with  that  of  the  committee,  of  course,  Mr.  Cbairman. 

The  (Jhairman.  I  will  say  that  when  Mr.  Gary  wae  on  the  stand 
he  expressed  the  utmost  willingness  to  have  any  and  every  book,  pa- 
per, and  document  made  public,  and  the  books  were  brought  here  in 
this  room.  I  sent  the  books  into  my  office  with  the  gentleman  who 
was  the  custodian  of  them.  He  was  never  away  from  them,  ag  far 
as  I  know.  ^Vhile  he  was  in  with  the  books  and  they  were  w  the 
table  somebody  came  in  my  office  and  went  to  reading  them.  I  w^at 
in  there  and  saw  the  gentleman  reading  the  minutes  of  the  company 
in  the  presence  of  the  custodian  auth<»ized  by  the  Steel  Corporation, 
and  I  told  him  that  ought  not  to  be  done.  That  was  the  end  of  the 
matter. 

I  have  no  desire  to  have  anybody  not  directly  connected  with  the 
committee  investigate  or  read  these  minutes,  and  I  should  i^och  pte- 
ier  to  have  them  turned  over  to  duly  accredited  agents  and  inv^eti- 
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gators  of  this  committee  than  to  have  them  turned  over  to  me,  be- 
cause I  do  not  want  to  be  bothered  with  them. 

Mr.  Reed.  I  did  not  mean  to  say  that  the  chairman  had  sanctioned 
anything  of  that  kind;  but  we  did  not  want  a  repetition  of  that 
occurrence. 

I  will  produce  the  books  here,  and  if  the  chairman  sees  fit  they  may 
be  treated  just  like  these  profit-and-loss  statements.  We  will  take 
them  to  New  York,  and  they  will  be  there  for  Mr.  MacRae's  exami- 
nation. 

The  Chairmak.  That  will  be  all  that  is  required. 

The  next  subpoena  was : 

Letter  from  Mr.  J.  A.  Farrell,  export  sales  agent,  American  Steel 
A  Wire  Co.,  to  William  E.  Corey,  dated  July  27, 1903. 

Mr.  Fabbell.  Mr.  Chairman,  I  have  made  diligent  search  for  such 
a  letter,  if  such  a  letter  ever  existed. 

My  recollection  is  that  at  that  particular  time  we  were  considering 
the  formation  of  the  United  States  Steel  Products  Export  Co.,  for 
the  development  of  the  export  business  in  the  markets  of  the  world. 

I  think  at  that  time,  as  I  recall  it,  I  submitted  a  number  of  sug- 
gestions as  to  the  manner  of  or^nizing  this  company,  establishing 
branch  offices,  and  the  concentration  of  the  sale  of  materials  through 
this  single  company.  I  have  a  rather  distinct  recollection  of  it. 
However,  I  have  made  a  diligent  search  for  that  letter,  and  I  can 
not  locate  it. 

Mr.  Babtlett.  Did  you  keep  a  copy  of  it  ? 

Mr.  Fabbell.  No,  sir. 

Mr.  Reed.  You  have  searched  for  a  copy,  too,  have  you  notf 

Mr.  Fabbell.  I  do  not  remember  that  I  made  any  copy.  Those 
were  matters  of  routine.  Frequently  I  would  scratch  an  idea  on  a 
pad  and  send  it  in  with  some  statistics;  and  the  probabilities  are 
that,  in  view  of  the  importance  of  the  matter,  the  finance  commit- 
tee at  that  time  having  under  consideration  the  formation  of  this 
oxnpany,  it  may  have  been  treated  in  that  way.  It  may  not  neces- 
sarily have  been  a  letter.  It  may  have  been  a  memorandum.  It 
had  to  do,  no  doubt,  with  the  formation  of  the  United  States  Steel 
Products  Export  Co.,  which  was  organized  on  October  1, 1903,  a  few 
months  after  this  question  was  under  discussion. 

Mr.  Babtlett.  But,  Mr.  Farrell,  it  appears  from  the  report  of  the 
expert  accountant  that  some  reference  is  made  to  this  paiticular  let- 
ter in  the  minutes  of  the  Steel  Corporation. 

Mr.  Fabbell.  Very  likely. 

Mr.  MagBae.  I  could  not  get  it  from  any  other  source  ? 

Mr.  Fabbell.  No. 

Mr.  BABTLffTT.  And  if  it  assumed  enough  importance  for  that 

Mr.  Fabbell.  It  was  rather  important. 

Mr.  Babtlett.  If  it  assumed  enough  importance  to  call  for  consid- 
eration by  the  Steel  Corporation  in  its  board  of  directors,  or  the 
finance  committee,  so  that  they  referred  to  it— not  only  to  the  letter 
but  to  certain  suggestions  made  in  the  letter — it  would  seem  that  the 
Steel  Corporation,  or  its  executive  body  that  considered  the  matter, 
had  this  letter  before  it.  Therefore  it  would  leave  the  reasonable 
inference  that  the  letter  was  amongst  the  papers  of  the  Steel  Cor- 
poration. 

17042— No.  37—12 2 
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Mr.  Farrbui.  It  was  an  important  matter,  Mr.  Bartlett,  for  the 
reason  that  for  a  period  of  three  years,  or  rather  from  the  very  be- 
ginning of  the  United  States  Steel  Corporation^  the  question  was 
constantly  under  consideration  of  concentrating  the  sales  of  materials 
for  export  in  the  hands  of  one  company. 

Shortly  after  the  corporation  was  formed,  this  matter,  of  course, 
became  one  of  considerable  concern,  because  all  of  these  companies 
had  ofBces  in  different  parts  of  the  world.  For  example,  in  Ix>ndon 
the  Carnegie  Steel  Co.  had  its  own  offices,  the  Illinois  Sted  Co.  had 
its  own  offices,  the  American  Steel  &  Wire  Co.  had  its  own  offices, 
the  American  Sheet  &  Tin  Plate  Co.  had  its  own  offices,  and  so  on, 
in  every  part  of  the  world.  It  was  an  important  matter,  as  I  remem- 
ber distinctly  the  gradual  evolution  of  the  whole  proposition.  There 
may  have  been  several  letters. 

Mr.  Bartlbtf.  But  this  is  a  letter  of  a  particular  date  to  which 
your  attention  was  called. 

Mr.  Farreix.  Yes;  I  notice  that. 

As  I  said,  the  company  itself  was  formed  a  few  months  after  that 
date.    October  1,  1903,  the  company  came  into  existence. 

Mr.  Bartlett.  What  connection  had  Mr.  Corey  with  the  Steel 
Coi'poration  at  the  time  you  wrote  the  letter,  or  at  the  time  the  letter 
was  discussed? 

Mr.  Farrelu  He  was  the  president  of  the  corporation  at  that  time. 

Mr.  Bartlett.  You  can  not  find  that  letter? 

Mr.  Farrell.  I  have  made  dilipent  search  for  it.  I  do  not  really 
think  it  is  material.    I  shall  look  further  for  it. 

I  do  not  want  you  to  think,  gentlemen,  that  this  letter  contained 
anything  that  we  are  desirous  of  concealing. 

Mr.  Bartlett.  Oh,  I  do  not  think  that. 

Mr.  Farrell.  I  could  almost  tell  you,  offhand,  my  recollection  of 
the  contents  of  such  a  letter  or  parts  of  letters  that  were  written  at 
that  time  concerning  that  company. 

Mr.  Bartlett.  Suppose  you  do  that,  the  letter  having  been  lost, 
and  inasmuch  as  you  are  not  able  to  find  it. 

Mr.  Farrell.  1  called  attention  to  the  fact,  as  I  recall  it,  that  a 
number  of  these  companies  had  various  offices  in  various  cities 
throughout  the  world,  and  that  one  of  the  benefits  to  be  derived  from 
the  formation  of  this  company  was  the  consolidation  of  these  offices. 
For  example,  as  I  said,  in  London  there  were  five  separate  offices  in 
different  parts  of  the  city ;  there  were  two  or  three  in  i  okohama,  two 
or  three  in  Buenos  Aires,  two  in  Johannesburg,  two  in  Bombay,  three 
in  Melbourne,  and  so  on  all  over  the  world.  That  was  one  of  the 
questions.  The  other  was  the  matter  of  selling  in  a  collectivfe  way 
the  products  of  all  the  companies ;  that  is,  instead  of  selling,  we  will 
say,  wire  nroducts  to  a  consmner  in  Salvador,  we  would  be  m  a  posi- 
tion to  ofier  him  not  only  wire  products^  but  pipe  and  rails,  or  tin 
plate^  or  sheet  iron,  or  any  of  the  diversity  of  products  manufac- 
tured bjr  these  various  companies. 

The  idea  was  to  consolidate  or  concentrate  the  sale  of  these  dif- 
ferent materials  in  a  single  way. 

Mr.  Bartlett.  To  save  expense? 

Mr.  Farrell.  In  the  interest  of  economy. 

Mr.  Reed.  I  would  like  to  add  to  what  Mr.  Farrell  said  that  last 
summer  Mr.  MacRae  asked  for  these  two  letters,  and  at  the  same  time 
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he  asked  for  a  great  lot  of  others,  and  a  diligent  search  was  made 
then  by  the  clerks  in  Mr,  Farrell's  office. 

Mr.  Farrell.  I  knew  nothing  about  these  men  looking  for  the  let- 
ters at  that  time. 

Mr.  Beed.  And  the  search  was  made  through  the  files  of  Mr. 
Corey's  office,  and  we  could  not  find  it  and  so  reported  at  that  time. 

That  is  twice  we  have  tried  to  find  the  letter. 

The  Chairman.  The  next  item  on  this  subpcona  is : 

Letter  from  J.  A.  B\irrell  In  reference  to  importation  of  Iron  and  steel,  re- 
ferred to  in  minutes  of  the  finance  meeting  April  11,  1005. 

You  have  the  meeting  minutes  of  the  finance  committee  here,  have 
you  not? 

Mr.  Beed.  Yes. 

The  Chairman.  Let  us  have  them,  please. 

Mr.  Heed.  The  minutes  of  the  finance  committee,  April,  1905? 

The  Chairman.  April  11,  1905.  You  may  go  ahead  with  your 
statement  with  reference  to  that,  Mr.  Farrell. 

Mr.  Farrell.  I  have  been  unable  to  locate  any  letter  that  will 
identify  that  particular  matter.    I  have  a  recollection,  however. 

It  had  been  my  custom  to  furnish  to  the  president  of  the  United 
States  Steel  Corporation  a  statement  of  the  importations  of  ma- 
terials into  this  country,  the  various  products. 

I  recollect  furnishing  him  about  that  time  with  a  statement  of  the 
importations  of  pig  iron,  bars,  iron  materials,  tin  plate,  etc., 
for  the  calendar  year  1903  and  also  for  the  calendar  year  1904. 
That  information,  of  course,  was  gathered  from  the  statistical  publi- 
cations of  the  Department  of  Commerce  and  Labor. 

Mr.  Rbed.  Shall  I  read  these  minutes,  Mr.  Chairman  ? 

The  Chairman.  Just  let  me  have  the  book. 

The  book  was  handed  to  the  chairman. 

The  Chairman  (reading) : 

The  president  read  a  letter  from  Mr.  J.  A.  Farrell  on  the  subject  of  im- 
portations of  iron  and  steel  in  1903  and  1904,  and  suggesting  a  plan  by  which 
this  company  might  keep  in  touch  with  future  sales  of  imported  iron  and  steel 
In  this  country. 

On  motion,  and  by  the  affirmative  vote  of  all  present,  the  subject  matter  was 
referred  to  the  chairman  of  the  bonrd  and  the  president,  with  power. 

Is  that  letter  in  existence  now,  Mr.  Farrell  ? 

Mr.  Farrelik  No;  but  I  recall,  now  that  you  read  the  minutes,  that 
up  to  that  time  we  had  no  statistical  department,  and  as  a  result  of 
tnat  communication  we  organized  a  statistical  department,  of  which 
Mr.  Hughes,  the  gentleman  on  my  left,  was  in  charge. 

The  Chairkan.  The  letter  itself  can  not  be  located  ? 

Mr.  Farkeix.  It  may  not  have  be^i  a  letter.  It  may  have  been 
a  memorandum. 

The  Chairman.  The  minutes  say  it  was  a  letter. 

Mr.  Farrbli*  It  was  a  natural  things  from  time  to  time,  for  our 
directors  to  make  inquiry  as  to  the  amount  of  material  being  im- 
ported into  the  country,  and  oocasionallv  some  of  our  people,  sub- 
ordinates and  officials,  were  embarrassed  by  reason  of  not  being  able 
to  make  an  intelligent  report.  So  we  conceived  the  idea  of  organiz- 
ing a  statistical  department.  I  remember  at  that  time  we  started 
by  compiling  the  statistics  that  were  furnished  from  month  to  month 
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by  the  Department  of  Commerce  and  Labor.  Those  are  the  statistics 
for  the  calendar  months  in  1908  and  1904,  contained  in  the  paper 
which  has  just  been  handed  to  you. 

The  Chairman.  You  have  made  a  search  for  that  letter  t  Do  yoa 
know  whether  the  company  has? 

Mr.  Heed.  The  same  can  be  said  of  this  letter  as  of  the  preceding 
one,  Mr.  Chairman.  We  tried  to  find  it  for  Mr.  MacRae  last  sum- 
mer, and  could  not  find  the  original  or  any  copy. 

Mr.  Fabrell.  I  think  it  was  a  memorandum. 

The  Chairman.  The  statistics  which  have  just  been  referred  to  will 
be  placed  in  the  record. 

The  statistics  referred  to  are  as  follows : 

United  States  invports. 


YEAR  ENDING  DEC.  31,  1903. 


Tons. 


Iron  ore 

Pig  iron 

Scrap  iron 

Bar  iron 

Railway  ban 

Hoop,  band,  scroll 

Ingots,  blooms,  etc 

Sheet,  plate,  taggen 

Tin  plate,  etc 

Wire  rods 

Wire,  and  articles  made  from  wire 
Structural 


080,410 

599,574 

82,041 

43,616 

06,656 

1,536 

263,661 

11,785 

47,730 

21,003 

5,068 

8,036 


2,161,834 


Value 


$2;  261,008 

11,173,301 

1,273,9a 

1,004,  KO 

2,159.Sn 

74.W 

7,331,210 

587.2» 

2,009,»3 

l,088,«r7 

728,40 

256,206 


31,728,386 


YEAR  ENDING  DEC.  31, 1904. 


Iron  ore. 

Pig  iron 

Scrap  iron 

Bar  iron 

Railway  bars 

Hoop,  band,  scroll 

Ingots,  blooms,  etc ^ 

.  Sheet,  plate,  taggers 

Tin  plate,  etc 

Wire  rods 

Wire,  and  articles  made  from  wire 

Structural 


487,613 
70,500 
13,461 
21,078 
87,776 

2,151 
10,887 

4,106 
71,217 
15,485 

3,487 

7,360 


754,213 


0,101.384 

1,765,107 

189,506 

918,841 

808,775 

60,931 

1,535.911 
302,500 

4,364,761 
707,779 
624,861 
210.996 


12,681,359 


The  Chairman.  The  next  item  on  the  subpoena  is  a  schedule  of 
principal  products  of  the  organization  at  present  prices  submitted 
at  the  finance  committee  meeting,  United  otates  Steel  C!orporation, 
April  27,  1909,  by  the  president. 

Mr.  Reed.  I  have  already  here,  and  will  submit  it  to  Mr.  MacKafl 
in  New  York,  or  give  it  to  you  now,  that  information. 

The  Chairman.  Is  that  the  document  with  a  number  of  blanks 
in  itt 

Mr.  Reed.  I  do  not  remember  any  blanks. 

Mr.  MacRab.  I  do  not  think  so,  Mr.  Chairman.  That  is  later  on, 
I  think. 

The  Chairman.  That  document  will  be  furnished  ? 

Mr.  Reed.  It  will  be  turned  over  to  Mr.  MacRae. 
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The  Chaibman.  The  next  item  on  the  subpoena  is  [reading]  : 

Statements  B  and  C,  referred  to  in  letter  to  Mr.  William  E.  Corey,  president 
United  States  Steel  Ck)rporation,  from  Mr.  J.  A.  Parrell,  president  United 
States  Steel  Products  Export  Co.,  and  dated  November  5,  1909,  which  state- 
ments were  withdrawn  from  the  documents  furnished  ^Mr.  F.  J.  MacRae  and 
marked  "  X"  The  figures  for  "  average  costs  "  contained  in  the  report  of  the 
presiding  offlcei*  at  the  nineteenth  meeting  of  the  directors  of  the  United  States 
Steel  Corporation,  October  7,  1902,  and  referred  to  in  statement  furnished  to 
F.  J.  MacRae  and  marked  "  Document  X." 

Is  that  the  document  where  you  left  the  costs  blank? 
Mr.  Fabbell.  We  have  that,  Mr.  Chairman. 
Mr.  Reed.  Both  of  those  I  have  hei'e,  and  I  will  take  them  to  New 
York  and  give  them  to  Mr.  MacRae  on  demand,  like  the  others. 
The  Chairmak.  With  the  blanks  filled  out? 
Mr.  Reed.  Just  as  they  were  submitted  to  the  finance  committee. 
The  Chaikman.  The  next  item  is : 

Maximum  and  minimum  production  costs  of  the  principal  products  of  the 
subsidiary  companies  of  the  United  States  Steel  (jorporation,  to  wit:  Cost 
sheets  showing  the  production  cost  of  Bessemer  pig  iron,  basic  pig  iron,  Bessemer 
steel  ingots,  open-hearth  steel  ingots,  standard  Bessemer  rails,  standard  open- 
hearth  rails,  Bessemer  and  open-hearth  blooms  and  billets,  sheet  and  tin-plate 
bars,  heavy  structural  shapes,  universal  plates,  sheared  plates,  and  wire  rods 
for  all  northern  fumace&  The  same  for  all  southern  furnaces;  also  mill-cost 
sheets  showing  in  detail  the  cost  of  production  of  pig  iron  and  steel  ingots, 
rails,  blooms,  and  billets,  sheet  and  tin-plate  bars,  structural  shape  plates,  etc., 
at  Edgar  Thompson  Works,  Bessemer,  Pa.;  Duquesne  Works,  Cochran,  Pa.; 
Homestead  Works,  Monhall,  Pa. ;  Lucy  Furnaces,  Pittsburgh,  Pa. ;  Gary  Works, 
Gary.  Ind. ;  South  Works,  Chicago,  111. ;  and  also  the  Southern  Furnaces— these 
statements  of  ore  cost  to  show  cost  of  ore  in  ground  and  cost  of  transportation 
by  land  and  by  water  and  dockage  charges. 

Mr.  Reed.  It  seems  evident  that  nothing  is  omitted  there,  Mr. 
Cihairman. 

If  I  may  answer  for  the  witness,  on  December  18  we  turned  over 
to  Mr.  MacRae  a  statement  of  the  production  cost,  giving  the  aver- 
age costs  at  the  northern  plants,  and  I  have  Mr.  MacRae's  receipt 
for  that  here,  if  the  committee  would  like  to  see  it. 

The  production  cost  for  the  southern  plant — ^there  is  only  one — I 
have  here,  and  I  will  take  these  statements  to  New  York  for  Mr. 
MacRae. 

Mr.  MacRae.  The  statement  for  which  you  have  my  receipt  has 
been  turned  over  to  the  chairman  of  the  committee,  and  this  lurther 
request  was  made  for  maximum  and  minimum  costs. 

The  statement  referred  to  proved  not  to  be  complete,  because  de- 
preciation charges  and  general  expenses  were  not  included. 

Mr.  Reed.  The  statement  will  be  available  for  Mr.  MacRae,  Mr. 
Chairman. 

Mr.  MacRae.  The  things  now  asked  for  are  the  cost  sheets  from 
which  those  compilations  were  made — the  direct  cost  sheets  at  the 
mill,  in  other  words,  showing  the  detailed  cost. 

Mr.  Reed.  As  I  understand,  you  want  to  verify  the  compilations 
that  were  given? 

Mr.  MacRae.  It  is  not  exactly  a  verification.  They  were  sheets 
showing  the  cost  of  these  various  products  at  the  different  places — 
at  the  Uamegie  works,  the  Homestead  works,  and  the  Gary  works. 

Mr.  Reed.  That  •  is  another  matter.  We  are  talking  about  the 
sheets  that  were  furnished. 
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Mr.  MacBae.  We  got  those.  Mr.  Farrell  knows  what  we  want,  I 
think. 

Mr.  Fabrell.  Is  it  the  purpose  of  the  committee  to  publish  these 
detailed  costs  in  the  proceedings?  If  it  is,  Mr.  Chairman,  I  think 
it  is  a  gross  injustice  to  an  industry  that  is  endeavoring  to  build  its 
business  up  all  over  the  world  in  competition  with  the  German  in- 
dustry, with  the  Belgian  industry,  with  the  British  industry,  and 
every  other  European  steel-producing  country,  all  employing  men 
who  are  receiving  60  per  cent  less  wages  than  we  pay  to  our  men. 
In  other  words,  the  wages  paid  American  workmen  employed  in  the 
steel  industry  are  about  two  and  one-fifth  times  the^  wages  paid  to 
the  workmen  employed  in  the  steel  industry  in  European  countries. 
This  sort  of  thing  may  be^  perhaps,  proper,  or  considered  proper,  in 
diplomatic  work — to  acquire  secrets  m  mis  way — ^but  if  you  propose 
to  show  to  the  world  and  to  the  manufacturers  of  Germanv,  Belgium, 
and  other  coimtries  the  absolute  detailed  costs  of  an  iniustrv  such 
as  ours,  with  information  of  that  kind  in  their  hands,  our  foreign 
business  would  not  be  worth  anything  in  the  course  of  time. 

I  think  if  there  is  any  desire  on  the  part  of  the  committee  to  ex- 
amine these  costs,  there  is  no  objection  on  our  part  to  exhibiting  them 
for  such  examination,  but  I  think  it  would  be  an  injury  to  the  indus- 
try, whether  it  is  our  industry  or  the  industrv  of  our  competitors^  to 
publish  these  costs  to  the  world.  They  would  go  to  every  competing 
industry  throughout  the  world. 

Mr.  Bartlett.  How  else  could  you  determine  the  difference  in 
costs  of  production  here  and  abroad,  for  certain  purposes  of  tax- 
ation ?  It  has  been  said  to  be  the  theory  upon  whion  taxes  are  to  be 
laid,  under  a  certain  theory,  that  in  order  to  levy  taxes  for  the  main- 
tenance of  the  Government,  to  obtain  proper  revenues,  the  proper 
way  to  do  it  was  to  consider  the  difference  in  the  cost  of  production 
at  home  and  abroad,  and  then  a  reasonable  return  to  the  manufac- 
turer upon  his  business.  How  else  could  Congress,  pursuing  that 
theory  of  raising  revenue,  or  taxing  for  the  Government,  find  out, 
except  by  an  examination  into  the  difference  in  the  costs  to  you  and 
to  the  people  abroad? 

Mr.  Keed.  Congress  need  not  take  the  details  and  publish  them. 

Mr.  Farrell..  Of  course,  this  information  that  you  are  asldng  for 
has  been  furnished  to  the  Bureau  of  Corporations. 

Mr.  Bartlett.  Recently? 

Mr.  Reed.  Yes,  sir. 

Mr.  Farrell.  1  know  that  they  have  had  large  numbers  of  people 
in  the  various  departments  of  our  companies  for  the  past  six  years, 
I  know  that  it  has  cost  us  perhaps  over  half  a  million  dollars  to 
compile  the  information  that  we  have  given  up  to  the  present  time 
to  .the  Bureau  of  Corporations. 

Mr.  Bartlett.  Since  the  publication  of  this  report? 

Mr.  Reed.  Since  the  Bureau  of  Corporations  started  its  investiga- 
tion of  the  steel  industry,  it  has  cost  us  over  half  a  million  dollars  to 
give  them  information. 

Mr.  Bartlett.  I  do  not  doubt  that.  Do  you  mean  that  informa- 
tion has  been  furnished  since  the  publication  of  this  report  by  the 
Commissioner  of  Corporations? 

Mr.  Farrell.  Is  that  a  complete  report? 

The  Chairman.  No. 
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Mr.  Reed.  I  think  Judge  Bartlett  has  the  preliminary  summary. 

Mr.  Bartlbtt.  Yes. 

Mr.  Reed.  Since  the  publication  of  that ^ a  great  deal  additional 
information  has  been  furnished. 

The  CHAntMAN.  Nothing  along  that  line? 

Mr.  Reed.  On  the  matter  of  costs. 

The  Chairman.  Here  is  the  trouble  with  the  Bureau  of  Cor- 
porations :  Mr.  Herbert  Knox  Smith  has  received  $500,000  worth  of 
mformation  under  this  sort  of  an  agreement,  signed  by  the  commis- 
sion— I  quote  the  exact  receipt: 

Received  of  the  United  States  Steel  Corporation  schedule  and  statistical 
statements  covering  portions  of  the Co. — 

The  Carnegie  Co.,  or  whatever  it  was — • 

Properties  for  the  year  as  enumerated,  the  schedules  annexed  hereto. 

The  schedules  and  statistical  statements  above  referred  to  are  received  with 
the  understanding  that  they  are  merely  loaned  to  me  for  my  Inspection  and 
consideration,  and  I  will  not  make  literal  copies  thereof  for  the  flies  of  any 
department  of  the  United  States  Government;  that  said  schedules  and  state- 
ments shall  be  returned  to  the  United  States  Steel  Corporation  as  soon  as  I 

have  completed  inspection  of  the  same  and  in  any  event  prior  to day 

of . 

That  is  the  form  of  that  receipt. 

I  went  down  to  see  Mr.  Herbert  Knox  Smith,  and  I  asked  him  to 
take  me  into  his  confidence  and  tell  me  what  it  cost  to  produce  a  ton 
of  pig  iron. 

He  advised  me  that  he  could  not  do  it ;  that  he  could  not  tell  any- 
body but  the  President. 

I  said, "  Will  you  go  with  me  to  see  the  President  and  tell  the  Presi- 
dent while  I  am  around?    And  I  will  bring  Mr.  MacRae  up  there." 

We  had  a  little  meeting,  the  President  and  Mr.  Herbert  Knox 
Smith  and  representatives  of  this  committee,  and  the  President 
seemed  to  have  no  earthly  desire  to  make  a  deep  and  mysterious  mat' 
ter  of  this  profound  knowledge  of  the  cost  of  producing  pig  iron.  In 
fact,  he  said  he  did  not  remember  anything  that  Mr.  Smitn  had  ever 
told  him  and  he  did  not  remember  to  have  ever  had  Mr.  Smith  tell 
him  anything.  As  it  afterwards  turned  out,  he  had  not,  either  to 
him  or  to  Cm.  Roosevelt. 

I  then  went  to  see  Mr.  Smith,  after  having  obtained  the  permission 
of  the  President  to  share  his  confidence  about  the  cost  of  producing 
steel  products,  and  he  then  told  me  that  he  did  not  have  the  infoi-ma- 
tion,  except  in  his  head,  and  he  could  not  remember  all  those  things, 
and  that  he  had  returned,  under  the  provisions  of  this  receipt,  all 
these  costs  to  the  United  States  Steel  Corporation. 

Then  I  went  back  to  the  United  States  Steel  Corporation  and  asked 
them  to  give  me  a  peep  at  these  sheets  which  they  turned  over  to  Mr. 
Smith.  Then  they  objected  on  the  ^ound  that  such  information 
would  seriously  embarrass  them  in  their  business. 

So  that  the'result  is  that  while  there  are  five  or  six  volumes  of 
schedules  or  things  that  you  furnished — there  must  have  been  a  cart- 
load of  them 

Mr.  Farrell.  Trainloads. 

The  Chairman.  Trainloads;  they  departed  like  the  Arabs,  and  left 
no  trace  behind  in  the  archives  of  the  Government. 


2656  UNITED  STATES  STEEL  OORFOBATION. 

It  is  very  material  to  this  committee  to  know  something  about  the 
cost  of  production. 

I  can  assure  the  president  of  the  steel  corporation  of  the  chairman^s 
sincere  desire  to  protect  this  industry  from  the  publication  of  any 
matters  touching  the  intimate  details  of  its  business  that  are  not 
essentially  necessary.  I  do  regard  it,  however,  as  of  the  utmost, 
vital  necessity  that  this  committee  should  know,  from  the  most  direct, 
authentic,  and  original  documents,  just  what  it  costs  the  steel  oor- 
poration  to  produce  these  various  products.  On  that  proposition  and 
around  it  are  based  the  most  vital  conclusions  of  this  committee  and 
the  most  vital  inquiries  of  the  economists  in  this  country.  You  have 
one  school  teaching  that  the  costs  of  production  are  materially  de- 
creasing, that  the  economies  of  manufacture  are  multiplying,  and 
that  the  consumer  is  infinitely  benefited  by  the  formation  of  concerns 
like  the  United  States  Steel  Corporation  through  economies  in  trans- 
portation, economies  in  production,  economies  in  the  sale  of  the 
{>roduct,  economies  in  the  elimination  of  middle  men,  economies  in 
abor. 

On  the  other  hand,  it  is  contended  by  political  economists  of  equal 
merit  that  the  overhead  charges  of  a  concern  of  this  kind  are  enor- 
mous; that,  as  Mr.  Carnegie  explained  fully  here  the  other  day,  a 
partnership  where  each  man  has  an  individual  interest  and  is  not 
a  mere  employee  of  the  company  watches  the  spigot  of  expense  with 
more  diligence  than  the  man  who  is  president  or  secretary  to-day  and 
will  ultimately  be  out  of  the  business;  and  that  economies  of  produc- 
tion are  lessened  under  a  partnership,  hampered  as  it  is,  so  that  it 
can  run  all  around  a  corporation. 

The  solution  of  that  question  is  the  fact  of  the  cost  of  production. 
That  fact  we  must  know ;  and,  as  far  as  the  chairman  oi  this  com- 
mittee is  concerned,  come  what  will,  we  will  know  it,  if  there  is  power 
enough  in  the  Federal  Government  to  find  out. 

Mr.  Reed.  In  answer  to  that,  Mr.  Chairman,  I  want  to  say  that 
although  we  have  not  found  anything  in  the  resolution  creating  this 
committee  which  seems  to  authorize  an  investigation  of  costs,  tliere 
is  not  the  slightest  objection  on  the  part  of  the  steel  corporation  to 
this  committee  having  the  fullest  knowledge  on  that  subject.  We 
do  not  want,  if  we  can  avoid  it,  to  let  that  information  go  out  in 
all  its  details  to  our  competitors  here  and  our  competitors  abroad, 
however. 

We  have,  with  continuous  work  of  four  of  the  best  cost  clerks  of 
the  corporation,  for  five  weeks  made  a  compilation  of  these  cost 
sheets,  which  has  been  furnished  to  Mr.  MacRae. 

We  are  perfectly  willing  to  let  Mr.  MacRae  come  into  the  corpora- 
tion offices  and  see  the  original  cost  sheets  from  which  that  is  made 
up,  and  satisfy  himself  to  the  utmost  that  what  we  have  given  him 
in  this  summary  or  compilation  is  a  fact. 

If  it  is  possible,  however,  for  this  committee,  by  using  that  com- 
pilation verified  by  him  from  the  original  documents,  to  satisfy  itself 
as  to  the  costs,  it  will  be  of  great  help  to  the  industry. 

It  ought  not  to  be  necessary  to  make  public  all  these  intimate  de- 
tails of  the  operation  of  the  company,  although  we  are  perfectly  will- 
ing to  make  it  known  to  the  committee.  Mr.  MacRae  can  chefk  these 
statements  that  we  have  here  or  in  New  York  at  any  time  that  he 
wants  to.    Like  these  other  papers,  he  will  have  access  to  the  origi- 
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nals  when  he  wants  them ;  but  the  summary  is  complete,  and  it  will 
advise  the  committee  better  probably  than  tiiis  mass  of  detail,  which 
it  would  take  a  week  to  be^n  to  study  and  understand.  The  com- 
mittee, I  know,  can  not  spare  the  time  to  go  into  all  these  original 
costs. 

Mr.  Bastlett.  Do  you  mean  to  say  that  these  details  wiU  develop 
some  trade  secret  as  to  production  ? 

Mr.  Farrell.  May  I  give  you  a  concrete  example?  Because  that 
sometimes  is  capable  of  elucidation,  whereas  an  abstract  discussion 
is  not. 

Suppose,  for  example,  we  knew  the  cost  of  a  mill  in  Westphalia 
producing  a  commodity  that  we  are  desirous  of  selling,  we  will  say, 
m  Chili.  We  maintain  an  office  at  Valparaiso.  If  the  German  Gov- 
ernment published  a  detailed  and  itemized  statement  of  the  cost  of 
producing  bar  steel,  mine  rails,  pipe,  wire  products,  tin  plate,  and 
so  on,  it  would  be  a  very  simple  thms  for  us  to  sit  down  and  ngnre 
as  to  whether  we  were  going  to  be  able  to  compete  with  the  German 
manufacturer,  at  Valparaiso.  That  is  exactlv  the  information  that 
the  German  and  Belgian  and  Austrian  and  Kussian  manufacturers, 
who  are  now  exporting  millions  of  tons  of  material  a  year,  are  seek- 
ing to  ascertain.  They  are  doing  their  best  to  ascertain  our  cost  of 
production.  They  know  we  are  a  country  producing  an  enormous 
quantity  of  pig  iron  and  materials  of  that  character.  As  a  matter 
of  fact,  we  nave  to-day  a  productive  capacity  of  40,000,000  tons  a 
year  of  pig  iron,  and  we  nave  never  been  able  to  sell,  in  any  one 
year,  over  27,000,000  tons  of  pig  iron.  I  think  in  1910  the  total 
production  of  the  country — ^not  of  the  Steel  Corporation  but  of  the 
whole  country — was  27,300,000  tons  of  pig  iron. 

If  these  costs  of  production,  after  years  of  effort  and  of  inventive 
genius,  and  as  a  result  of  the  efficiency  of  our  workmen,  who  have 
been  rewarded  from  time  to  time  when  they  discovered  anything  of 
value  in  metallurgical  research  or — — 

Mr.  Baktlett  (interposing).  My  point  is  this:  Would  an  exhibit 
of  the  cost  of  production  give  evidence  of  some  invention  or  trade 
secret  that  your  men,  by  reason  of  their  experience  and  genius,  have 
ascertained,  that  reduces  cost? 

Mr.  Fabsell.  Absolutely. 

Mr.  Babtlbtt.  That  particular  thing  I  have  no  desire  to  publish. 

Mr.  Farrell.  It  would  be  what  a  lawyer  might  call — I  am  not  fa- 
miliar with  the  legal  terms 

Mr.  Bartlett.  A  confidential  communication  with  his  client? 

Mr.  Farrell.  Yes;  and  to  some  extent,  perhaps,  what  might  be 
called  the  fiducial  point. 

Mr.  Beed.  It  would  be  a  very  crucial  point,  certainly. 

The  Chairman.  If  this  committee  should  make  the  statement, 
after  careful  examination  of  your  books,  that  you  could  produce 
pig  iron,  without  stating  where,  at  $6  a  ton ;  that  you  could  produce 
rails  at  $18  a  ton — I  am  just  guessing  at  these  costs 

Mr.  Farrell.  I  imderstand. 

The  Chamman.  Or  tubes  at  $25  a  ton ;  billets  at  $20  a  ton ;  would 
that  statement  do  you  any  material  harm,  unless  with  that  state- 
ment were  published  the  details  by  which  that  economy  was  secured 
and  that  low  cost  obtained  ? 
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Mr.  Farbell.  Mr.  Chairman,  if  as  a  result  of  this  investigation 
or  any  other  publicity,  which,  of  course^  we  have  always  courted, 
it  is  found  that  the  conduct  of  our  business  is  along  the  lines  of 
principle  and  justice^  I  think  that,  as  an  industry,  we  ought  to  be 
protected  from  the  loss  of  business  that  would  result  from  the  exhi- 
bition of  any  cost  of  production. 

We  employ,  at  the  present  time,  in  the  manufacture  of  goods  for 
export  to  foreign  countries  40,000  men.  Of  our  total  number  of 
employees,  upward  of  40,000  men  are  to-day  engaged  in  our  mills 
in  the  production  of  these  materials  to  be  sold  all  over  the  world. 
We  maintain  58  foreign  sales  offices,  employing  men  who  have  been 
trained  in  our  business — ^not  foreigners,  but  Americans. 

We  are  paying  out  in  wages  in  the  production  of  materials  that 
are  sold  for  export  nearly  $40,000,000  a  year.  Irrespective  of  whether 
we  sell  materials  to  foreign  countries  at  a  lower  price  than  we  do  in 
this  country,  the  workmen  in  the  mills  receive  tne  same  wages  and 
the  same  returns  for  the  production  of  that  material  sold  for  export 
as  they  do  for  the  production  of  materials  sold  in  this  country. 

I  am  trying  to  protect,  if  I  can,  our  employees.  I  have  been  an 
employee  and  I  have  worked  for  18  years  in  the  mills,  and  I  know 
what  it  means  to  have  information  of  that  character  spread  broadcast 
all  over  the  world.  I  know  what  advantage  it  would  be  to  me,  per- 
sonally, if  I  knew  what  an  Austrian  manufacturer  could  deliver 
materials  at  Calcutta  for — if  I  knew  what  his  cost  was. 

Mr.  Gardnek.-  You  could  then  figure  out  his  bid  beforehand? 

Mr.  Farrell.  To  a  fraction,  if  I  knew  what  his  cost  was,  because 
it  would  be  the  sum  total  of  his  cost  of  production  and  the  ocean 
freigrht,  which  is  a  very  simple  matter  to  find  out.  It  is  easy  to  find 
what  his  freight  is  from  Fiume  or  Trieste  to  Calcutta  or  Bombay 
or  Singapore. 

The  Chairman.  The  fiscal  policies  of  two  great  political  parties 
have  been  founded  upon  a  basis  of  sand,  then,  in  the  light  ox  what 
vou  have  told  us. 

In  platform  after  platform  it  has  been  stated  that  the  foundation 
of  all  tariff  legislation  shall  be  the  cost  of  production  and  such  a 
duy  as  will  equalize  the  cost  of  production  at  home  with  that  abroad, 
with  a  fair  incidental  profit.  A  great  many  Democrats  have  taken 
the  postion  that  where  the  cost  of  production  at  home  is  greater  than 
the  cost  of  production  abroad,  the  home  manufacturer  is  entitled  to 
advantages  in  the  way  of  a  duty  which  shall  equalize  the  two  costs 
without  giving  the  manufacturer  any  incidental  profit.  But  schedule 
after  schedule  has  been  written  for  years  upon  the  hypothesis  that 
there  was  that  confidence  between  the  maker  of  the  law  and  the  maker 
of  the  material  that  the  law  was  protecting  which  would  enable  the 
writer  of  the  law  to  know  how  to  apply  this  salve  of  protecticm  to 
the  manufacturer  of  the  product;  and" that  knowledge  was  baaed, 
fundamentally,  upon  some  apprehension  of  the  cost  of  production. 
If  that  is  a  deadly,  sacred  secret,  to  be  sacred  above  all  things  else, 
we  have  been  for  30  years  in  this  country  stumbling  blindly  around 
without  knowing  how  to  help  you  because  you  did  not  dare  to  tell  us. 

What  are  you  going  to  do  with  your  tariff  idea,  your  effort  to 
equalize  the  cost  of  production  at  home  and  abroad,  if  you  do  not 
know  that  which  is  the  principal  item  in  that  whole  equation? 
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Mr.  Fabbell.  You  would'  not  arrange  the  tariff  schedule  on  the 
basis  of  cost  of  production  of  the  United  States  Steel  Corporation, 
without  any  regard  to  the  manufacturer  who  might  be  situated  at 
Baltimore  or  at  Pensacola  or  Mobile  or  San  Francisco  ? 

The  Chaibmak.  But  if  the  manufacturer  at  Pensacola,  Mobile,  or 
any  other  point  entered  showed  the  same  reticence  and  hesitancy 
about  telling  the  makers  of  the  law  about  the  cost  of  his  production 
we  would  be  in  as  bad  a  fix.  Is  there  any  reason  why  it  would  not 
hurt  an  independent  manufacturer  to  tell  the  cost  of  his  production 
as  much  as  it  would  hurt  the  Steel  Corporation  ? 

Mr.  Reed.  Mr.  Schwab  showed  that  he  did  not  want  to  tell. 

The  Chaibman.  He  said  he  did  not  care. 

Mr.  Reed.  He  said  he  did  not  care  to  tell  ? 

The  Chaibman.  No  ;  he  said  you  told  each  other  freely. 
.  Mr.  Reed.  Ah,  yes. 

The  Chaibman.  At  home  and  abroad,  just  exactly  what  your  cost 
of  production  was. 

I  have  not  the  statement  before  me,  but  it  has  been  sent  for.  My 
memory  is  perfectly  dear  upon  it,  that  Mr.  Gary  for  several  hours 
entertained  the  committee  and  the  country  with  a  delightful  recital 
of  the  absolute  and  perfect  confidence  that  existed  between  steel 
makers,  and  told  us  how  these  meetings  were  held,  not  for  the  pur- 
pose of  fixing  prices,  but  for  the  purpose  of  enlightening  each  other 
as  to  the  most  intimate  details  of  his  business. 

Mr.  Reed.  I  do  not  know  that  Mr.  Schwab  said  we  were  enlighten- 
ing foreign  competitors. 

The  Chaibman.  He  said  the  foreigners  knew  just  exactly  what  it 
cost.  I  asked  if  he  cared  if  people  knew  what  it  cost  him  to  produce 
these  things,  and  he  said  no,  if  1  remember  correctly. 

Mr.  Young.  I  do  not  think  the  committee  got  very  much  informa- 
tion from  Mr.  Schwab  as  to  what  it  cost  him. 

Mr.  Babtlett.  You  already  know  a  good  deal  about  what  it  costs 
foreigners  to  produce,  do  you  not  ? 

Mr.  Fabbeli*.  We  are  trying  all  the  time  to  ascertain,  as  they  are 
trying  to  ascertain  our  costs. 

Mr.  Babtlett.  Have  you  not  already  ascertained  it? 

Mr.  Fabbell.  In  general,  nearly;  but  we  do  not  know  their  real 
costs. 

"Mr.  Babtlett.  What,  ordinarily,  does  it  cost  in  Germany  to  pro- 
duce a  ton  of  pig  iron  ?  " 

Mr.  Fabbell.  It  would  dej)end  upon  the  district  in  which  the  iron 
was  produced.  I  should  say  in  the  Lorraine  district  they  might  pro- 
duce pig  iron  for  perhaps  $7.50  or  $7  a  ton.  Tliere  are  other  disad- 
vantages, however.  The  German  Government,  through  its  system  of 
railways  and  its  special  freight  rates  and  subventions  ana  ^special 
rates  through  canals  and  the  transportation  system  generally,  en- 
ables the  German  manufacturer  to  compete  at  a  laid-down  cost  that  is 
below  ours. 

Mr.  Babtlett.  Are  the  items  as  to  the  location  of  your  plants  and 
the  cost  of  transportation  to  and  from  your  mills  things  that  you 
want  to  keep  secret  ? 

Mr.  Fabbell.  No  ;  the  cost  of  transportation  to  and  from  the  mills 
is  a  public  matter.    That  is  covered  by  the  freight  tariffs. 
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Mr.  Bartlett.  The  reason  I  asked  that  question  is  that  you  su^- 

Ssted  that  they  entered  into  the  matter  m  your  reference  to  the 
»rman  concerns. 

Mr.  Farrell.  I  say  it  makes  it  all  the  more  difficult  for  us  to  com- 
pete with  them,  because,  while  they  start  out  with  a  lower  cost  of 
•  production,  they  also  have  the  advantage  of  cheaper  transportation. 

Mr.  Bartlett.  It  is  necessary  for  you  to  meet  that  advantage  in 
some  other  way? 

Mr.  Farrell.  If  we  can. 

Mr.  Bartleti.  And  you  have  done  so  so  far,  have  you  not? 

Mr.  Farrell.  In  some  markets;  but  there  are  many  markets  in 
which  we  are  absolutely  unable  to  compete. 

Mr.  Bartlett.  Has  not  the  export  business  in  the  last  year — ^in  the 
last  month — in  steel  products  increased  wonderfully? 

Mr.  Farrell.  Oh,  yes.  At  the  beginning  of  the  formation  of  the 
United  States  Steel  Products  Export  Co.,  the  total  export  business 
of  all  the  companies  was  200,000  tons  a  year.  Last  year  our  total 
exports  were  2,000,000  tons. 

Mr.  Young.  You  mean  the  Steel  Corporation's  exports? 

Mr.  Farrell.  The  Steel  Corporation  itself ;  yes.  Ghir  exports  have 
grown  from  $6,000,000  a  year  to  $70,000,000  last  year. 

Perhaps  you  gentlemen  can  remember  that,  I  think,  perhaps  10 
years  ago,  the  exports  of  cereals  in  this  country  were  upward  of 
$60,000,000.    I  think  last  year  they  were  less  than  $6,000,000. 

Mr.  McGiLLicuDDT.  On  this  matter  about  which  the  chairman  was 
inquiring  of  you :  How  is  a  man  here  in  Congress,  without  personal 
knowledge  of  your  business,  going  to  .comply  with  the  request  of  your 
people  that  you  ought  to  have  an  amount  of  tariff  to  equalize  the  dif- 
ference in  the  cost  of  production  here  and  abroad  if  you  will  not  let 
us  know  what  the  cost  of  production  here  is?  How  are  we  going  to 
get  at  it? 

]^fr.  Farrell.  Of  course  perhaps  you  may  misunderstand  me,  Mr. 
McGillicuddy. 

Mr.  McGillicuddy.  I  do  not  wish  to  do  so. 

Mr.  Farrell.  We  have  no  objection  to  this  committee  knowing 
what  our  costs  of  manufacture  are.  I  presume  we  have  noobjection 
to  numbers  of  other  people  knowing  tnem,  but  the  point  I  am  try- 
ing to  make  is  that  I  think  it  would  be  an  injustice  to  the  industry 
if  our  costs  of  production  were  published  and  scattered  broadcast 
through  Westphalia,  Birmingham,  Budapest,  and  all  over  the  pro- 
ducing world. 

Mr.  McGiLLicLT)DT.  If  we  do  not  know  what  the  cost  is,  how  are 
we,  this  next  week,  going  to  vote  intelligently  on  a  tariff  on  iron  and 
steel  ?  You  know  it  and  will  not  produce  the  information.  How  are 
you  going  to  advise  us  as  to  voting  on  a  tariff  that  will  equalize  the 
difference  in  the  cost  of  production  here  and  abroad  ? 

Mr.  Farrell.  It  is  a  very  diflScult  subject,  Mr.  McGillicuddy. 

Mr.  McGillicuddy.  How  have  they  always  done  it  before,  if  you 
have  never  disclosed  what  your  cost  of  production  was  here,  and  if 
vou  always  got  a  tariff  that  equaled  the  difference  between  the  cost 
here  and  the  cost  abroad?    Have  you  guessed  at  it? 

Mr.  Farrell.  No.  We  have  always  furnished  information  to  the 
Ways  and  Means  Committee  or  to  any  conmiittee  of  Congress. 
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Mr.  McGiLUCUDDT.  Has  such  information  as  you  have  refused  to 
furnish  here  been  furnished  to  any  Ways  and  Means  Committee? 

Mr.  Reed.  We  have  not  refused  anything,  Mr.  McGillicuddy. 

Mr.  McGiuJCTTDDT.  You  say  you  would  not  like  to  furnish  it  and 
have  it  made  public. 

Mr.  Reed.  We  do  not  like  to  have  the  committee  make  it  public. 

Mr.  McGnxicuDDY.  I  understand  you. 

Did  you  furnish  it  to  the  Ways  and  Means  Committee  with  the 
undentanding  that  they  should  not  make  it  public  t 

Mr.  Farreix.  No;  but  when  the  Ways  and  Means  Committee  were 
seeking  information  w^ith  respect  to  the  costs  of  production  they 
sought  information  from  all  tne  manufacturers  in  tne  industry.  A 
manufacturer  at  Baltimore  might,  perhaps,  by  reason  of  his  geo- 
graphical position,  have  higher  costs  than  we  had,  or  a  manufacturer 
at  Seattle  might  be  using  Chinese  pig  iron,  and  he  might  be  in  a 
different  position  than  we  are.  Or  course,  the  tariff  is  a  difficult 
proposition,  because  at  the  present  time,  under  the  Pavne-Aldrich 
tariff,  the  entire  Pacific  coast  business  has  been  lost  to  the  iron  and 
steel  manufacturers  of  this  country. . 

The  consumption  of  pig  iron  on  the  Pacific  coast  at  the  present 
time  is  entirely  Chinese  iron. 

Mr.  B ARTLBTT.  By  reason  of  the  reduction  on  the  ore  ? 

Mr.  Farreix.  No  ;  on  pig  iron.  It  was  reduced  from  $4  to  $2.50. 
The  freight  from  Hankow  to  San  Francisco  or  Tacoma  or  Seattle 
on  pig  iron  is  approximately  $1.50  a  ton,  because  vessels  go  out  with 
wheat,  flour,  ana  other  products,  and  they  either  come  back  in  ballast 
or  take  this  Chinese  pig  iron. 

I  understand  there  is  a  Chinese  exclusion  law  on  the  statute  books 
that  prevents  the  immigration  of  Chinese;  but  here  is  a  situation 
where  their  product  comes  here  in  competition  with  the  industries 
and  workmen  of  this  country. 

Of  course,  you  realize  that  the  wases  paid  to  Chinamen  around  a 
blast  furnace  are  15  cents  a  day.  Mr.  Morton  Freweh,  one  of  the 
greatest  authorities  on  Chinese  affairs,  has  repeatedly  told  me  that 
$5  will  pay  the  wages  of  30  workmen  around  tnese  furnaces  at  Han- 
kow ;  and  thegeneral  manager  of  those  works,  Mr.  Lee — ^not  a  China- 
man, but  an  Englishman — ^has  also  made  the  same  statement  to  me. 

Since  the  Payne- Aldrich  duties  went  into  effect  there  has  been  no 
ig  iron  sent  from  the  South.    The  iron  always  went  from  'the 

nth — Bimiingham  and  other  places — to  the  Iracific  coast.  The 
Chinese  pig  iron  is  a  very  high-grade  iron ;  they  have  splendid  ores 
in  the  Tangtse  Valley,  and  it  has  absolutely  shut  the  American  iron 
out. 

Mr.  Gardner.  In  consequence  of  the  lower  duty  ? 

Mr.  Farreix.  To  some  extent. 

For  example,  Chinese  pig  iron  to-day  has  been  sold  on  the  Pacific 
coast  at  $18.50  a  ton  duty  paid. 

Mr.  Gardner.  What  is  tne  duty! 

Mr.  Farrell.  $2.50. 

Mr.  Dakforth.  Has  the  Wa^s  and  Means  Committee  of  the  pres- 
ent Congress  inquired  of  the  iron  merchants  in  this  country — the 
manufacturers — so  far  as  you  know,  in  regard  to  the  costs? 

Mr.  Farrell.  No.  I  understand  that  the  Ways  and  Means  Com- 
mittee are  not  going  to  have  any  session  on  this  proposed  bill. 
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• 

Mr.  Gardkeb.  Any  hearings,  you  njean? 

Mr.  Farrell.  Pardon  me ;  I  mean  any  hearings. 

Mr.  Danforth.  So  that,  so  far  as  the  present  Congress  is  con- 
cerned, it  is  not  a  practical  question  to  nnd  out  the  costs  in  this 
question. 

Mr.  Farrell.  No. 

Mr.  Danforth.  If  they  prepare  a  schedule,  they  will  prepare  it 
from  some  information  that  they  now  have  ? 

Mr.  Farrell.  I  am  not  in  a  position  to  answer  intelligently  as  to 
where  they  obtained  their  information,  if  they  have  obtained  any. 

Mr.  Danforth.  So  far  as  you  know,  it  has  not  been  asked  of  your 
corporation  or  of  other  manufacturers? 

Mr.  Farrell.  No. 

Mr.  Bartt^ett.  Does  it  cost  any  more  to  produce  pig  iron  or  steel 
products  now  than  it  did  in  1909? 

Mr.  Farrell.  Does  it  cost  more? 

Mr.  Barti^tt.  Yes. 

Mr.  Farrell.  In  what  year? 

Mr.  Bartlett.  1909. 

Mr.  Farrell.  Yes,  sir ;  I  should  say  that  it  costs  us  fully  50  cents 
a  ton  more ;  and  that  50  cents  a  ton  is  solely  due  to  the  fact — ^you  are 
speaking  of  our  corporation? 

Mr.  Bartlett.  I  am  speaking  of  the  general  production  of  pig 
iron. 

Mr.  Farrell.  We  estimated,  within  a  few  weeks,  that  we  had  ex- 
pended for  safety  appliances  in  our  mills  during  the  last  year  some- 
thing over  a  $1,000,000,  and  pension 

Mr.  Bartlett  (interposing).  You  mean  the  overhead  charges  have 
increased  ? 

Mr.  Farrell.  Yes ;  because  of  the  welfare  work  that  we  are  doing 
among  our  workmen. 

Mr.  Bartlett.  That  is  permanent  work.  That  will  adjust  itself 
in  a  short  while? 

Mr.  Farrell.  If  something  else  does  not  come  along  that  requires 
further  consideration. 

Mr.  Barti^ett.  The  Ways  and  Means  Committee  of  the  last  Con- 
gress did  have  a  number  of  very  eminent  gentlemen  before  it  who 
faye  evidence  as  to  the  costs  of  tne  products  of  all  this  iron  and  steel 
usiness. 

Mr.  Farrell.  Yes;  and  I  should  say  that,  in  a  general  way,  that 
information  is  approximately  correct,  with  the  exception  that  there 
are  instances,  as  in  the  pig-iron  industry 

Mr.  Bartlett  (intcrposmg).  That  was  the  reason  I  asked  the  qiies- 
tion  whether  or  not,  generally  speaking,  the  production  of  pig  iron 
and  iron  and  steel  products  had  shown  an  increased  cost  materially 
since  1909? 

Mr.  Farrell.  Was  my  answer  satisfactory? 

Mr.  Bartlett.  Yes. 

The  Chairman.  Suppose  this  committee  should  conclude  that  it 
did  not  desire  by  law  to  force  the  manufacturers  on  the  Pacific  coast 
to  use  domestic  pig  iron,  but  at  the  same  time  we  wished  to  have  the 
pig  iron  sold  to  them  at  the  lowest  possible  sum  consistent  with  the 
exclusion  of  the  foreign  product ;  that  we  did  not  want  any  CUnese 
pig  iron  or  any  German  pig  iron  or  other  kinds  of  pig  iron  to  come 
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into  this  country :  but  we  did  not  want,  in  excluding  that  pig  iron,  to 
raise  the  price  oi  pig  iron  10  cents,  15  cents,  or  $1  above  the  lowest 
amount  that  would  exclude  it,  because  that  would  tend  to  unneces- 
sarily increase  the  cost  to  the  consumer  everywhere.  We  would  have 
to  know,  then,  approximately  the  cost  of  producing  and  transporting 
Chinese  pig  iron,  and  we  would  have  to  know  the  cost  of  producing 
and  transporting  American  pig  iron,  would  we  not?  Would  not  that 
be  necessary  in  order  to  grant  you  that  relief? 

Mr.  Farkrix.  Yes,  sir. 

The  Chairman.  If  you  will  not  tell  us,  how  can  we  help  you? 

Mr.  Farrrll.  I  am  not  complaining  about  the  importation  of 
Chinese  pig  iron  or^f  Belgian  pig  iron  or  of  MiddlesDorough  pig 
iron.  I  am  merely  citing  the  condition  that- exists  under  the  present 
metal  schedules. 

The  Chairman.  Would  vou  not  prefer  to  sell  that  pig  iron  your- 
self? 

Mr.  Farrell.  Yes;  but  there  is  a  whole  zone  in  this  country 
where,  under  the  Payne-Aldrich  law,  if  the  mills  in  Europe  were 
not  as  busily  occupied  as  they  are  now,  importations  of  material 
into  this  country  would  be  enormous.  I  prepared  a  map  a  short 
time  ago  wliich  I  worked  out  from  data  which  I  had  obtained  from 
a  series  of  years,  showing  that  a  certain  zone  of  the  countrjr  would 
be  entirely  on  a  free-trade  basis  if  these  enormous  capacities  of 
Europe  were  unoccupied.  Fortunately  for  us,  at  the  present  time 
they  are  very  busy. 

Mr.  Bartlett.  Are  they  not  at  the  present  time  busier  than  they 
have  been  for  years? 

Mr.  Farreu..  They  are. 

Mr.  Bartugtt.  Is  it  not  a  fact  that  not  only  the  steel  corporation 
but  what  we  call  the  independents  have  booked  orders  and  Dusiness 
more  than  at  any  other  time  in  recent  years? 

Mr.  Farreix.  Judge  Bartlett,  for  a  period  of  two  years  there  has 
been  a  certain  hesitancy  in  business,  and  the  business  of  the  country 
has  been  sort  of  damming  up  or  banking  up.  The  necessities  of  the 
buyers  throughout  the  country  have  become  so  acute  that  there  has 
been  a  considerable  impetus  to  the  business,  and  it  is  a  fact  that  we 
are  now  busier  than  we  have  been  for  a  period  of  perhaps  18  months. 
We  have  started  some  furnaces  that  have  not  been  active  for  two 
years,  I  think. 

Mr.  BAHTLirrr.  Is  it  not  a  fact  that  the  Carnegie  Steel  Co.  now  has 
all  of  its  open-hearth  furnaces  in  commission? 

Mr.  Farreix.  That  is  correct. 

Mr.  Bartlett.  And  by  the  end  of  this  month  the  steel  corporation 
will  have  between  87  and  90  per  cent  of  its  capacity  active  ? 

Mr.  Farreix.  No :  that  is  not  correct.  But  the  statement  is  correct 
that  the  Carnegie  Steel  Co.  have  at  the  present  time  all  their  open- 
hearth  furnaces  in  operation.    The  other  statement  is  a  surmise. 

Mr.  Barti^ett.  I  do  not  always  take  the  newspaper  statements  as 
correct. 

Mr.  Farreix.  Nor  do  I. 

Mr.  Barti^etf.  I  saw  the  other  day,  when  I  was  in  New  York, 
from  what  purported  to  be  reliable  sources,  in  a  business  paper,  that 
the  steel  corporation  had  700,000  tons  of  steel  more  contracted  for 
than  they  could  supply. 
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Mr.  Gardner.  Is  that  so,  Mr.  Farrell  ? 

Mr.  Farbell.  I  have  not  seen  the  statement,  Mr.  Grardner. 

Mr.  Gardner.  Is  it  trae? 

Mr.  Farrell.  I  do  not  quite  understand  what  the  stat^nent  was. 

Mr.  Bartlett.  Have  you  not  booked  contracts — ^I  believe  that  is 
the  term — for  a  great  many  more  tons  of  steel  than  you  did  last 
year? 

Mr.  Farrell.  Yes,  sir;  that  is  correct. 

Mr.  Bartlett.  And  is  it  not  greater  than  you  have  booked  for  sev- 
eral years  past? 

Mr.  Farrell.  I  should  say  it  is  greater  than  for  the  past  18 
months. 

The  Chairman.  When  did  this  increase  in  your  business  start — this 
renewed  activity? 

Mr.  Gardner.  That  is  not  the  question  to  which  I  was  referring. 
I  thought  you  read  something  from  that  paper,  Judge  Bartlett  ? 

Mr.  Bartlett.  From  this  morning's  paper  ? 

Mr.  Gardner.  Something  to  the  enect  that  they  had  a  greater 
amount  of  orders  for  steel  than  they  could  supply. 

Mr.  Bartlett.  I  did  not  read  that  from  the  paper. 

Mr.  Gardner.  I  thought  you  did.    I  asked  Mr.  Farrell  if  it  was  so. 

Mr.  Bartletp.  I  might  have  looked  at  the  paper,  but  I  did  not 
intend  to  create  the  impression  that  I  was  reading  from  that  paper. 
I  say  I  got  that  in  New  York. 

Mr.  Reed.  You  have  not  contracted  for  more  than  you  could  sell  ? 

Mr.  Farrell.  No.  We  have  not  contracted  for  more  than  we  could 
sell.  We  have  a  very  large  capacity  that  we  would  be  very  glad  to 
employ. 

Mr.  Bartlett.  Do  you  know  whether  or  not  this  is  not  also  true  of 
the  independents? 

Mr.  Farrell.  I  understand  it  is;  yes.  I  understand  they  are  get- 
ting more  business 

The  Chairman.  As  I  understand,  these  costs  sheets  that  have  been 
asked  for  will  be  furnished,  and  Mr.  MacRae  will  be  permitted  to 
inspect  them  and  to  make  such  use  of  them  as  he  thinks  fit. 

Mr.  Reed.  The  situation  is  just  this,  Mr.  Chairman,  if  I  may  sum 
it  up: 

In  order  to  assist  Mr.  MacRae  we  have  put  a  tremendous  quantity 
of  work  on  making  these  compilations.  The  original  costs  them- 
selves are  voluminous^  and  probably  Mr.  MacRae  could  not  make  any 
valuable  use  of  the  originals  without  putting  a  corps  of  clerks  on 
them  to  work  for  several  weeks.  We  tried  to  do  that  work  for  him, 
and  made  the  compilations.  We  have  done  that.  But  if  he  wants  to 
^o  beyond  that  and  take  up  the  originals,  he  can  do  it  at  any  time 
m  the  offices  in  New  York.  But  please  do  not  ask  us  to  bring  the 
oriffinals  down  here. 

The  Chairman.  No  ;  we  do  not  care  to  have  them  brought  down 
here. 

Mr.  Reed.  For  one  thing,  we  need  them  all  the  time. 

The  Chairman.  We  want  the  originals  turned  over  to  him  for  such 
use  as  he  thinks  proper. 

Mr.  Reed.  And  I  hope  the  committee  will  end  by  deciding  that^ 
at  the  most,  the  compilations  are  all  they  will  want  to  publish  after 
Mr.  MacRae  has  verified  them  and  found  they  are  accurate  and  fair. 
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Mr.  Gaboner.  I  want  to  ask  some  questions  before  that  is  settled, 
Mr.  Chairman; 

The  Chairman.  Veiy  well. 

Mr.  Gardner.  I  distinctly  got  the  idea  la^t  summer  from  the  coun- 
sel of  your  company  that  you  had  no  objection  to  the  publication 
of  these  cost  sheets  in  gross ;  that  is^  a  compilation  showing  the  aver- 
age cost  of  production  to  the  United  States  Steel  Corporation  of 
various  articles. 

I  gather  from  your  evidence  this  morning  that  you  object  to  the 
publication  of  these  compilations  of  averages.    Is  that  correct? 

Mr.  Farreix.  No,  sir;  that  is  incorrect.  You  have  misunderstood 
my  testimony.  We  do  not  object  to  the  publication  of  a  compilation 
of  averages,  but  we  do  object  to  the  general  segregation  of 

Mr.  Gardner  (interposinff ) .  Let  us  not  have  any  misunderstanding. 

Do  you  object  to  the  puolication  of  the  average  cost  of  production 
of  pig  iron  to  the  United  States  Steel  Corporation? 

Mr.  Farrell.  Would  you  not  take  into  Qonsideration,  Mr.  Gard- 
ner, the  fact  that  there  are  other  producers  in  this  country  produc- 
ing materials  in  various  places 

Mr.  Gardner.  I  take  it  all  into  consideration. 

What  I  want  to  know  is  whether  I  understood  the  position  of  the 
Steel  Corporation  last  summer  correctly  or  whether  it  is  changed  or 
whether  your  position  is  somewhat  different  from  what  I  have  imder- 
stood? 

To  give  a  concrete  illustration:  Do  jrou  object  to  the  publication 
of  the  average  cost  of  production  of  pig  iron  to  the  United  States 
Steel  Corporation? 

Mr.  Reed.  May  I  explain  to  Mr.  Farrell  what  has  gone  bef ore^ 
Mr.  Gardner? 

Mr.  Gardner.  I  wish  you  would.  ^ 

(Mr.  Eeed  thereupon  made  an  information  explanation  to  Mr. 
Farrell.) 

Mr.  Farrell.  Your  interpretation  is  correct,  Mr.  Gardner. 

Mr.  Gardner.  Mj  interpretation  of  your  words  or  my  understand- 
ing of  what  was  said  last  summer?    Which  is  correct? 

Mr.  Farrell.  Both. 

Mr.  Gardner.  They  do  not  seem  to  me  to  be  harmonious. 

Do  I  understand  you  now  to  say  that  you  have  no  objection  to  the 
publication  of  the  compilation? 

Mr.  Farrell.  The  composite  costs? 

Mr.  Gardner.  The  composite  costs  of  each  separate  product.  Do 
you  have,  first,  any  objection  to  the  publication  of  the  composite  cost 
of  pig  iron? 

Mr.  Farrell.  No;  if  you  limit  it  to  pig  iron. 

Mr.  Gardner.  Have  you  an  objection  to  the  publication  of  the 
composite  costs  of  blooms? 

Mr.  Farrell.  No  ;  I  can  not  say  that  I  have,  because  a  bloom  is  not 
very  far  removed  from  pig  iron. 

Mr.  Gardner.  Or  billets? 

Mr.  Farrell.  I  might  object  there ;  yes. 

Mr.  Gabdner.  Or  tubes? 

Mr.  Fabrell.  Yes. 

Mr.  Gardner.  You  would  object? 
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Mr.  Farrell.  Yes. 

Mr.  Gabdneb.  In  other  words,  you  do  not  object  in  the*  cruder 
products} 

Mr.  Farbell.  No. 

Mr.  Gardner.  But  as  a  product  approaches  a  finished  state,  you 
object  to  the  publication  oi  the  composite  costs  of  those  particular 
units? 

Mr.  Fabbeix.  You  are  right. 

Mr.  Gabdneb.  I  want  to  get  this  perfectly^  clear,  because  surely 
this  differs  from  what  I  understood  the  situation  to  be  last  summer. 
I  had  understood  that  you  had  no  objection  to  our  publication  of  the 
various  material  which  I  understood  you  had  supplied  to  the  Bureau 
of  Corporations,  provided  we  published  it  in  a  composite  form.  Now 
you  say  that  composite  form  must  not  apply  to  particular  products? 
'    Mr.  Fabbell.  To  finished  products. 

Mr.  Gabdneb.  At  least,  that  is  your  desire,  that  it  should  not  apply 
to  those  products? 

Mr.  Fabbell.  Yes;  that  is  my  desire. 

Mr.  Gabdneb.  And  it  is  needless  to  say  that  you  are  speaking  for 
the  United  States  Steel  Corporation  absolutely  in  that? 

Mr.  Fabbell.  I  do  not  know  that  I  would  want  to  be  placed  in  that 
position.  You  have  made  a  statement  here  that  our  counsel  has  vol- 
unteered to  give  information.    I  do  not  recollect  that  our  counsel  has. 

Mr.  Reed.  Mr.  Farrell  has  not  been  in  as  close  touch  as  he  might 
have  been  with  the  proceedings  before  this  committee,  Mr.  Gardner. 

Mr.  Gardner.  Mr.  Reed  understands  perfectlv  well  that  a  ffreat 
deal  of  discussion  goes  on  in  executive  session  between  counsel  for 
the  United  States  Steel  Corporation  and  the  committee  that  I  may 
very  well  have  confused  in  my  mind  with  what  took  place  before  the 
committee  in  a  public  hearing  or  before  the  full  committee  in  execu- 
tive session;  ana,  therefore,  I  want  to  arrive  at  what  the  position  of 
the  United  States  Steel  Corporation  is  as  a  matter  of  record. 

Mr.  Fabbell.  I  believe  you  have  correctly  stated  it. 

Mr.  Gabdneb.  You  have  given  the  correct  statement? 

Mr.  Farrell.  Yes. 

Mr.  Gardner.  I  just  want  to  ask  you  one  or  two  questions  in  order 
to  elucidate  in  my  mind  the  question  as  to  whether  you  are  asking 
something  reasonable  or  not^  just  as  a  little  while  ago  I  asked  you 
if  your  competitors  could  estimate  your  bids  before  they  were  opened 
if  they  knew  the  cost  of  production  of  particular  articles;  to  which 
^  I  recollect  rightly,  you  answered  that  they  could  estimate  them  to  a 
fraction  ? 

Mr.  Farrell.  Yes;  if  they  knew  our  costs. 

Mr.  Gardner.  As  a  matter  of  fact,  does  not  the  cost  vary  a  greht 
deal  from  time  to  time? 

Mr.  Farrell.  In  localities, 

Mr.  Gardner.  And  if  this  information  were  published  to-day. 
would  any  European  competitors  feel  that  it  was  secure  enough  for 
him  to  base  his  own  bid  on  three  months  from  to-day? 

Mr.  Farrell.  Yes. 

Mr.  Gardner.  That  would  be  a  great  guide  to  him? 

Mr.  Farrell.  Yes.  For  example,  in  the  German  industry  the  mills 
that  are  concerned  with  the  manufacture  of  materials  for  export  are 
principally  located  in  the  Westphalian  district,  and  most  of  them  are 
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on  the  Kiver  Rhine  or  the  Ruhr,  and  other  rivers,  and  they  have  water 
transportation  to  Rotterdam,  Antwerp,  and  so  on. 

Mr.  Gardner.  In  the  course  of  three  months  what  would  be  the 
minimum  or  maximum  that  your  cost  of  production  might  vary? 

Mr.  Farrell.  You  are  speaking  of  the  cruder  forms  of  material  1 

Mr.  Gardner.  First  of  the  cruder  forms,  yes ;  and  then  of  the  fin- 
ished forms. 

Mr.  Farrell.  They  might  vary  25  or  50  cents  a  ton. 

Mr.  Gardner.  And  in  the  more  finished  forms? 

Mr.  Farreix.  Probably  $10.  It  all  depends  upon  the  character  of 
the  operation. 

Mr.  Gardner.  That  being  so,  that  variation  coming  over  such  a 
wide  margin  as  25  to  50  cents  a  ton,  is  it  or  is  it  not  a  fact  that  to-day 
your  European  competitors,  as  a  matter  of  fact,  do  know  within  25  or 
50  cents  a  ton  your  costs,  or  do  they?  Or  do  you  know  theirs  within 
26  or  50  cents  a  ton? 

Mr.  Farrell.  I  am  not  positive  as  to  them. 

Mr.  Gardner.  But  sufficiently  so  to  form  an  estimate  for  your  bid  ? 

Mr.  Farrell.  It  would  depend  a  great  deal  on  where  the  material 
was  being  shipped  from.  Tne  competition  might  be  with  Germany, 
or  it  might  be  with  Belgium,  or  it  might  be  with  Austria,  or  with 
Russia. 

Mr.  Gardner.  You  might- know  the  German  costs  better  than  the 
Russian  costs,  for  instance,  or  the  Belgian  costs?  We  can  quite 
understand  that. 

I  am  just  going  to  allude  to  something  that  the  chairman  brought 
out.  We  have  had  a  great  deal  of  evidence  from  Judge  Gary  and 
from  other  people  as  to  what  is  called  by  Mr.  Herbert  Knox  Smith. 
and,  I  dare  say,  by  other  people  "  cooperation." 

Mr.  Farrell.  Yes,  sir. 

Mr.  Gardner.  The  cooperation  which  exists  between  producers 
of  steel,  independents  and  the  United  States  Steel  Corporation; 
and  we  have  been  informed  that^  whatever  understanding  occurred 
or  exists  between  manufacturers  m  this  countrv — the  understanding, 
or  the  comprehension,  I  had  better  put  it — of  each  others  business 
through  which  destructive  competition  has  disappeared,  have  been 
brou^t  about  by  a  complete  interchange  of  knowledge  of  costs 
between  the  producers  of  the  various  articles  affected.  Do  you  agree. 
with  thati 

Mr.  Farrell.  No  ;  not  so  much  with  respect  to  costs,  Mr.  Gardner, 
as  with  respect  to  processes. 

Mr.  Gardner.  There  was  pretty  voluminous  evidence,  I  think, 
that  there  was  a  complete  exposition  amongst  themselves  of  their  costs. 

Mr.  Reed.  Mr.  Schwab  stated  that. 

Mr.  Gardner.  I  can  not  remember  whether  anybody  who  was 
testifying  from  his  own  knowledge,  or  testifying  from  his  knowledge 
of  the  steel  business,  made  that  statement,  but  somewhere  that  was 
stated.  It  may  have  been  Mr.  Temple  or  somebody  who  would  not 
speak  from  his  own  knowledge. 

Mr.  Reed.  I  do  not  remember. 

Mr.  Farrell.  I  think  Mr.  Schwab  stated  that  it  would  be  a  de- 
sirable thing  to  do.  Perhaps  it  would  be,  for  one  manufacturer  to 
learn  the  ccsts  of  the  other.    It  may  be  that  he  was  anxious 
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Mr.  Gardner.  As  a  matter  of  fact,  do  the  manufacturers  of  the 
more  finished  forms  or  of  the  cruder  forms  of  steel  reveal  to  each 
other  their  costs?  • 

Mr.  Farrbix.  No,  sir. 

Mr.  Gardner.  They  do  not? 

Mr.  Farrell.  They  do  not. 

Mr.  Gardner.  It  is  just  a  secret  amongst  themselves? 

Mr.  Farrell.  Yes,  sir. 

Mr.  Gardner.  That,  I  am  quite  confident,  is  contrary  tp  some  of 
the  evidence  that  we  have  hitherto  had. 

Mr.  Reed.  It  is  quite  contrary  to  what  Mr.  Schwab  says  the  gen- 
eral practice  is ;  -but  it  is  quite  consistent  with  his  own  refusal  here, 
on  page  1349,  to  tell  us  what  he  pays  for  his  ore. 

Mr.  Gardner.  I  did  not  hear  Mr.  Schwab  testify,  and  I  have  heard 
this  testified  to,  because  I  remember  when  the  testimony  came  up — 
somewhat  reversing  the  process  tliat  I  am  going  through  this  morn- 
ing— I  said :  "We  have  been  told  that  the  guarding  of  secrets  "  f that 
is,  the  guarding  of  costs  of  production)  "  is  a  very  vital  matter." 

I  think,  perhaps,  you  will  find  in  Herbert  Knox  Smith's  evidence 
that  he  testifies  to  the  statements  made  to  him.  It  may  be  in  his  evi- 
dence. I  certainly  have  had  a  very  strong  impression  that  a  very 
large  number  of  men  in  this  country  knew  each  other's  costs  of  pro- 
duction. 

Mr.  Farrell.  The  only  way  they  could  learn  that  would  be  where 
one  employee  would  leave  a  concern  and  go  to  another. 

Mr.  Gardner.  But  I  mean  by  deliberate  interchange  of  knowledge. 

Mr.  Farrell.  No. 

Mr.  Gardner.  I  do  not  mean  surreptitiously  acquired  knowledge. 
I  mean  a  voluntary  interchange  of  knowledge.  You  say  that  does 
not  exist? 

Mr.  Farrell.  It  does  not  exist.  There  is  no  deliberate  interchange 
of  information. 

The  Chairman.  What  is  the  page  of  that  testimony? 

Mr.  Reed.  Where  he  refers  to  the  price  of  his  ore?    Page  1349. 

Mr.  Young.  I  remember  when  Mr.  Schwab  was  asked  the  price  he 
paid  for  the  ore  he  had  imported  from  Sweden  his  reply  was  that 
there  were  many  people  in  the  United  States  that  would  like  to  know. 
•And  the  matter  dropped  there  and  was  not  pressed. 

The  Chairman.  I  will  have  Mr.  Schwab's  testimony  here  in  a 
moment.  My  recollection  is  that  he  said  here  and  abroad  they  took 
each  other  into  their  confidence  implicitly  as  to  every  detail  of  the 
cost  of  production;  that  that  was  customary  among  manufacturers 
in  this  country,  and  that  the  foreigners  knew,  within  a  few  cents, 
or  within  a  trifling  amount,  just  what  it  cost  us  to  produce  pig  iron 
and  we  knew  what  it  cost  them,  and  there  was  no  way  to  conceal  it. 

Mr.  Farrell.  I  had  not  heard  that. 

Mr.  Gardner.  You  will  very  readily  see  what  would  be  working 
in  my  mind,  which  is  that  a  secret  shared  by  so  many  persons  is  no 
longer  a  secret  to  anyone  who  sets  about  findmg  it  out. 

Mr.  Farrell.  That  is  correct 

Mr.  Gardner.  This  seems  to  be  a  question  of  what  the  facts  are. 
I  had  supposed  that  they  were 

Mr.  Farrell.  I  am  not  familiar  with  this  statement  that  has  beem 
made. 
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Mr.  Gardner.  You  are  certainly  the  first  witness  who  has  stated 
the  contrary  within  my  hearing.  I  was  not  here  when  Mr.  Schwab 
was  examined.  I  f act,  I  do  not  think  I  was  a  member  of  this  com- 
mittee, was  I,  Mr.  Chairman? 

The  Chairman.  Yes.    It  was  in  New  York. 

Mr.  Gardner.  Oh,  yes. 

I  wanted  to  elucidate  that  point  for  my  own  satisfaction.  That 
is  all. 

The  Chairman.  The  committee  will  take  a  recess  until  2.30. 

Mr.  Reed.  Just  a  moment,  Mr.  Chairman,  before  you  take  the 
recess. 

You  will  find  at  page  1277  the  statement  by  Mr.  Schwab  as  to  the 
disclosure  of  costs  by  manufacturers  to  one  another.' 

Whereupon,  at  1.10  o'clock,  p.  m.,  a  recess  was  taken  until  2.30 
o'clock  p.  m. 

AFTER  recess. 

At  the  expiration  of  the  recess  the  committee  resumed  its  session. 

STATEMENT  OF  MB.  J.  A.  FABEELL— Besumed. 

The  Chairman.  Mr.  Farrell,  while  Mr.  Schwab  was  on  the  stand 
I  discussed  with  him  the  propriety  of  this  perfect,  open  revelation 
of  one  company  to  another  or  the  intricacies  of  its  business.  I  said 
to  him,  in  speaking,  of  his  initiating  this  golden-rule  proposition  of 
having  all  the  companies  meet  and  confer  with  one  another: 

The  Chairman.  You  proposed  that  the  various  independent  companies  should 
compare  their  cost? 

Mr.  Schwab.  Yes,  sir. 

The  Chairman.  Did  you  propose  that  each  one  of  those  companies  should 
give  to  each  of  the  other  companies  an  itemized,  accurate,  and  detailed  state- 
ment of  the  cost  of  the  production  of  its  articles? 

Mr.  Schwab.  I  did. 

The  Chairman.  Let  me  understand  you,  then,  a  little  more  definitely. 

Mr.  ScHW.\B.  Yes,  sir. 

The  Chairman.  Do  you  mean  tO  say  that  one  concern  should  pive  to  its 
competitors  the  cost  of  mining  its  ore,  the  actual  cost  of  its  transportation,  the 
actual  cost  of  the  mining  of  its  coal,  of  the  making  of  that  coal  into  coke,  of 
the  transportation  of  the  coke  to  the  oven,  the  cost  of  procuring  its  limestone, 
and  the  formulas  by  which  these  various  constituents  were  mixed  in  the  blast 
furnace,  the  patents,  and  all  the  details  of  operation  by  which  the  four  or  five 
tons  of  material,  mixed  by  the  most  skillful  chemists,  should  be  made  into  a 
Um  of  pig  iron,  and  would  give  them  all  those  valuable  trade  secrets  when  they 
were  in  competition? 

Mr.  Schwab.  I  did;  absolutely. 

The  Chairman.  Do  you  believe  that  they  could  do  that  in  this  country 
without  injury  to  each  other? 

Mr.  Schwab.  Not  only  do  I  believe  they  could  do  It,  but  I  know  that  in  most 
•f  the  Instances  you  have  named  they  do  do  it. 

The  Chairman.  They  do  do  it? 

Mr.  Schwab.  Yes,  sir.    May  I  proceed? 

The  Chairman.  Yes,  sir. 

Mr.  Schwab.  The  British  Iron  and  Steel  Institute,  which  is  one  of  the  great 
•rganizations  of  the  world,  is  princitmlly  occupied  each  year  in  the  discussion 
of  the  very  problem  that  I  propose  in  a  technical  way.  I  propose  to  extend  it 
gtlU  further  and  to  compare  all  the  items  that  go  into  the  cost  of  making  a  ton 
of  pig  Iron — for  example,  at  the  various  Independent  plants  throughout  the 
United  States — because,  as  a  matter  of  fact,  the  technical  questions  of  which 
you  speak,  like  transportation,  the  cost  of  mining  ore,  the  making  of  coke,  and 
similar  things,  are  already  well  known  by  all  of  them. 
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Tbe  CuAiBMAN.  Now,  Mr.  Schwab,  if  yon  will  permit  another  interruption, 
suppose  this  committee  should  ask  you  to  furnish  to  us  a  cost  sheet  showUig 
the  operation  of  one  of  your  great  blast  furnaces,  the  constituent  elements  of 
Iron  that  go  Into  it,  the  actual  cost  of  every  detail,  of  mining,  transportation, 
and  smelting,  from  the  time  that  the  first  raw  material  was  taken  from  the 
bowels  of  the  earth  until  the  slag  was  in  one  place  and  the  ore  in  another,  would 
you  be  willing  to  furnish  such  information? 

Mr.  Schwab.  Quite  so;  not  only  willing,  but  we  do  do  It 

We  have  been  advised  here  by  witness  after  witness,  before  any  of 
these  demands  were  made,  that  under  this  golden  rule,  as  Judge  Gary 
says,  applying  so  generally,  when  you  meet  at  these  Qary  dinners 
and  other  places  you  discuss  freely  and  uniformly  the  intimate  details 
of  your  business  one  way  or  the  other. 

Your  statement  this  morning — I  am  not  questioning  it  at  all — ^is 
surprising,  in  view  of  the  condition  of  affairs  we  were  led  to  believe 
existed  t&ough  Judge  Gary  and  Mr.  Schwab  and  these  other  gentle- 
men who  have  told  us  that  that  cutthroat  competition  and  that 
policy  of  secrecy  and  withholding  from  one  anotner  the  details  of 
your  business  has  long  since  been  abandoned  as  a  barbarous  and  un- 
necessary precaution. 

Mr.  Reed.  Where  do  you  find  Judge  Gary's  testimony  on  that,  Mr. 
Chairman  ? ,  * 

The  Chairman.  In  what  he  testified  to  before  the  committee.  I 
am  quoting  him  generally. 

Mr.  Farrell.  Mr.  Chairman,  as  I  understand  it,  Mr.  Schwab  ex- 
pressed his  opinion  in  giving  that  testimony. 

The  Chairman.  Does  Mr.  Schwab  make  pig  iron? 

Mr.  Farrell..  Yes,  sir. 

The  Chairman.  And  steel  rails  I 

Mr.  Farrell.  Yes,  sir. 

The  Chairman.  And  plates? 

Mr.  Farrell.  No. 

The  Chairman.  Armor  plate? 

Mr.  Farrell.  Yes. 

The  Chairman.  Has  he  competition  in  Germany  in  the  making  of 
those  things,  and  in  other  parts  of  the  world? 

Mr.  Farrell.  Certainly. 

The  Chairman.  Suppose  he  should  furnish  us  with  this  detailed 
cost;  would  theyput  him  out  of  business? 

Mr.  Farrell.  Tnat  is  a  matter  for  Mr.  Schwab  to  say. 

The  Chairman.  Would  it  not  be  as  dangerous  to  him  as  it  would 
be  to  the  Steel  Corporation,  and  more  so,  because  it  is  a  smaller  con- 
cern and  more  easily  licked? 

Mr.  Farrell.  When  vou  asked  Mr.  Schwab  what  he  paid  for  the 
Swedish  ore,  did  he  tell  the  committee? 

The  Chairman.  I  asked  him  the  amount  that  he  imported,  and  he 
did  not  tell  the  committee. 

Mr.  Young.  You  asked  him  the  price  also. 

The  Chairman.  Yes. 

Mr.  Reed.  You  asked  him  the  price  also. 
^~^-31r.  Farrell.  Nobody  has  ever  been  able  to  find  out,  although  a 
good  many  people  in  the  industry  are  curious  to  know. 

The  Chairman.  I  understand  that  there  are  peculiar  reasons  for 
his  not  revealing  what  he  paid  for  Swedish  ore,  which  would  not 


UNITED  STATES  STEEL  CORPORATION.  2671 

prevaD  as  to  his  Cuban  ores  or  ores  in  this  country,  and  he  was  per- 
fectly frank  in  telline:  anything  about  the  Cuban  ores. 

Mr.  Farreix.  Has  lie  stated  the  cost  of  the  Cuban  ores? 

The  Chairman.  I  do  not  recall  that  I  asked  him. 

Mr,  Farrell.  Nobody  has  ever  been  able  to  find  out. 

The  Chairman.  He  stated,  I  think^  the  prices  for  which  he  pur- 
chased ;  its  present  value. 

Mr.  Farrell.  He  has  not  testified  as  to  the  cost  of  the  Cuban  ore 
delivered  at  Bethlehem? 

The  Chairman.  I  do  not  recall.  He  expressed  his  willingness  to 
do  it.  But,  as  we  were  not  investigating  the  Bethlehem  Steel  Co.,  we 
did  not  go  into  the  details  of  that  matter,  and  I  really  did  not  ask 
him  for  any  cost  sheets,  because  we  were  not  authorized  to  enforce 
such  a  request,  and  I  did  not  care  to  make  the  request  unless  I  had 
thepower,  if  necessary,  to  insist  upon  it  afterwards. 

What  I  am  driving  at  now  is  this :  Mr.  Schwab,  being  a  practical 
steel  man,  as  I  understand,  expressing  this  willingness  to  take  the 
committee  into  his  confidence,  and  stating  it  as  a  well-known  fact 
that  they  did  take  each  other  into  their  confidence,  I  see  no  reason, 
if  the  steel  people  themselves,  the  manufacturers  themselves,  knew 
all  about  each  other's  business,  why  we  should  not  know. 

Mr.  Farrell.  As  I  understand  it,  he  testified  as  to  his  disposition 
to  furnish  the  information. 

The  Chairman.  And  he  testified  to  the  fact  that  these  concerns 
did  furnish  this  information  one  to  the  other. 

Mr.  Beed.  I  think  it  is  not  a  question  of  Mr.  Schwab's  disposition 
that  the  chairman  is  trying  to  get  at,  but  the  question  of  the  prac- 
tice of  the  steel  makers  of  the  country,  as  to  whether  or  not  they  do 
exchange  information  as  fully  as  that  would  indicate! 

Mr.  Farrell.  I  am  acquainted  with  practically  every  steel  manu- 
facturer in  this  country  and,  I  might  say,  abroad.  1  have  never 
heard  one  manufacturer  indicate  his  cost  of  production  to  another, 
because  that  is  the  essence  of  his  business;  it  is  the  foundation  upon 
which  his  business  succeeds  or  fails. 

Mr.  Beall.  What  are  the  confidences  that  these  steel  manufac- 
turers exchange  one  with  another  at  the  frequent  meetings  that  they 
have? 

Mr.  Farrell.  There  are  a  good  many  matters  discussed ;  for  exam- 
ple, processes. 

Mr.  Beaix.  If  one  steel  manufacturer  has  a  superior  kind  of 
procesSj  would  he  not  feel  some  hesitancy  about  revealing  that  to  his 
competitors?  Would  not  that  be  one  of  the  elements  that  would 
give  him  advantage,  or  primacy,  or  dominancy  in  the  steel  market? 

Mr.  Farrell.  It  woulci  naturally  seem  so;  but  if  an  inventor,  or  a 
man  who  claimed  to  be  an  inventor,  came  to  us  and  stated  that  he 
Lad  some  process  for  recovering  benzol  or  some  coal-tar  product 
from  the  coal  in  the  production  of  coke,  we  would  naturally  make 
inquiry  as  to  whether  or  not  his  claims  were  correct.  He  might 
say,  for  example :  "  Krupps  ,use  this."  "  Cockerills  in  Belgium  use 
it.''  A  great  deal  of  the  time  of  these  meetings  and  conventions  has 
been  taken  up  in  discussing  matters  of  that  kind,  as  well  as  welfare 
work  in  the  mills. 

Mr.  Beall.  We  have  heard  something  about  an  institution  here 
called  the  Gary  dinners. 
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Mr.  Fabbell.  Yes. 

Mr.  Beall.  I  think  the  record  shows  you  had  the  pleasure  of 
attending  some  of  them? 

Mr.  Fabrell.  Most  of  them. 

Mr.  Beall.  At  the  dinner  of  January  11,  1911,  which  occurred,  I 
think,  just  after  you  were  elevated  to  the  presidency  of  the  Steel 
Corporation 

Mr.  Fabrell.  The  same  day. 

Mr.  Beall  (continuing).  Mr.  Gary  said: 

Is  It  any  wonder  that  such  as  I,  coming  a  few  years  ago  from  another  pro- 
fession— shaving  spent  his  time  in  other  lines  of  activity — coming  into  thii 
business  without  knowledge  of  the  business  or  acquainted  with  those  con- 
nected with  it,  groping  along  in  more  or  less  uncertain  paths,  but  eventually 
reaching  the  position  which  we  have  reached  in  our  travels,  so  that  we  can 
have  and  do  have  absolute  confidence  in  one  another — willing  to  lay  our  business 
down  upon  the  table  for  the  inspection  of  our  neighbors — 

What  do  you  imderstand  that  to  mean  ? 

Mr.  Fabrell.  I  do  not  understand  that  had  any  reference  to  ex- 
changing the  cost  of  production  as  between  one  manufacturer  and 
another. 

Mr.  Beall.  What  did  you  understand  it  to  mean  ? 

Mr.  Fabrell.  The  steel  industry,  like  many  other  industries,  has 
suffered  from  what  might  be  termed  the  commercial  turpitude  of 
buyers.  A  man  might  oe  erecting  a  building,  and  he  mignt  say  to 
one  of  our  people :  "  The  Bethlehem  Steel  Co.  is  willing  to  furnish 
this  material  for  $36  a  ton." 

And  we  might  know,  perhaps,  that  the  Bethlehem  Steel  Co.  could 
not  do  it  for  the  price — at  least,  we  would  not  suppose  they  could, 
because  our  cost  might  be  $42. 

There  is  a  great  deal  of  distortion  going  on  all  the  time  by  people 
who  are  buymg  our  materials  as  to  what  the  other  man  can  sell 
him  materials  lor,  whereas  the  costs  are  pretty  well  determined. 

Mr.  Beall.  Do  I  understand,  then,  that  one  of  the  main  purposes 
of  the  Gary  dinners  was  to  afford  an  opportunity  for  these  gentle-, 
men  engaged  in  the  steel  business  to  meet  together  in  order  that 
they  might  dispel  and  dissipate  these  erroneous  statements  that 
might  get  into  circulation? 

Mr.  Farrell.  No.  But  the  result  of  those  dinners  was  that  the 
people  in  the  industry  became  better  acquainted.  It  was  a  matter 
of  knowledge  that  many  of  the  steel  manufacturers  of  this  country 
scarcely  knew  each  other. 

Mr.  Beall.  Was  it,  then,  that  they  might  become  better  acquainted 

Sjrsonally  with  each  other?    Was  that  the  main  purpose  of  the 
aiT  dinners? 

Mr.  Farrell.  Principally;  and  also  to  discuss  metallurgical  mat- 
ters. 
Mr.  Beall.  Let  me  read  you  another  little  paragraph. 
Judge  Gary  again,  on  page  9,  of  the  January  11  dinner  said : 

• 

Why  do  I  mention  these  things?  ♦  •  •  Because  at  this  particular  time 
I  am  anxious  that  no  man  around  this  table — no  one  connected  with  this  busi- 
ness— shall  for  a  single  moment  forget  the  high  moral  obligation  he  is  under 
toward  his  neighbor;  because  If  It  was  the  last  word  I  could  have  the  privilege 
of  saying  to  you,  I  would  say,  with  all  my  might  and  with  all  the  empliasis 
that  I  could  find  words  to  express,  I  consider  it  of  the  highest  Importance  at 
this  particular  time  that  every  one  of  us  should  have  a  keen  and  abiding 
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■ease  of  tbe  personal  obligations  which  he  has  toward  all  others,  and  to  make 
no  mistake  of  running  the  risk  of  trespassing  within  the  domain  of  the  rights 
of  his  neighbor,  who  has  given  his  confidence  and  trust,  and  who  is  willing 
at  all  times  to  put  within  the  knowledge,  and  therefore  more  or  less  under 
the  charge  and  control  of  others,  the  very  direction  of  his  afl^airs. 

What  do  you  understand  that  to  mean? 

Mr.  Farreix.  I  do  not  know  tl\at  I  can  give  you  an  idea  as  to 
what 

Mr.  Bkall.  Is  it  not  a  fact  that  such  a  status  had  been  re^hed 
amon^  the  gentlemen  engaged  in  the  steel  industry  that  the  very 
direction  of  one  another's  anairs  was  placed  in  the  hands  of  oth^s? 

Mr.  Farreix.  I  do  not  understand  it  to  be  so.  I  never  understood 
it  to  be  so. 

Mr.  Beall.  Do  you  remember  hearing  this  speech  of  Judge  Gary's? 
Were  you  there  that  night? 

Mr.  Farrell.  Yes. 

Mr.  Bartlett.  You  followed  Judge  Gary  immediately,  did  you 
not,  in  a  speech  of  your  own? 

Mr.  Farrell.  I  did  not  make  a  reply  to  Judge  Gary. 

Mr.  Bartlett.  I  said  you  immediately  followed  him. 

Mr.  Farrell.  Pardon  me. 

Mr.  Beall.  Just  after  Mr.  Leishman  spoke,  then  Judge  Gary  read 
a  telegram  from  Mr.  Schwab,  and  the  succeeding  speaker  was  Mr. 
James  A.  Farrell  ? 

Mr.  Farrell.  Yes. 

Mr.  Beall.  Judge  Gary  is  talking  there  about  a  situation  that  had 
been  brought  about  among  manufacturers  that,  a  few  years  ago,  were 
extremely  hostile  to  each  other.  By  some  sort  of  alchemy  the  situa- 
tion had  been  so  changed  that,  as  Judge  Gary  expresses  it,  these  gen- 
tlemen were  willing  to  place  under  the  charge  and  control  of  others 
the  very  direction  of  their  affairs. 

Is  it  not  a  fact  that  one  of  the  main  points  considered  at  the  Gary 
dinners  was  a  question  of  price? 

Mr.  Farrell.  No,  sir. 

Mr.  Beall.  Is  it  not  a  fact  that  that  was  the  dominant  controlling 
thought. 

Mr.  Farrell.  No,  sir.  I  never  heard  prices  'mentioned  at  any  din- 
ner that  I  ever  attended. 

Mr.  Beall.  You  never  heard  prices  mentioned  ? 

Mr.  Farrell.  No,  sir. 

Mr.  Beall.  You  heard  Judge  Gary's  speech  ? 

Mr.  Farrell.  Yes. 

Mr.  Beall.  Let  us  see  if  he  said  anything  about  prices.  At  this 
dinner  he  makes  the  statement  that  some  of  his  friends  there  estimate 
^at  at  least  90  per  cent  of  the  iron  and  steel  of  this  country  is  rep- 
resented in  this  room.  • 

Mr.  Farrell.  You  might,  for  example,  get  90  per  cent  of  any  in- 
dustry together  at  a  dinner. 

Mr.  Beall.  On  page  7  of  his  public  speech  of  January  11,  1911, 
Judge  Gary  said : 

In  view  of  the  fact  tbat  we  have  no  right  legally  to  enter  into  any  arrange- 
meot  by  direct  or  indirect  means  which  enables  us  to  maintain  prices,  to  divide 
territory,  or  restrict  output,  or  in  any  way  to  Interfere  with  the  laws  of  trade, 
or  to  stifle  competition;  In  view  of  the  fact  that  we  can  not  legally,  directly  or 
tndirectly,  do  anything  which  may  be  construed  to  be  in  restraint  of  trade. 
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and  therefore  are  relegated  to  the  one  position  of  treating  each  other  on  the 
basis  of  fair,  just,  and  equitable  treatment,  it  b^ooves  us  to  use  the  greatest 
care  in  the  exercise  of  our  rights  and  in  the  transaction  of  our  business  so 
as  to  make  it  absolutely  certain  that,  day  by  day  and  with  reference  to  every 
transaction,  we  are  certain  to  recognize  the  rights  of  our  competitors,  our 
friends,  and  the  obllgntions  which  we  aro  under  toward  them. 

I  say  in  this  presence,  to  men  who  know  by  long  experience — men  who  know 
to  a  demonstration  that  what  I  speak  {s  trtie  and  logical — that  we  have  some- 
thing better  to  guide  and  control  us  in  our  business  methods  than  a  contract 
whiph- depends  upon  written  or  verbal  promises  with  a  penalty  attached.  We 
as  men,  as  gentlemen,  as  friends,  as  neighbors,  having  been  in  close  communi- 
cation and  contact  during  the  last  few  years,  have  reached  a  point  where  we 
entertain  for  one  another  respect  and  affectionate  regard.  We  liave  reached  a 
position  so  high  in  our  lines  of  activity  tliat  we  are  bound  to  protect  one 
another;  and  when  a  man  reaches  a  position  where  his  honor  is  at  stake, 
whore  even  more  than  life  itself  is  concerned,  where  he  can  not  act  or  fail  to 
act  except  with  a  distinct  and  clear  understanding  that  his  honor  Is  involved, 
then  he  has  reached  a  position  that  is  more  binding  on  him  than  any  written 
or  verbal  contract. 

Coming  to  page  10,  after  he  delivered  this  beautiful  dissertation 
upon  the  mutual  obligations  existing  between  gentlemen  engaged 
in  business,  he  says: 

At  the  present  time  the  question  of  maintaining  or  changing  the  prices  of 
commodities  in  which  we  deal  is  uppermost  in  our  minds. 

This  is  the  dinner  of  January  11,  1911. 

That  question,  you  say,  you  never  heard  discussed  at  one  of  the 
Gary  dinners;  you  never  heard  mentioned.  Judge  Gary  himself,  in 
his  introductory  speech,  says  that  that  one  question  is  the  question 
that  is  uppermost  in  the  minds  of  the  gentlemen  there.    He  said: 

At  the  present  time  the  question  of  maintaining  or  changing  the  prices  of 
commodities  in  which  we  deal  is  uppermost  in  our  minds,  because  we  read  and 
hear  about  this  question  every  day  and  almost  every  hour.  ^ 

Near  the  bottom  of  page  10  he  says : 

If  a  majority  of  you  shall  he  of  the  opinion  that  1  aw  making  a  mistake  in 
advocating  the  maintenance  of  prices,  you  will  have  no  difficulty  in  getting  me 

to  change  my  opinion. 

Was  it  submitted  to  a  vote? 

Mr.  Farrell.  No.  I  presume  that  he  refers  to  the  question  of  the 
stability  of  the  market.  There  was  never  any  discussion  as  to  prices, 
and  price  was  never  mentioned  on  anything. 

Mr.  Beall.  I  suppose  no  gentleman  came  out  and  mentioned  that 
it  would  be  $25.50  a  ton  on  some  particular  thing,  or  $28  and  so  on 
on  steel  rails,  or  $37.75  on  some  other  product ;  but,  throughout  the 
course  of  the  Gary  dinner  was  it  not  continually  hammered  into  the 
gentlemen  present  that  it  was  expected  of  them  that  there  would 
be  a  maintenance  of  prices? 

Mr.  Farrell.  I  did  not  so  understand  it,  sir. 

Mr.  Beall.  What  did  you  understand  by  this  statement  of  Judge 
Gary's? 

If  .1  mnjority  of  you  shall  be  of  the  opinion  that  I  am  making  n  mistake  in 
advocating  tlie  mninteunuce  of  prices,  yon  will  have  no  difficulty  in  getting  me 
to  change  my  opinion. 

Mr.  Farrell.  I  presume  that  he  had  in  mind  the  matter  of  the 
stability  of  the  market  rather  than  a  constant  fluctuation,  whi<Ji 
might  perhaps  affect  the 
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Mr.  BBAiiL.  If  the  questioif  of  price  was  not  considered  there,  do 
you  know  of  any  means  by  which  Judge  Gary  could  determine  the 
fact  whether  a  majority  of  the  gentlemen  present  agreed  or  disagreed 
with  hiib  as  to  the  question  of  maintaining  prices? 

Then,  again,  on  page  11,  he  said : 

Now,  my  opinion  la  tliat  It  would  be  a  mistake  to  reduce  prices  at  this  time. 

The  question  of  prices  was  considered  at  the  Gary  dinner. 
Mr.  Farbell.  I  remember  that  remark,  and  I  have  a  pretty  clear 
idea  as  to  his  reasons  for  making  that  statement. 
Mr.  Beall.  Coming  down  to  Mr.  Farrell,  now : 

I  understand  the  policy  of  the  corporation  to  be  to  cooperate  with  Its  com 
petltors  In  the  effort  to  maintain  fair  prices. 

Mr.  Fabbell.  That  is  correct. 

Mr.  Beall.  That  is  in  your  speech  ? 

Mr.  Fakrell.  I  still  hold  to  tnat  •pinion. 

Mr.  Beall.  That  it  is  the  policjr  of  the  corporation  to  cooperate 
with  its  competitors  to  maintain  fair  prices  t 

Mr.  Farrell.  I  had  one  thought  in  mind  always,  and  still  haVe  the 
same  thought. 

Mr.  Beall.  To  maintain  fair  prices? 

Mr.  Farrell.  I  had  one  thought  in  mind,  and  I  still  have  that 
thought,  and  always  will  continue  to  have  it,  that  cooperation  be- 
tween manufacturers  that  will  result  in  a  fair,  stable  price,  will 
enable  us  to  pay  our  workinmien  better  wages. 

Mr.  Beall.  Is  that  the  dominant  thought  of  the  United  States 
Steel  Corporation  in  seeking  to  maintain  fair  prices? 

Mr.  Farrell.  Absolutely.  You  will  perhaps  remember  that  in  1907, 
when  there  was  a  reduction  in  the  wages  made  by  all  of  the  independ- 
ent manufacturers  in  this  countrj^,  the  United  States  Steel  Corpora- 
tion did  not  reduce  the  wages  of  its  workmen.  The  result  was  that, 
after  several  months,  the  independent  manufacturers  found  that  they 
could  not  pay  a  lower  scale  of  wages  than  we  were  paying.  So,  conse- 
quently, they  brought  their  wages  up. 

There  is  no  doubt  in  my  mind  that  there  are  many  small  manufac- 
turers to*day  who  are  simply  taking  every  opportunity  to  reduce 
wages.  We  do  not  believe  in  reducing  wages.  We  want  to  pay  our 
men  all  that  we  can.  If  we  can  pay  them  more,  we  will  pay  them 
more ;  but  our  thoughts  are  not  on  reducing  wases. 

Mr.  Beall.  I  think  the  record  shows  that  for  the  year  1907  the 
profits  of  the  United  States  Steel  Corporation  were  about  $158,- 
000,000? 

Mr.  Farrell.  Possibly. 

Mr.  Beall.  How  much  of  an  increase  was  that  over  the  profits  of 
1906?     Can  you  tell? 

Mr.  Farrell.  Yes;  I  can  refer  to  that^  if  you  will  give  me  a 
moment. 

Mr.  Beall.  Was  it  a  substantial  increase? 

Mr.  Farrell.  In  profits? 

Mr.  Beall.  In  profits,  ves. 

Mr.  Farrell.  My  recollection  is  that  it  was. 

Mr.  Beall.  Was  there  any  increase  in  the  wages  of  the  working- 
men  as  the  result  of  that  increase  in  the  profits  in  1907  ? 
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Mr.  Farrell.  Yes;  an  increase  averaging  from  10  to  20  per  cent 

Mr.  Beall.  In  all  lines? 

Mr.  Farrell.  Practically ;  yes,  sir. 

Mr.  Beall.  Were  your  profits  in  1906  an  inci!^ase  over  the  profits 
of  1905  ? 

Mr.  Farrell.  I  think  they  were  very  close  together.  I  have  that 
information  here. 

The  wages  paid  in  1906  were  $147,765,540,  as  compared  to 
$128,052,955  in  1905.  The  average  received  by  each  man  was  $18 
a  year  more. 

Mr.  Beall.  What  was  the  average  received  by  each  man  ? 

Mr.  Farrell.  In  1906  ? 

Mr.  Be^ll.  Yes. 

Mr.  Farrell.  $729. 

Mr.  Beall.  In  making  that  calculation  did  you  count  in  the  salaries 
paid  to  all  the  officials  and  all  ^he  employees  of  the  United  States 
Steel  Corporation? 

Mr.  Farrell.  I  could  not  answer  that  question  definitely.  My 
impression  is  that  this  applies  to  the  wages  of  the  employees  of  all 
companies. 

Mr.  Beall.  And  of  all  classes? 

Mr.  Farrell.  I  am  not  sure  as  to  that. 

Mr.  Beall.  You  have  many  very  high-salaried  employees? 

Mr.  Farrell.  We  have  many  men  that  receive  pretty  fair  salaries. 
Among  them  are  men  who  would  receive  as  large  or  probably  more 
in  other  companies  in  the  same  line. 

Mr.  Beall.  That  may  be  true. 

Mr.  Farrell.  We  have  a  great  many  men  receiving  comparatively 
large  salaries  in  our  corporation  who  could  make  a  great  deal  more 
money  if  they  were  manufacturers  themselves.  There  are  plenty  of 
cases  like  that. 

Mr.  Beall.  But,  in  the  calculation,  if  you  consider  this  multitude 
of  men  who  receive  extremely  high  salaries,  and  you  still  get  an 
average  of  only  $720  a  year  per  employee,  that  indicates  that  you 
have  many  employees  who  receive  very  considerably  less  than  $720 
a  year? 

Mr.  Farrell.  I  think  that  ordinary  labor — some  people  call  it 
common  labor,  but  I  prefer  to  call  it  ordinary  labor,  because  there 
is  no  labor  that  is  common,  in  my  opinion — some  of  those  men  receive 
a  minimum,  I  think,  of  about  $1.75  a  day.  Those  are  men  who  are 
ordinary  laborers  around  the  mills;  men  such  as  you  would  employ 
yourselr  if  you  were  going  to  fix  up  your  garden,  or  something  of 
that  kind. 

Mr.  Beall.  How  many  hours  in  the  day  are  these  "men  required 
to  work? 

Mr.  Farrell.  It  depends.  I  presume  there  are  probably  20  per 
oent  of  our  men  who  are  present  m  the  works  12  hours  a  day. 

Mr.  Beall.  How  many  days  in  the  week? 

Mr.  Farrell.  At  the  present  time  most  of  the  men  work  six  days. 

There  has  been  a  great  deal  said  about  seven-day  labor,  but  seven- 
day  labor  has  been  practically  eliminated.  In  the  case  of  a  great 
many  of  our  men,  where  the  men  formerly  worked  seven  days  a  week, 
it  has  been  done  away  with  entirely. 

Mr.  Beall.  How  about  the  blast  furnaces? 
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Mr.  Farbell.  I  will  tell  jou.  I  am  glad  tou  asked  that  question. 
I  do  not  want  to  indulge  m  any  history  of  my  career,  but  having 
worked  in  the  mills  from  the  time  I  was  less  than  16  years  of  age, 
and  for  a  period  of  18  years  afterwards,  I  think  I  am  familiar  with 
the  conditions  in  steel  works  then  and  now. 

There  is  a  general  impression  that  men  work  12  hours  a  day  around 
the  blast  furnaces.  Oi^ course  it  is  a  metallurmcal  necessity  for  the 
men  to  be  there  for  two  periods  of  12  hours  each. 

I  have  just  returned  from  a  visit  to  our  mills  in  Cleveland,  Lorain, 
Youngstown,  and  Pittsburgh,  and  spent  a  good  deal  of  time  at  the 
mills.  The  men  around  the  blast  furnaces  actually  work  4  hours  a 
day.  They  are  present  there  for  12  hours.  The  furnace  is  tapped 
every  4  hours,  and  for  a  period  of  an  hour  they  are  working.  The 
rest  of  the  time  they  are  resting. 

When  I  commenced  in  the  business  we  rested  out  doors.  At  the 
present  time  they  rest  in  comfortable  quarters,  with  shower  baths 
and  conveniences,  and  opportunities  to  smoke  and  read  the  papers. 

We  have  agreat  many  men  thai  work  6^  or  8  hours  a  day;  skilled 
workmen.  We  are  doing  everything  we  possibly  can  to  eliminate  the 
seven-dav  work,  and  we  nav&  practically  accomplished  it. 

I  think  perhaps  we  can  do  it  better  ourselves  than  the  social  engi- 
neers who  are  discussing  the  question,  and  who,  probably,  do  not 
know  anything  about  the  conditions  that  exist  in  the  operation  of 
iron  and  steel  plants. 

Mr.  Beall.  Coming  back  to  this  question  of  the  Gary  dinner,  do 
you  know  Willis  L.  King? 

Mr.  Farrell^  Yes. 

Mr.  Beall.  On  page  21  of  this  report  of  the  dinner  of  January  11, 
Mr.  King  is  quoted  as  saying  this : 

I  tbink»  tberefore,  to  talk  of  reducing  the  prices  ought  not  to  be  considered 
for  a  moment. 

On  page  24,  Judge  Oary,  introducing  Mr.  Clarke,  said: 

One  other  thought.  I  agree  with  aU  that  has  been  said  by  Mr.  Topping:  and 
Mr.  Felton  and  others  concerning  Mr.  Farrell.  You  know  about  how  proud  I 
am  of  the  fact  that  he  Is  not  only  loyal,  but  that  be  is  enthusiastic  with  ref- 
erence to  this  policy  of  maintenance  of  higher  prices,  particularly  such  coopera- 
tion as  advances  the  interests  of  all  concerned, 

and  SO  forth. 

Then  Mr.  Clarke,  in  his  speech,  on  page  25,  says : 

While  I  think  it  is  well  to  coach  salesmen,  we  must  put  into  them  the  very 
■ame  spirit  I  think  we  all  have  here,  that  we  are  in  honor  bound  not  to  chailge 
oar  prices  without  letting  the  other  man  know  it,  because  then  the  salesman 
ImowB  that  he  has  an  answer  to  give  to  that  proposition. 

Then,  in  the  speech  of  C.  S.  Price,  on  page  26,  he  says : 

I  will  only  speak  of  the  business  situation  and  Indorse  the  fact  that  I  con- 
sider it  very  inopportune  at  this  time  to  make  any  change  in  prices. 

Further  down  he  says : 

I  want  to  say  Just  one  word  on  the  fact  that  I  presume  we  are  aU  con- 
fronted with  the  same  statement,  which  comes  to  me  almost  daily,  accusing 
one  or  the  other  at  some  one  point,  in  some  one  direction,  of  making  some  con- 
cession or  some  subterfuge  by  which  a  concession  is  made,  all  having  exactly 
the  same  effect  I  beUeve  that  it  is  not  true,  and  I  prefer  not  to  believe  it  I 
therefore  say  that  in  my  Indigent  we  should,  to  use  the  common  expression, 
*•  stand  pat" 
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Mr.  J.  O.  Butler,  at  page  41,  says: 

So  far  as  I  know,  there  is  not  any  disposition  on  tbe  part  of  any  makers  of 
pig  iron  to  lower  the  prices. 

So  with  other  gentlemen  who  spoke  at  this  Gary  dinner  on  Jan- 
uary 11,  1911. 

Now,  after  vou  have  heard  these  quotations  from  the  speeches 
of  Mr.  Gary,  from  your  own  speech,  and  from  the  speech  of  many 
other  of  these  gentlemen,  I  will  ask  you  again  if  the  one  uppermost, 
dominant  thought  at  the  Gary  dinners  was  not  to  bring  about  some 
condition  under  which  the  prices  of  steel  products  could  be  main- 
tained ? 

Mr.  Farrell.  I  desire  to  be  entirely^  frank  about  these  tilings.  I 
will  answer  that  by  saying  that  there  is  no  doubt  there  was  a  disposi- 
tion on  the  part  of  all  these  people  that  were  present  to  maintain  a 
stability  of  conditions  in  the  industry. 

Mr.  Beall.  Has  it  not  been  your  understanding  that  this  institu- 
tion of  the  Gary  dinner  had  its  origin  in  an  effort  to  bring  about  a 
condition  under  which  different  corporations  engaged  in  the  steel 
industry  could  cooperate  in  maintaining  prices  without  technically 
violating  the  antitrust  law? 

Mr.  Farrell.  No  ;  that  has  not  been  my  understanding. 

The  steel  industry  in  every  country  has  its  associations  and  it5 
frequent  gatherings  of  people,  sometimes  socially,  sometimes  for  the 
discussion  of  technical  suojects.  There  never  has  been  any  such 
institution  in  this  country,  and  Judge  Gary  undoubtedly  had  in  mind 
gathering  together  the  steel  manufacturers  of  this  coimtry  for  the 
purpose  of  having  them  become  better  acquainted  and  for  the  pur- 
pose of  discussing  matters  that  might  be  of  benefit  to  the  steel-manu- 
facturing business. 

Mr.  Beall.  It  has  had  the  effect  of  bringing  about  a  system  of 
cooperation  that  has  resulted  in  the  maintenance  of  prices,  and  prac- 
tically the  same  price,  between  different  manufacturers? 

Mr.  Farrell.  Of  course,  prices  are  very  low  at  the  present  time. 
I  do  not  Jmow  whether  they  are  low  by  reason  of  cooperation  or 
maintenance,  or  by  gravitation,  but  they  are  very  unsatisfactory. 

Mr.  Reed.  If  that  was  the  object  of  the  Gary  dinners,  they  must 
have  failed  verv  badly  last  May. 

Mr.  Beall.  What  is  that? 

Mr.  Reed.  If  the  maintenance  of  prices  was  the  object  of  the  Grary 
dinners,  they  failed  dismally  last  May. 

Mr.  Beall.  Is  it  not  a  fact  that  when  the  Republic  Iron  &  Steel 
Co.  announced  its  reduction  in  prices,  there  immediately  followed 
another  Gary  dinner? 

Mr.  Farrell.  It  may  have  been  a  coincidence. 

Mr.  Beall.  Do  you  not  remember  the  circumstance  that,  when  the 
Gary  dinner  ended,  Mr.  Gary  gave  out  to  the  papers  a  statement  that 
the  gentlemen  represented  at  that  dinner  would  meet  this  cut  in 
prices  that  had  been  inaugurated  by  the  Republic  Co.? 

Mr.  Farrell.  Do  you  know  the  reason  why  the  Republic  Iron  A 
Steel  Co.  made  the  reduction  ? 

Mr.  Beall.  No  ;  I  do  not. 

Mr.  Farrell.  Because,  in  my  opinion,  they  expected  to  accom- 
plish a  reduction  in  the  wages  of  their  workmen;  and  I  imagine 
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they  were  very  much  surprised  when  they  found  that  the  other 
manufacutrers  did  not  follow  that  idea. 

Mr.  Beall.  The  reduction  by  the  Republic  Co.  did  have  the  effect 
of  causing  a  like  reduction  with  all  the  other  steel  corporations  ? 

Mr.  Farreix.  Certainly.  The  smallest  manufacturer  in  this 
country  makes  the  market.  It  is  a  mistaken  idea  to  think  that  the 
United  States  Steel  Corporation  or  any  body  of  manufacturers  can 
control  a  market  or  control  a  price.  If  somebody  is  willing  to  sell 
bars  for  $1.15  a  hundred  pounds,  we  can  not  get  $1.25. 

Mr.  Beall.  That  was  one  Gary  dinner  that  the  representative  of 
the  Republic  Co.  was  not  invited  to? 
Mr.  Fabrell.  I  am  not  aware  of  that.    I  do  not  know. 
Mr.  Beall.  He  was  not  present? 

Mr.  Farsell.  That  may  be  possible.  He  may  not  have  been  there. 
The  Republic  Iron  &  Steel  Co.  have  apparently  since  been  advancing 
prices  of  their  own  volition. 

Mr.  Beall.  That  would  be  rather  the  normal  condition  of  affairs, 
would  it  not,  for  a  steel  corporation,  if  it  chose  to  advance  prices,  to 
do.  so  of  its  own  volition  ? 

Mr.  Farrell.  Yes;  but  the  point  I  desire  to  make  is  that  they 
found,  probably,  that  the  reduced  price  was  not  remunerative  and 
they  advanced  their  prices  again. 

Mr.  Young.  The  improvement  of  business  had  something  to  do 
with  it,  had  it  not  ?    ' 

Mr.  Farrell.  Of  course,  everybody 'attending  these  dinners  cer- 
tainly reserved  freedom  of  action  to  do  as  they  pleased.  I  think 
Judge  Gary  stated  that  many  times.  I  have  heard  him  say  so. 
There  has  never  been  any  obligation  on  the  part  of  anybody  attend- 
ing these  dinners  to  do  anything  binding. 
Mr.  Beall.  No  legal  obligation  ? 
Mr.  Farrell.  Or  technical  obligation? 

Mr.  Bartlett.  There  was  an  honorable  obligation,  was  there  not, 
according  to  Judge  Gary's  suggestion? 

Mr.  Farrell.  I  presume  there  is  such  a  thing  as  an  honorable 
obligation. 

>&.  Beall.  Was  not  the  burden  of  Judge  Gary's  speech  that  they 
were  in  honor  bound  and  that  the  obligation  was  more  binding  and 
effective  than  even  a  written  obligation  would  be? 

Mr.  Farrell,  the  other  day  Mr.  Carnegie  was  before  the  committee 
and  made  the  statement — I  can  not  turn  to  it  just  now,  but  I  mink 
I  can  quote  the  substance  of  it — that  from  his  knowledge  of  the  steel 
business  and  its  method  of  conduct  it  was  obvious — i  know  that  I 
am  using  the  right  word  there — it  was  obvious  that  in  some  way, 
somehow,  directly  or  indirectly,  openly  or  secretly,  in  some  way 
there  was  some  sort  of  combination  among  the  manufacturers  of 
steel  whereby  they  were  cooperating  and  maintaining  prices? 

Mr.  Farrell.  Mr.  Carnegie,  I  understand,  made  that  statement. 
I  think  I  saw  it  in  the  newspapers.  But  Mr.  Carnegie  has  not  been 
in  the  steel  business  for  a  good  many  years.  • 

You  gentlemen  of  the  committee  probably  were  surprised  at  the 
facility  with  which  he  gave  you  information  about  hisl)usiness. 

Mr.  Beall.  I  regret  very  much,  Mr.  Farrell,  that  in  this  state- 
ment you  are  dissipating  our  faith  in  Mr.  Carnegie,  because,  as  I 
recollect  it,  that  was  about  the  only  point  that  he  was  positive  about. 
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Mr.  Farbeix.  Yes;  something  he  knew  nothing  about.  Mr.  Car- 
negie is  a  wonderful  man  and  a  great  master  of  detaii. 

Mr.  Bartlett.  In  every  particular  a  wonderful  man  ? 

ifr.  Farrell.  I  will  not  specify. 

Mr.  Beall.  So  long  as  he  was  in  the  steel  business  there  were  com- 
binations of  all  kin£,  were  there  not? 

Mr.  Farrell.  I  am  not  in  a  position  to  intelligently  reply  to  that 
question. 

Mr.  Beall.  You  were  in  the  steel  business  at  that  time? 

Mr.  Farrell.  Oh,  yes. 

Mr.  Beall.  ^Mien  did  you  go  into  it? 

Mr.  Farrell.  In  1878. 

Mr.  Beall.  At  what  time  did  your  connection  with  it  assume  an 
official  capacity  of  any  kind? 

Mr.  Farbell.  About  1894. 

Mr.  Beall.  From  1894  up  to  the  time  of  the  formation  of  the 
United  States  Steel  Corporation  you  do  know  there  was  a  combina- 
tion in  almost  every  line  of  the  steel  industry? 

Mr.  Farrell.  No,  sir ;  I  must  say  that  I  do  not. 

Mr.  Beall.  What  company  were  you  connected  with  ? 

ilr.  Farrell.  I  was  in  the  wire  manufacturing  business.  I  was  not 
in  the  rail  business  or  the  pig-iron  business  or  the  manufacture  of 
steel  billets  or  plates  or  tne  commodities  made  by  the  Carnegie 
Steel  Co. 

Mr.  Beall.  Was  it  not  a  matter  of  general  knowledge  or  general 
information  among  those  engaged  in  the  steel  business  in  any  capacity 
that  these  pools  had  been  formed  among  the  different  manuiacturersf 

51r.  Farrell.  I  know  nothing  more  about  it  other  than  I  have  read 
in  the  proceedings  before  this  committee. 

Mr.  Beall.  The  testimony  here  shows,  Mr.  Farrell,  that  the  plate 
pool  and  many  of  these  other  pools  were  made  and  continued  in  op- 
eration until  about  1904.    Is  not  that  right? 

Mr.  Bartlett.  Yes. 

Mr.  Farrell.  You  had  that  testimony. 

Mr.  Beall.  That  the  purpose  of  these  pools,  of  course,  was  to 
maintain  prices. 

Since  1904  the  prices  have  been  maintained  somehow,  as  a  general 
rule. 

How  have  these  agreements  or  these  understandings  or  this  spirit 
of  c&operation  been  developed?    And  how  has  this  operated? 

Mr.  Farrell.  If  the  market  is  active  and  there  is  a  demand,  prices 
work  up  a  little. 

Mr.  Beall.  Since  1904  there  have  been  times  when  the  market 
was  extremely  active,  and  there  have  been  times  when  the  demand 
was  reduced  ? 

Mr.  Farrell.  Yes.    It  was  during  the  panic  of  1907. 

Mr.  Beall.  The  tide  has  ebbed  and  flowed? 

Mr.  Farrell.  Yes. 
^  Mr.  Beall.  And  vet  how  has  the  price  of  steel  rails  been  main- 
tained at  $28  a  ton  from  1904  up  to  1912  ? 

Mr.  Farrell.  The  price  of  steel  rails  is  too  low  at  the  present  time, 
considering  the  quality  of  material  we  are  obliged  to  fumiah  to  the 
railroads. 
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Mr.  Beaix.  From  1904 — I  repeat  Ihe  question — ^not^ithstandillc 
the  ebb  and  flow  of  this  demand,  we  have  had  good  business  and  baa 
business,  and  yet  in  some  way  the  price  of  steel  rails  has  been  main- 
tained at  $28  a  ton;  you  have  advanced  the  price  of  labor,  the  price 
of  many  other  things  has  increased,  the  .price  of  some  c<Hnmoaitiea 
may  have  decreased  some  time  during  this  .period,  but  it  strikes  us  as 
peculiar  that  during  all  this  interval  of  so  many  years  the  price  of 
steel  rails  by  your  company  and  by  your  competitors  has  been  main- 
tained and  fixed  and  uniform  at  a  rasis  of  $28  a  ton.  What  is  your 
explanation  of  that! 

Mr.  Fabbell.  If  the  Penn^lvania  Steel  Co.  desires  to  auote  $28  a 
ton  for  their  rails  there  is  no  good  reason  why  we  should  quote  $27 
a  ion  if  $28  was  the  market  price.  It  is  easy  enough  to  know  what 
the  price  of  rails 'is.  Any  railroad  manager  will  tell  you  what  tbe 
price  of  rails  is. 

Mr.  Beall.  You  have  had  equal  facilities  for  informing  yourself 
about  the  prices  of  other  things.  Why  has  there  not  been  the  same 
stability  in  regard  to  the  price  of  other  steel  products) 

It  is  a  fact  that  during  the  nineties  there  were  violent  fluctuations 
in  the  frice  of  steel  rails,  is  it  not) 

Mr.FARBEUi.  Yes. 

Mr.  Beauj.  They  went  down  to  an  extremely  low  price.  At  other 
times,  when  the  demand  was  very  great,  they  went  oeyond  the  $27 
a  ton  price. 

Mr.rARSELXu  Yes. 

Mr.  Beaijl.  But  soon  after  1800,  or  about  1900,  in  some  -waj  the 
price  of  this  product  was  fixed  at  $28  a  ton,  and  it  i^mained  there  for 
n  period  of  10  years? 

Mr.  Fabbell.  It  is  a  fact  that  the  price  of  rails  has  remained  at 
$28  a  ton,  but  it  has  never  been  fixed  in  the  sense  that  I  understood 
your  question  to  imply. 

Mr.  Beall.  Why  did  they  fluctuate  so  in  the  nineties? 

Mr.  Fabbell.  I  could  not  answer  that  question. 

Mr.  Bball.  What  influences  have  been  at  work  upon  steel  rails 
during  the  past  10  years  that  did  not  oporate  upon  tiie  industry  dar- 
ing the  DrecedinglO  years? 

Mr.  Fabbell.  The  matter  largely  resolves  itself  into  the  character 
of  the  specifications  that  the  mills  are  now  obliged  to  work  to.  I  have 
made  some  notes  on  the  rail  question  here,  if  I  might  read  them  ? 

Mr.  Beall.  I  sbaU  be  very  glad  to  have  it. 

Mr.  Fabbell.  The  public  demand^  and  rightly,  that  railroad 
transportation  shall  be  safe  and  that  rails  shall  not  break.  I  am  abso- 
lutely convinced  that  if  the  railroads  are  to  acccMnplish  this  they 
must  be  prepared  to  face  a  .greater  wear  of  steel  rails.  In  other 
words,  under  the  severe  and  onen  unknown  demands  of  modem  rail- 
road traffic  choice  must  be  made  between  safety  and  wearing  quality 
in  steel  rails. 

B^inning  about  1890,  the  railroads  of  the  United  States  began  to 
ask  mr  higher  carbon  in  steel  rails  in  order  to  secure  greater  wear; 
and  the  rail  makers  unwisely,  and  many  times  under  protest,  made 
the  quality  of  steel  demanded.  Gradually  the  specifications  called 
for  still  higher  carbop,  untQ  to-day  I  believe  the  steel  is  within  the 
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danger  zone  of  brittleness.    The  carbon  is  so  high  that  we  get  the 
brittle  rail. 

It  is  true  that  many  of  these  hard  rails  never  break,  but  the  liabil- 
ity to  breakage  is  much  greater  than  in  the  old-time  softer  steel ;  and 
the  influence  of  the  unavoidable  continsencies  of  manufacture,  such 
as  seams,  pipes,  and  segregation,  is  much  greater.  In  many  respects 
the  steel  is  more  doubtful,  more  dangerous,  and  more  treacherous. 
It  is  unquestionably,  in  my  judgment,  an  unsafe  grade  of  steel,  in 
view  of  the  severe  conditions  of  service. 

If  safety  is  to  be  the  first  consideration,  lower-carbon,  softer  steel 
would  seem  to  be  necessary.  With  such  steel  the  various  unavoidable 
defects  or  variations  of  commercial  rails  would  be  far  less  dangerous. 
Seams,  pipes,  and  segregations  would  all  be  less  dangerous.  Less 
likely,  also,  to  cause  breakage  would  be  the  cold  working  in  straight- 
ening, and  the  many  contingencies  of  track  and  rolling  stock  would 
be  less  likely  to  cause  breakage. 

The  breakage  of  rails  is  frequently  caused  by  improperly  ballasted 
track,  uneven  bearings  on  cars,  flat  wheels,  en^ne-ariving  wheels 
being  out  of  round  or  badlv  worn,  unbalanced  driving  whee&,  center 
of  gravity  of  engine  too  low,  slipping  of  engine  drivers,  and  pro- 
longed low  temperature. 

I  believe  I  am  correct  in  stating  that  harder  steel  is  used  in  rails 
in  the  United  States  than  in  any  other  country,  and  yet  our  wheel 
loads  and  train  loads  are  much  greater  than  those  on  foreign  roads. 

The  British  Board  of  Trade,  which  has  authority  in  such  matters 
in  Great  Britain,  would  consider  the  high  carbon  used  for  rails  in 
this  country  as  dangerous,  especially  as  our  phosphorus,  in  Be^^ner 
rails  at  least,  is  also  higher  than  theirs. 

When,  with  increased  weight  of  motive  power  and  rolling  stock, 
it  became  necessary  to  strengthen  bridges,  engineers  did  not  try  to 
do  so  by  using  a  harder  and  riigher  tensile  strength  steel.  They  in- 
creased the  amount  of  metal  of  me  kind  they  had  been  using,  because 
they  knew  they  must  have  a  safe  steel  and  a  large  factor  of  safety. 

At  the  present  time  we  are  rolling  some  rails  for  the  New  South 
Wales  Government,  for  which  they  are  paying  us  $100  per  ton,  not 
$28.  They  are  manganese  steel  rails,  to  be  used  on  curves  and 
grades. 

The  engineers  of  railways  should  not  endeavor  to  overcome  the 
increased  wear  of  rails  under  modern  conditions  by  usinjs;  a  rail  that 
is  so  high  in  carbon  that  it  is  likely  to  be  brittle,  x  ou  might  say  that 
a  soft  rail  would  wear  out  more  quickly.  The  old  soft  rails,  under 
the  conditions  of  their  day,  gave  very  satisfactory  wear,  and  it  is 
my  belief  that  that  wear  would  be  less  rapid  than  most  people  esti- 
mate ;  providing,  of  course,  the  section  of  rail  is  heavier.  Instead  of 
using  an  80-pound  rail  with  lower  carbon,  they  might  use  a  90-poimd 
rail — a  heavier  rail  which  would  give  more  actual  metal  to  be  worn 
away  before  the  rail  becomes  too  weak. 

In  my  opinion  the  proper  course  for  railroads  to  pursue  is  to  use 
a  heavier  rail  of  softer  steel,  making  safety  the  prime  object,  and 
getting  the  maximum  wear  tney  can  under  such  conditions. 

Mr.^ARTLETT.  Thcu  the  price  of  $28  a  ton  is  one  that  the  railroads 
have  fixed,  in  place  of  the  steel  manufacturers  t 
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Mr.  Fabbell.  Pardon  me;  at  the  present  time,  some  railroads — 
I  believe  the  Lehigh  Valley  Railroad,  for  instance— are  paying  $84 
to  $85  a  ton  for  rails. 

Mr.  BABTLErrr.  That  is  a  different  rail  from  the  $28  a  ton  rail,  is 
it  not?    It  is  a  better  rail? 

Mr.  Fabbell.  Yes. 

The  Chairman.  $28  is  the  minimum  price  for  the  standard  steel 
railf 

Mr.  Fabbell.  Steel  manuf  actmrers  to-day  are  druggists.  They  are 
dealing  with  prescriptions  from  the  railroad.  The  railroad  has  an 
idea  that  they  want  a  rail  made  of  a  certain  quality 

Mr.  Babtletf.  The  question  I  wanted  to  see  if  you  could  answer 
was  this:  The  price  of  $28  a  ton  was  a  price  which  had  been  fixed 
by  agreement  between  the  railroads  and  the  steel  manufacturers,  or 
who  nad  fixed  it  as  a  price?  You  seem  to  suggest  that  it  is  not  an 
adequate  price. 

Mr.  Fabbelu  I  want  to  say  that  there  has  been  no  fixing  of  the 

Erice  of  rails.    I  want  to  mak:e  it  clear,  so  that  it  probably  will  not 
e  necessary  to  ask  that  (question  frequently.    There  has  been  no 
arrangement  fixing  the  price  of  rails. 

The  Chaibmak.  I  fina,  on  May  25,  1908,  in  an  extract  from  the 
minutes  of  the  Carnegie  Steel  Co.,  Mr.  Corey  makes  the  statement : 

I  alao  obflerve  from  a  letter  of  one  of  our  agents  the  Tennessee  Coal  &  Iron 
Co.  are  ofTerlng  rails  in  the  South  at  $2  above  the  agreed  price. 

What  did  you  understand  by  the  "  agreed  price  t  *' 

Mr.  Fabbell.  I  do  not  know.  I  can  not  speak  for  Mr.  Corey.  I 
can  not  speak  for  those  minutes.  I  am  only  talking  of  my  own 
personal  miowledge  of  these  matters,  so  far  as  they  have  come  within 
my  purview,  or  my  jurisdiction,  or  my  knowledge. 

Mr.  Beed.  What  was  the  date  of  that,  Mr.  Chairman  ?  ^^ 

The  Chaibman.  May  25,  1908.     _  ^  ^^ 

Mr.  Babtlett.  Is  the  price  uniform  as  to  rails  in  this  country,  $28 
a  ton ;  and  does  that  same  price  apply  generally  to  orders  for  rails 
to  be  shipped  to  foreign  countries? 

Mr.  Fabbelu  No,  sir.    May  I  digress  for  a  moment! 

Mr.  Babtlett.  Yes.   Answer  me  m  any  way  you  please  about  that 

Mr.  Fabbell.  The  price  of  rails  in  England  is  $28.50  a  ton;  in 
Germany  it  is  $28.76-;  m  Belgium  it  is  $28.13 — ^that  is  the  equivalent 
of  £5  16s.;  in  France  it  is  $32.81— that  is  the  equivalent  of  170 
francs;  in  Russia  it  is  $35.46,  or  its  equivalent  in  roubles;  in  Italy 
it  is  155  lire,  which  would  be  $36.89 ;  and  in  Canada  it  is  $32  a  ton. 

The  price  of  rails  in  this  country  is  lower  than  the  price  of  rails 
in  any  country  in  the  world  producing  steel  rails. 

The  price  in  Canada  is  $32.^  Eailroads  having  lines  crossing  the 
bordcsr  pay  $28  here  for  steel  rails,  and  they  pay  $32  across  the  border. 

Kails  are  not  going  to  be  any  cheaper  if  the  railroads  continue  to 
exact  from  the  manufacturer  the  conditions  of  more  discard — for 
example,  producing  an  ingot  and  cutting  it  in  sections  and  throwing 
away  the  rest  of  it.  Of  course,  it  goes  hack  into  the  furnace  again, 
but  it  is  no  better  than  scrap. 

What  was  your  question.  Judge  Bartlettf 

Mr.  Babtlett.  Tasked  if  the  price  of  $28  a  ton  in  this  country  for 
rails  manuf actured  in  this  country  applied  generally  to  Uie  sale  of 
rails  for  use  in  foreign  countries. 
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Mr.  Fabrbll.  Ib  other  wmrds,  as  I  nndershiiid  it^  you  desire  to 
know  as  to  whether 

Mr.  Baktlbtt  (interposing).  I  desire  to  know  whelheri  when  you 
sell  rails  for  export)  they  are  sold  at  $38  a  ton  gefnerailyf  I  do  not 
mean  in  New  South  Wales,  but  generally. 

Mr.  Fabrell.  As  I  understand,  you  desire  to  know  whether  the 
consumer  of  rails  in  this  country 

Mr.  BARTLETr  (interposing).  I  desire  to  know  whether  the  prioe 
of  $28  per  ton  for  rails  applies  to  export  sales  as  well  as  for  the  Aome 
sales? 

Mr.  Farreix.  If  you  will  kindly  permit  me,  I  weuld  like  te  state 
the  question. 

Mr.  BAsnArr.  Is  the  imiform  price 

Mr.  FARiBiiL  (interposing).  I  would  like  to  state  the  quMdi^i  as 
I  understand  you  are  asking  it. 

As  I  understand^  you  desire  to  know  whether  the  priee  of  riiils  to 
the  consumer  in  this  coutitnr  is  more  than  the  cost  of  raals  to  a  Con- 
sumer in  a  foreign  country  f 

Mr.  BAstLBiT.  I  do  not  mean  the  cost,  but  (lie  price.  * 

Mr.  Farrell.  The  price ;  yes. 

I  would  like  to  give  you  the  average  pirioe  paid  ^  foreign  con- 
sumers for  rails  over  a  period  from  June  1, 1909,  to  May  81, 1911. 

Mr.  Young.  That  is,  rails  sold  by  the  Steel  Corporation  t 

Mr.  Farrell.  Yes;  rails  sold  by  the  Steel  Corporation 

Mr.  Gardner.  And  of  the  same  specifications! 

Mr.  Farrell.  The  ordinary  specifications. 

Mr.  Gardner.  ITie  $28-a-ton  specifications? 

Mr.  Farrell.  tf  you  so  term  it 

Mr.  Gardner.  I  mean  the  ordinary  specifications  which  go  into 
a  $28-a-ton  rail. 

Mr.  Reed.  The  kind  of  rail  you  can  buy  for  $28  a  ton  bete.  Is 
that  what  you  meant 

Mr.  Farrell.  Yes;  practically. 

Mr.  Gardner.  You  said  "practically.*^  Let  us  be  clear  in  our 
minds  about  this  now. 

Mr.  Farrell.  For  this  reason :  A  man  might  want  0.09  phosphor- 
ous.  Another  man  might  want  0.08^.  We  are  not  going  to  charse 
any  more  for  the  difference  in  the  pho^horous,  but  n  is  not  exactly 
flie  same  quality,  from  a  steel  maker's  point  of  view. 

Mr.  Ga^ni«  What  I  want,  and  I  supjpose  what  the  other  gentle- 
men  on  the  committee  want,  is  a  comparison  of  international  t>rioes 
on  rails  with  substantially  the  same  specifications  under  whi<m  tiie 
$28-a-ton  rails  are  sold  in  this  country. 

Mr.  Farrell.  Yes.  Will  you  bear  with  me  for  a  moment  until  I 
try  to  explain  my  interpretation  of  that  question  apiin  ? 

Mr.  Gardner.  If  you  will  restate  the  question ;  but,  as  you  did  re- 
state the  question,  it  was  not  clear  to  my  mind  that  you  were  compar- 
ing the  same  kind  of  rails. 

Mr.  Farrell.  I  desire  to  have  the  opportunity  to  state  it  again.  I 
would  like  to  answer  this  question,  if  1  am  permitted  to  state  it,  as  I 
underatand  it. 

As  I  understand  it,  you  say  that  the  price  of  rails  to  the  ccfnsiuner 
in  this  country  is  $28  a  ton  ? 

Mr.  Bartlett.  That  is  what  we  understand. 
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Mr.  Fabsell.  You  desire  to  know  whether  the  consumer  in  other 
countries  pays  more  or  less  thsn  that! 

Mr.  Bastlett.  Yes. 

Mr.  Young.  For  substantially  the  same  rails. 

Mr.  Farbell.  For  substantially  the  same  rails.  The  average  price 
per  ton  received  for  rails  sold  from  June  1, 1909,  to  May  31, 1911,  to 
consumers  in  foreign  countries — that  is,  the  laid-down  co^  to  them — 
was  $31.07  a  ton  lor  the  same  rail,  substantially,  as  we  sell  in  this 
country  at  $SS8  a  ton«   That  is  to  the  consumer  in  the  foreign  country. 

Mr.  JBabujett.  You  said  the  ^^  laid-down  "  price) 

Mr.  Farrell.  That  is  the  price  to  the  man  who  buys  it. 

Mr.  Babtx^stt.  What  is  the  price  at  the  factory  ? 

Mr.  Fabrell.  The  price  at  the  factory,  of  course,  is  less.  But  I 
understand  the  claim  has  been  made  that  the  foreigner  gets  his  mate- 
rial cheaper 

Mr.  Barclett.  My  question  is,  what  you  sold  steel  rails  to  for- 

Xers  for,  of  the  same  specifications,  api)roximately,  as  the  rails  for 
2h  you  charged  $28  a  ton  to  the  Asierican  consumers? 

Mr.  Farreli^.  I  am  going  to  tell  you  in  a  moment  what  we  re- 
ceived at  tile  mill. 

Mr.  Bartlbtt.  All  right ;  state  it  in  your  own  way,  so  far  as  I  am 
concerned. 

Mr.  Farwix*  I  want  to  state  that  the  man  in  foreign  countries  pay 
more  for  their  rails  than  does  the  American  consumer ;  and  the  sum 
total  of  all  these  shipments  over  a  period  of  18  months  shows  that 
we  receive  $81.07  for  these  rails — tiiat  is,  the  consumer  paid  that 
$31.07 — ^as  compared  with  $28  as  the  price  which  the  consumer  in  this 
country  paid.    Some  of  those  rails  were  sold  at  $33  a  ton,  delivered. 

Of  course  the  element  of  freight  enters  into  it.  If  we  have  to  ship 
material  18,000  miles,  we  pay  freight  to  carry  that  material  18,000 
miles.  Where  a  maker  in  Bussia  or  Austria  may  be  conti^ous,  per- 
haps, to  the  consumers  or  the  delivery  point  or  closer  to  it  than  we 
are,  he  might  pay  one-tlurd  of  the  freight  that  we  do;  but  if  we 
waBt  that  bnsineas  we  have  to  carry  the  rails  there. 

So  that  in  the  case  of  rails,  for  which  we  received  $33.12  per  ton, 
the  resultant  price  at  the  mill  was  $24.98,  because  we  paid  the  differ- 
ence between  $84.98  and  $33.12  to  get  them  to  the  consumer ;  we  paid 
the  freight,  but  the  consumer  pavs  the  delivered  price.  That  was  his 
factory,  f .  o.  b.,  not  considering  freight,  $24.98  ? 

Mr.  Bartlett.  For  rails  of  the  character  of  which  we  have  been 
talking,  the  American  user  of  steel  rails  pays  at  your  factory,  f.  o.  b., 
$28  a  torn.  For  the  same  character  of  rails  the  foreigner  pays  at  your 
factory,  f.  o.  b.,  not  coii^idering  freight,  $24.96? 

Mr.  Farrell.  He  does  not  buy  them  f .  o.  b.  our  factory.  He  buys 
them  cost,  insurance,  and  freight 

Mr.  BARTLFpr.  But  vou  make  the  cost  to  him  at  your  factory 
$24.98? 

Mr.  FarrsUh  That  is  the  resultant  price  to  us,  but  that  is  not  the 
cost  to  him. 

Mr.  BARTurrr.  The  price  to  him,  then,  is  $24.98  at  the  factory; 
that  would  be  theprice  to  him  if  he  jjays  the  freight  ? 

Mr.  Farrsu^.  We  could  not  sell  rails  f.  o.  b.  our  mill  to  a  man  in 
Moscow.  He  would  not  know  what  the  freight  was  from  Pittsburgh 
to  Baltimore  or  from  Baltimore  to  Odessa. 
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Mr.  Baktlbtt.  You  get  less  per  ton,  regardless  of  freight,  at  your 
factory  for  the  rails  sold  to  the  foreign  consumer  than  you  do  for 
rails  sold  to  the  home  consumer,  do  you  not  ? 

Mr.  Farreix.  The  resultant  price  to  us  on  foreign  rails  is 
$24.98 

Mr.  Bartlett.  And  to  the  home  consumer  it  is  what? 

Mr.  FarreiiL.  $28. 

Mr.  Bartlett.  Yes. 

Mr.  Farrell.  That  is  correct;  but  I  want  to  get  it  clear  that  the 
foreigner  does  not  buy  rails  as  cheaply  as  the  American  consumer 
does. 

Mr.  McGiLLicuDDY.  Is  there  a  profit  in  rails  at  $24.98  a  ton  f 

Mr.  Farrell.  There  is  a  small  profit 

Mr.  McGillicuddt.  So  much  so  that  you  engage  in  that  business 
and  solicit  the  foreign  trade? 

Mr.  Farrell.  For  the  reasons  that  I  have  stated  this  morning— — 

Mr.  McGillicuddt.  Whatever  the  reasons,  that  is  the  fact,  is  it? 

Mr.  Farrell.  If  you  are  going  to  state  the  question,  I  think  you 
should  allow  me  to  make  the  answer. 

Mr.  McGillicuddt.  I  am  perfectly  willing.  But  there  is  a  fact 
of  a  living  profit  on  rails  at  $24.98  a  ton? 

Mr.  Farrell.  I  would  not  call  it  a  living  profit. 

Mr.  Reed.  On  one  transaction.  Mr.  Farrell  is  not  giving  the  aver- 
age price  at  the  mill  on  these  foreign  orders.  He  has  not  come  to 
that. 

Mr.  McGillicuddt.  I  thought  he  was  giving  the  prices  on  these 
$28  steel  rails.    That  is  substantially  it,  is  it  not? 

Mr.  Farrell.  They  are  substantially  the  same. 

Mr.  McGillicuddt.  That  is  right? 

Mr.  Farrell.  That  is  substantially  correct. 

Mr.  McGillicuddt.  The  difference  to  the  consumer  is  the  increase 
in  freight,  but  you  make  a  profit  on  those  rails  at  $24.98  a  ton. 

Mr.  Gardner.  There  has  oeen  so  much  confusion  before  this  com- 
mittee and  the  Committee  on  Ways  and  Means  when  a  witness  has 
answered  the  question.  Can  you  make  a  profit  at  a  certain  price? 
Then,  afterwards,  when  that  is  quoted,  somebody  says,  "Oh,  but 
he  meant  a  profit  on  the  mere  factory  cost,'*  or  "  He  did  not  include 
overhead  charges." 

You  mean  that  you  can  make  a  profit  if  all  your  rail  making  were 
conducted  on  such  a  basis 

Mr.  Farrell.  No  ;  we  could  not. 

Mr.  Gardner.  Let  me,  for  the  sake  of  the  record,  state  my  question 
so  that  there  will  not  be  any  confusion  of  mind  in  the  discussion  in 
the  future. 

You  say  you  make  a  profit  on  rails  which  you  sell  at  $24.98  per 
ton  at  the  mill  f.  o.  b.  What  do  you  mean  by  profit;  a  profit  over 
what? 

Mr.  Farrell.  Of  course  our  profits  are  not  confined  to  individual 
transactions.  The  profit  is  the  average  return  received  for  the  pro- 
duction of  the  plant,  whether  it  is  10,000  tons  a  day  or  2,000  tons  a 
day. 

Mr.  Gardner.  Do  you  include  your  overhead  charges,  your  pro- 
portional share  in  your  overhead  charges,  in  saying  mat  you  make 
a  profit? 

Mr.  Farrell.  They  all  come  in  to  make  up  the  overhead  cost. 
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Mr.  Gabdneb.  And  that  is  all  calculated  when  you  say  that  you 
make  rails  at  a  profit  when  you  sell  them  for  $24.98  a  ton  t 

Mr.  Fabrell.  It  is  like  a  reservoir.  You  pour  all  this  business 
into  the  reservoir  and  you  get  a  level,  an  average  price. 

Mr.  Gaboneb.  That  is  to  say,  that  if  vour  whole  rail  business, 
that  is,  the  rail  business  of  the  same  specifications  as  your  $28-a-ton 
business,  was  made  up  and  sold  at  $24.98  a  ton,  insteaa  of  being  sold 
to  the  American  consumer  at  $28  a  ton,  then  there  would  be  a  profit 
to  you  in  it! 

Mr.  Fabbell.  It  would  not  be  an  attractive  business. 

Mr.  Gaboneb.  But  would  there  be  a  profit? 

Mr.  Fabbell.  There  is  a.  varying  profit  For  instance,  there  is 
less  profit  in  rails  sold  at  $24.98  a  ton  than  there  would  be  in  rails 
sold  at  $28  a  ton. 

Mr.  Gabdneb.  But,  taking  all  the  expenses  of  your  business — I  do 
not  say  that  the  profit  would  be  6  per  cent  on  the  investment,  or 
what  it  would  be— there  would  be  some  kind  of  a  profit,  good,  bad, 
or  indifferent,  if  your  whole  rail  business  were  conducted  at  the 
price  of  $24.98  in  lieu  of  the  price  of  $28  a  ton  t  That  is  what  I  am 
trying  to  get  at. 

"Mr.  Fabbell.^  There  would  be  a  profit,  but  we  could  not  expend 
six  or  seven  million  dollars  to  rehabilitate  plants  when  they  had 
reached  the  obsolete  period. 

Mr.  Gabdneb.  You  might  use  that  money  to  greater  advantage, 
of  course ;  but  what  I  want  to  get  at  is  whether  there  would  be  an 
actual  profit  over  expenditures! 

Mr.  Fabbell.  I'could  onlv  state  that,  in  a  general  way,  there  would 
be  a  moderate  profit  in  the  business.    I  could  not  state 

Mr.  Gaboneb«  That  is  what  I  want  to  get  at. 

The  Chaibman.  While  we  are  on  this  rail  question,  I  want  to  ask 
a  question  or  two. 

Were  you  connected  with  the  United  States  Steel  Products  Co.  on 
October  18, 1904! 

Mr.  Fabbell.  Yes,  sir. 

The  Chaibman.  At  what  price  were  you  then  selling  steel  rails 
c  i.  f.  Nuevo  Laredo,  Mexico? 

Mr.  Fabbell.  Is  this  in  1904 ! 

The  Chaibman.  Yes. 

I  read  a  letter  in  this  connection : 

UNrrED  States  Steex  Pbodtjctb  Export  Co., 

yew  York,  Octoler  18,  190J^. 
Febbo  Gabbh.  0e  Tamaulipas, 

Mr.  Jackson,  Preaident,  Vuevo  Laredo,  Mexico. 

Deab  Sib:  Following  our  advices  of  yesterday  with  reference  to  your  order 
for  IJSOO  tons  rails  70  section,  would  say  that  based  on  furnishing  Carnegie 
standard  specifications  that  we  have  option  of  shipping  6  per  cent  of  this  ton- 
na^  in  second-quality  rails  $25  per  gross  ton,  all  c.  i.  f.  Nuevo  I^aredo,  Mexicp, 
in  bond.  If  our  understanding  as  to  second-quality  rails  Is  not  entirely  correct, 
we  should  be  glad  to  have  your  prompt  advices  by  wire,  and  In  this  connection 
we  await  your  confirmation  instructions  as  to  section  and  rail  drilling. 

We  assume  that  you  are  sending  us,  with  confirmation  of  your  order,  full 
iiuilxiictions  as  to  name  of  party  at  border  who  will  attend  to  customs  for  your 
account  For  your  information  would  say  that  we  contemplate  routing  shipment 
via  Galveston  and  Laredo.  Mill  will  likely  ship  the  rails  by  November  1,  and 
we  would  therefore  be  glad  to  receive  from  you  by  telegraph  full  information  in 
line  with  our  several  letters  of  yesterday. 
Tours,  very  truly, 

UwiTED  States  Steel  Pboducts  Expobt  Co. 
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This  is  a  copy  of  a  letter  in  which  they  saiid  you  sold  rails  at  that 
time  at  $25  a  ton  delivered  in  llfexieo. 

Mr.  Fabkbll.  That  was  in  1904? 

The  Chaibmax.  October,  1904r. 

Mr.  Fabrsll.  I  remember  the  transaction.  The  gentlemen  who 
were  connected  with  that  transaction  were  Dick  Bros.  Co.,  bankers, 
in  Philadelphia,  and  another  concern,  bnilding  a  railroad  in  Texas, 
who  endeavored  to  buy  those  rails  for  export  under  a  subterfuge; 
and  when  they  found  they  had  difficulty  in  bringmg  them  back  across 
the  border,  by  reason  of  the  fbct  that  the  shipment  was  covered  for 
drawback,  they  got  angry  about  it.  If  they  had  told  us  that  they 
wanted  to  carry  those  rails  to  Mexico  and  tase  them  back  again  into 
Texas  we  would  have  endeavored  to  put  them  in  a  position  to  buy 
the  rails  for  Texas. 

The  Chairman.  Why  was  it  profitable  to  those  fellows  to  attonpt 
to  do  that?    How  far  was  it  from  Laredo  to  the  Mexican  border V 

Mr.  FABREikL.  Just  a  bridge  across  to  Nuevo  Laredo— 

The  Chaibbcan.  How  far  was  that  from  the  Texas  bord^? 

Mr.  Fabbell.  Across  the  Rio  Grande. 

The  Chaibman.  Why  was  it  so  profitable  for  them  to  lie  te  you 
about  it  ? 

Mr.  Fabbbx^l.  Simply  because  they  were  going  to  make  the  cKffer- 
ence  between  the  price  of  rails  in  this  country  and  fcnr  export. 

The  Chaibman.  Did  they  not  have  to  pay  the  freights 

Mr.  Fabbell.  Acrcoss  the  bridge  ? 

The  Chaibmak.  Did  they  not  have  to  ship  these  .rails  into  M^co 
and  then  bring  them  back  across  the  border  ? 

Mr.  Fabbell.  They  took  them  across  the  river. 

The  Chaibman.  That  is  what  I  am  driving  at.  Why  was  it  profit- 
able to  them  to  pay  freight  on  rails  into  Mexico  and  thenk  brhig  them 
back  across  the  border  into  the  United  States? 

Mr.  Fabbell.  My  own  impression  is  that  they  never  paid  any 
freight ;  that  they  made  an  arrangement  with  somebocl^  to  ^unt  the 
cam  back  over  the  bridge 

The  Chaibman.  Why  was  it  profitable  to  pretend  they  were  going 
to  pay  the  freight? 

Mr.  Fabrbll.  I  do  not  know 

The  Chaibman.  How  much  cheaper  was  it  for  them  to  shin  the 
rails  to  the  Mexican  side  and  then  back  across  the  Rio  Qrandet 

Mr.  Fabbbll.  We  sell  rails  for  export  at  lower  prices  than  we  do 
for  consumption  in  this  country;  and  they  endeavored  to  buy  these 
rails  for  shipment  to  Mexico  because  the  price  was  lower  fbr  Mexico 
than  it  was  for  the  United  States. 

The  Chairman.  Then  there  was  a  foreign  country  in  which  you 
w^e  sailing  rails  cheajier  than  you  were  selEng  them  to  this  oouatay  f 

Mr.  Fabbbll.  Certainly. 

The  Chairman.  How  much  cheaper? 

Mr.  Fabbell.  It  depends  on  conoitions. 

The  Chaibman.  They  quote  $35  a  ton.  Is  that  oorrect?  Did  you 
agree  to  sell  them  at  $25  a  ton? 

Mr.  Farrell.  They  were  second-quality  rails;  they  were  seconds. 

Mr.  Bbaix.  Only  5  per  cent  of  them  were  seconds. 

Mr.  FABREiiL.  Perhaps;  but  that  would  make  a  difEerenea^  because 
we  can  not  sell  second-quality  rails  to  the  railroads  in  this  country, 
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and  whenever  any  foreign  country  will  take  them  we  make  a  dis- 
count and 

The  Chairman.  What  was  that  rail  aelling  for  in  this  country? 

Mr.  Fabrbll.  The  second-quality  rail  ?    We  co«ld  not  sell  it. 

The  Chairman.  The  other  quality — the  95  per  oent^  What  were 
they  selling  for  in  this  oountry) 

Mr.  Farrell.  $28  a  ton. 

The  Chairman.  Thej  would  ba^e  made  just  $8  a  ton  hy  that  trans- 
action if  they  bad  managed  to  fool  youf 

Mr.  Farrell.  I  do  not  believe  I  would  have  indulged  in  the  prac- 
tice f  ov  the  sake  of  making  l^e  whole  cost  ol  the  rails  if  I  had  been 
in  their  positienu 

The  Chairman.  TJien  the  rails  were  to  be  delivered  in  Mraooo 

for  $as» 

Mr.  Farshjl.  I  understand  that  was  the  price  f.  o.  b.  at  ^'mill. 

Mr.  YouNa  What  does  *'  c.  i.  f  ;"  mean  * 

Mr.  Farrell.  Cost^  insurance,  and  freight ;  cost  at  the  works,  and 
the  insurance  and  freight  to  destination. 

But  they  endeavored  to  take  advantage  of  a  mistake.  Is  that  let- 
ter signed  by  a  man  named  Corbettt 

Mr.  BEyiJLL.  It  is  not  fflgned  in  any  naaie. 

Mr.  Farrell.  That  is  a  cop^,  I  presume. 

Mr.  Bball.  It  is  signed  ^^  United  States  Sted  Products  Export  Co." 

Mr.  Farrell.  Is  it  a  copy  of  a  letter  yon  received  t 

Mr.  Baudlbtt.  It  is  a  copy  of  a  ktter  the^  sent 

Mr.  Farisll.  I  am  very  familiar  with  this  transaction^  beeause  it 
was  a  rather  peculiar  circumstance. 

In  the  first  place,  the  man  that  made  the  quotation  made  a  mistake 
in  quoting  the  price  •*  o.  i  f."  instead  of  "  f.  o.  b."  Then^  in  the  sec- 
ond place,  these  people  bought  the  rails  under  a  subt^fufie,  if  I 
may  use  that  term,  for  use  in  Mexico,  and  hauled  them  back  across 
the  Rio  Grande  to  the  Teoias  side. 

Mr.  B&ALL.  I  understand  those  rails  were  really  desigiied  to  be 
used  in  Texas.    That  was  the  purpose  f 

Mr.  Farrell.  Apparently  that  is  eooreet. 

Mr.  Bealt..  If  they  had  made  known  tiiat  purpose  to  you  you 
would  have  charged  them  $28  a  ton  f .  o.  b.  the  ftictory  ? 

Mr.  FARREUi.  Our  ez^rt  con^anv  had  nothing  to  do  with  the  do- 
mestie  business,  but  I  will  assume  that  the  domestic  compaay  would 
have  made  that  price. 

Mr.  Reed.  Except  for  the  seconds? 

Mr.  Farrell.  Except  for  the  seconds^  of  course. 

Mr.  Beall.  If  they  were  sold  under  this  letter  they  would  have 
been  delivered  on  the  Mexican  side,  freight  paid,  for  $25  a  ton  ?  And 
I  believe  you  state  that  the  agent,  you  think,  ma!de  a  mistake  in  that? 

Mbr.  Farrmx.  He  did.  I  remember  this  transaction  distinctly,  even 
to  the  extent  of  the  names  of  the  people  who  indulged  in  the  transac- 
tion, and  also  the  gentlemen  who  sent  you  the  letter.  I  can  no  doubt 
tell  you  the  name  of  the  man  who  sent  you  this  letter,  because  he  has 
endeavored  to  to  make  a  lot  of  trouble  over  this  matter.  It  has  been 
befcK^  tlie  Ways  and  Means  CcMnmittee,  I  think,  and  he  has  had  it 
up  with  Senator  Bacon.    It  has  been  a  perennial  proposition. 

Mr.  Bartlbtt.  The  man  that  had  the  matter  up  with  Senator 
Bacon  was  Mr.  Raoul. 
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Mr.  Farrell.  Gkston  BaouL 

The  Chairman.  You  are  guessing  wrong. 

Mr.  Bartlett.  I  knew  him  very  well. 

Mr.  Farrell.  I  can,  no  doubt,  ^ve  you  the  name  of  the  gentleman 
who  sent  you  this  letter,  Mr.  Chairman. 

The  Chairman.  Very  well ;  you  can  ^ve  it  to  me  now. 

Mr.  Farrelu  No.    I  want  to  be  certain  first. 

Mr.  Beall.  What  was  the  freight  per  ton  at  that  time  on  rails 
from  some  plant  of  the  United  States  Steel  Corporation  over  to  the 
Mexican  side? 

Mr.  Farrell.  $8.05  a  ton.  That  was  $1.46  from  Pittsbuigh  to  Bal- 
timore, and  $1.60  freight  from  Baltimore  to  Galveston  by  sailing 
vessel. 

Mr.  Beall.  What  about  the  freight  from  Galveston  to  Laredo! 

Mr.  Farrell.  I  could  not  answer,  offhand,  what  that  rate  is. 

Mr.  Beall.  Probably  as  much  as  the  freight  from  the  mill  to  Gal- 
veston. 

Mr.  Farrell.  It^might  be. 

Mr.  Beall.  So  a  contract  made  under  this  letter  would  have  sold 
the  rails  at  a  cost  of  about  $20  at  the  factory  t 

Mr.  Farrell.  You  understand  that  tiiis  is  a  mistake  that  we  are 
talking  about? 

Mr.  Beall.  I  understand  that  you  claim  it  was  intended  to  be 
f.  o.  b.,  while  the  letter  says  '^  c.  i.  f."  But  if  the  rails  had  been 
bou^t  under  this  letter — ^under  the  contract  described  in  the  letter — 
the  Steel  Corporation  would  have  received  something  like  about  $20 
a  ton  for  the  rails? 

Mr.  Farrell.  If  the^  had  been  bought  at  that  price. 

Mr.  Beall.  While,  if  they  had  been  bought  for  use  on  the  Texas 
side  the  Steel  Corporation  would  have  received  $28  a  ton  ? 

Mr.  Farrell.  Possiblv. 

Mr.  Reed.  If  the  clerk  did  not  make  another  mistake. 

The  Chairman.  Do  you  know  George  Baker,  the  general  manager 
of  sales  of  the  Illinois  Steel  Co.  ? 

Mr.  Farrell.  I  am  acquainted  with  him;  yes. 

The  Chairman.  Is  he  a  reliable  and  capable  man  ? 

Mr.  Farrell.  Entirely  so. 

The  Chairman.  I  wish  to  read  you  a  letter,  signed  by  George 
Baker,  general  mana^r  of  sales,  Illinois  Steel  C^.,  addressed  to 
Mr.  G.  Jackson,  president  Ferro-Carril  de  Tamaulipas,  Nuevo  La- 
redo, Mexico^  reading  as  follows: 

Replying  to  your  favor  of  the  5th  Instant,  and  referring  to  subsequent  corre- 
spondence in  relation  to  1,000  to  1,600  tons  of  American  Society  65  or  70 
I)ound  rails  and  accessories,  we  are  pleased  to  submit  the  following  prices: 

First-quality  rails,  per  gross  ton $84.70 

Second-quality  rails,  per  gross  ton 83*70 

Angle  bars,  i)er  100  pounds 1.60 

Bolts  and  square  nuts,  per  100  pounds Z  3S 

Bolts  with  hex  nuts,  per  100  pounds 2. 70 

Spikes,  per  100  pounds 1.90 

All  f.  o.  b.  Laredo,  Tex. 

These  prices  contemplate  furnishing  either  30-foot  and  33-foot  lengths  wttb 
10  per  cent  of  shorts  and  5  i>er  cent  of  seconds,  and  we  could  rebate  the  price 
of  first-quality  rails  to  $26.75  per  gross  ton  and  of  the  second  quality  to  ^5.75 
l»er  gross  ton  delivered  as  above,  upon  receipt  of  evidence  that  the  material 
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has  been  shipped  iuto  Mexico.    We  would  arrange  for  shipment  about  Septem- 
ber 1,  as  per  your  message  of  the  5th  Instant. 
Trusting  you  may  be  able  to  favor  us  with  your  order,  we  remain, 
Yoursi,  truly, 

Geoboe  Bakes, 
Oenerai  Ma/nager  ot  Bales, 

Do  you  remember  that  trajisaction  ? 

Mr.  Fabrell.  No.  Of  course,  I  remember  the  method  of  quoting 
is  correct,  except  the  material  would  have  been  covered  for  a  draw- 
bade,  and  part  of  that  material  was  made  here.  Those  rails  would 
have  been  made  partly  from  imported  material,  on  which  we  would 
obtain  a  drawback:  and  in  order  to  collect  the  drawback  we  have 
to  have  evidence  or  export;  in  order  to  prove  our  claim  to  collect 
the  drawback  from  the  Government. 

The  Chairman.  But  if  you  had  sold  the  rails  they  would  have  cost 
$34.70  per  gross  ton,  and  with  evidence  of  export  the  price  would 
have  been  c&opped  down  to  $26.75  per  gross  ton  f 

Mr.  Farrbll.  Yes ;  we  are  giving  customers  the  benefit  of  the  draw- 
back that  we  would  have  ob^ineafrom  the  Government  on  the  ma* 
terial  imported. 

The  Chairman.  Did  you  import  any  ore  or  pig  iron? 

Mr.  Farrell.  It  was  ferrosilicon  and  ferromanganese. 

The  Chairman.  How  much? 

Mr.  FABBXiJi.  As  I  remember  the  quantity  of  ferromanganese  and 
ferrosilioon 

The  Chairman.  I  mean,  how  much  would  it  amount  to  on  those 
artides,  in  duty! 

Mr.  Hughes.  The  duty  on  the  material  was  $4  a  ton. 

The  Chairman.  $4  a  ton  on  the  f errosilicon  ? 

Mr.  Farreix.  On  the  ferrosilicon,  the  ferromanganese,  and  spie- 
geleisen.  At  that  time  it  was  $4  a  ton,  and  it  was  reduced  to  $2.60 
under  the  Payne- Aldrich  tariff. 

The  Chairman.  How  much  would  the  drawback  have  been  on  that  ? 

Mr.  Farbeix.  Mr.  Hughes  says  the  amount  recoverable  would 
have  been  35  cents  per  ton. 

The  Chairman.  Is  it  not  true  that  you  can  make  a  large  rail  at 
a  less  relative  cost  per  ton  than  a  small  one? 

Mr.  Fabbelu  It  is  not  We  are  rolling  small  rails  on  electrically 
driven  mills  that  are  to  a  large  extent  automatic  and  do  not  require 
tlie  attention  and  care  of  rolling  large  rails,  and  if  we  make  a  de- 
fective rail  in  a  large  section  we  are  throwing  away  a  larger  amount 
of  material  than  if  we  were  making  a  smaller  rail. 

The  Chairman.  What  you  throw  away  you  put  right  back  into  the 
furnace,  however? 

Mr.  Farrblu  Yes;  but  it  involves  some  cost 

The  Chairman.  Some  little. 

Mr.  Fabbxll.  Considerable. 

The  Chairman.  Does  it  not  take  about,  the  same  number  of  men 
to  roll  a  80-pound  rail  that  it  does  to  roll  a  100-pound  railf 

Mr.  Fabreix.  No;  a  man  might  lift  a  small  rail  to  better  ad- 
vantage. 

The  Chairman.  They  do  not  lift  them  from  the  time  your  bloom 
goes  into  the  rolls  until  the  rail  comes  out? 

Mr.  Farrell.  There  are  a  considerable  number  of  manipulations. 
It  has  to  be. 
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The  Chairman.  You  have  the  same  number  of  rolls  in  a  small 
rail  as  in  a  big  one? 

Mr.  Faskell.  Approximately ;  but  larger  pressures  in  the  case  of 
the  big  rail. 

The  Chaibman.  Do  you  mean  to  say  that  the  relative  costs  per  ton 
is  greater  in  making  a  lOO-pound  rail  than  it  is  in  making  a  80-peand 

Mr.  FARRXUi.  Yes.  Mr.  MacKae  will  get  all  that  information  wben 
he  gets  into  the  costs. 

Mr.  GARDNrai.  I  would  like  to  ask  the  witness  a  lew  questions. 

I  am  very  much  confused  in  my  own  mind  as  to  just  what  this  fS8 
a  ton  price  tor  steel  rails  means. 

In  me  first  place,  what  proportion,  roughly  speaking,  of  the  rails 
that  you  sell  for  domestic  consumption  are  sold  for  $28  a  ton? 

Mr.  Farrell.  What  proportion  of  them  ?  I  should  say  to-day  that 
not  more  than  half  of  the  rails  are  sold  for  $28  a  ton. 

Mr.  Gardner.  About  half  are  sold  for  $28  and  the  other  h&ll*  at 
other  prices? 

Mr.  Farrell.  I  think  some  railroads  pay  more  money.  For  ex- 
ample, the  Pennsylvania  Railroad  has  a  certain  specification  for  rails 
for  which  they  pay  $1.55  extra,  to  get  a  certain  chemistry.  And  they 
are  .now  formulating  another  specification,  and  we  have  been  unable 
to  determine  in  our  own  minds  as  to  what  the  actual  cost  of  making 
that  rail  is  going  to  be. 

Mr.  Gardner.  Supposing  the  Pennsylvania  Bailroad,  for  instance — 
do  they  send  you  their  specifications  and  say,  ^^  What  wiH  you  mi^ 
these  rails  for"? 

Mr.  Farrell.  The  first  inquiry  nowadays  is,  "  Can  you  make  rails 
to  these  specifications ''? 

Mr.  Gardner.  That  being  answered  in  the  affirmative,  what  is  liie 
next  question? 

Mr.  Farrell.  The  price. 

Mr.  Gardner.  And  when  you  give  them  the  price,  how  is  your  price 
calculated  ? 

Mr.  FARRmx.  I  must  confess  it  has  been  largely  an  estimate  for  the 
past  year  or  two,  because  nearly  all  of  these  specifications  diff^  in 
their  chemical  properties,  in  their  physical  tests,  the  amount  of  dis- 
card from  the  ing(yt,  and  the  general  testing. 

Mr.  Gardner.  And  these  new  specifications,  new  requirements,  cost 
more  money? 

Mr.  Farrell.  Yes. 

Mr.  Gardner.  When  you  are  starting  to  figure  out,  do  yen  t^re 
$28  for  ordinary  specifications,  and  then  sajr,  "  These  new  specifica- 
tions are  $1.55  additional,"  and  render  a  price  of  $29.55,  or  do  you 
figure  it  all  from  the  base? 

Mr.  Farreix.  We  commence  at  a  basis  of  1.25  cents  a  pound. 

Mr.  Gardner.  You  commence  at  a  price  of  1.25  cents  a  pound, 
figuring  out  $28  a  ton  ? 

Mr.  Farrell.  That  is  equivalent  to  $28  a  ton,  but  it  does  not  sound 
quite  so  large. 

Mr.  Gardner.  But  we  are  used  to  the  $28  term»  Call  it  1.85  cents  a 
pound.    You  begin  with  that  as  a  basis? 

Mr.  Farrell.  Yes. 
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Mr.  Gabdkkr.  How  do  yott  oalculate  the  additional  price  that  you 
are  to  chai^? 

Mr.  Farbell.  By  the  amount  of  alloys  that  w.e  may  have  to  use  in 
the  melt,  and  the  amount  of  discard  6x)m  the  ingot,  and  tfhe  amount 
of  inq^ectiob  necessary. 

Mr.  Gardner.  How  many  pounds  do  you  calculate  to  the  ton  ? 

Mr.  Favbbll.  In  rails? 

Mr.  Rbbd.  All  steel  is  calculated  on  gross  tons,  it  is  not? 

Mr.  Farreiij.  Not  all  steel  for  sale,l>ut  in  rails  2,240  pounds.  It 
has  been  so  for  years,  and  I  do  not  thmk  it  has  been  dianged. 

Mr.  Gardner.  2fiA0  pounds? 

Mr.  Farrell.  Yes. 

Mr.  Gardner.  And  1.25  cents  a  pound ;  that  figures  out  $28  a  ton. 

Mr.  Farreix.  But  we  do  not  think  of  rails  at  $28  a  ton.  We  think 
of  them  at  1.25  cents  a  pound. 

Mr.  Gardner.  You  think  of  them  at  1.25  <»nts  a  pound,  and  then 
you  proceed  to  add  on  whatever  extra  cost  may  be  involved  on  acoount 
of  the  different  specifications  ? 

Mr.  FarreUm  That  is  correct;  yes,  sir. 

Mr.  Gardner.  Supposing  that  the  basic  price  of  rails  was  to  drop 
to  $24  a  ton,  then  you  would  begin  all  over  again  on  a  basis  lower 
than  the  1.25  cents  a  pound,  would  you,  to  csJ€ulate  the  price  you 
were  to  diarge? 

Mr.  Fabrell.  That  would  naturally  follow. 

Mr.  Gardner.  That  is  what  I  am  trying  to  get  at.^  Whether  you 
calculated  Uie  thing  de  nevo  or  whether  you  began  with  the  $28  rate 
as  a  basis.    That  is  all  I  wanted  to  ask,  Mr.  Chairman. 

Mr.  Beall.  I  wish  to  ask  a  few  more  questions. 

I  understood  awhile  ago,  in  talking  with  Mr.  Stanley  about  that 
last  rail  matter,  where  the  difference  was  about  $7  or  $8  a  ton,  that 
you  stated  that  you  ^ve  your  customer  the  benefit  of  the  drawback 
provision  of  the  tariff? 

Mr.  Parrelu  Yes. 

Mr.  Beaix.  How  much  did  I  understand  you  then  to  say  that  jou 
ffot  back  in  the  way  of  a  drawbadk  upon  the  material  that  went  into 
mat  ton  of  rails  imported — ^about  S5  cents? 

Mr.  Farrell.  In  this  particular  case  we  lost  it.  We  were  unable 
to  collect  it. 

If  you  will  allow  Mr.  Hushes  to  make  the  statem^t  for  me  he 
can  t^  you  how  we  lost  the  drawback  on  those  rails. 

'Mx,  Beall.  I  really  do  not  think  it  is  material.  In  this  particular 
jase  you  lost  it,  but  when  you  sold  the  rails  you  intended  to  get  it 
back? 

Mr.  Farrell.  It  was  considered  in  the  j)rice ;  ye& 

Mr.  Beall.  It  was  considered  in  tlie  price? 

Mr.  Farrell.  Yes. 

Mr.  Beall.  Did  I  understand  you  to  say  that  that  amounted  to 
about  35  cents? 

Mr.  Farrelu  In  that  case ;  yes.    It  might  vary,  you  know. 

Mr.  Beall.  In  this  particular  case,  what  was  the  difference  in 
price,  about  $7  or  $8? 

Mr.  Bartlvit.  $6.27. 
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Mr.  Beauu  At  the  time  jou  made  that  price  you  expected  to  get 
that  85  cents  back  and  you  intended  to  give  your  customer  the  benefit 
of  it! 

Mr.  Fabrkix.  Yes. 

Mr.  Beall.  Giving  him  the  benefit  of  it,  you  got  a  difference,  still, 
of  about  $6 1 

Mr.  Fabsell.  I  have  not  analyzed  the  price.  I  understood  Mr. 
Staiile^  to  say  that  the  price  delivered  to  Muevo  Laredo  was  $ii  and 
something. 

Mr.  Beau..  First  quality,  $84.70. 

Mr.  Fabrell.  Does  it  state  what  the  freight  is  f 

Mr.  Beall  (reading) : 

We  could  rebate  the  price  of  first-quality  rails  to  $26.75  per  gross  ton,  and  of 
the  second  quality  to  $25.76  per  gross  ton,  delivered  as  above,  upon  receipt 
of  evidence  that  the  material  has  been  shipped  Into  Mexico. 

In  other  words,  to  deliver  it  to  Laredo  would  cost  $84.70? 

Mr.  Farrell.  Yes. 

Mr.  Beall.  But  to  deliver  to  New  Laredo — that  is,  just  across  the 
line — would  cost  $26.76.  which  would  be  a  difference  of  $7  and 
something— $7.95, 1  think  it  is? 

Mr.  Farrell.  You  are  talking  about  second-quality  rails  there? 

Mr.  Beall.  No;  that  is  in  regard  to  first-quality  rails.  It  is  the 
difference  between  $34.70  and  $26.75—1  think  it  is  $7.96,  and  the 
drawback  upon  the  imported  material  that  went  into  that  ton  of 
rails  would  be  35  cents,  about? 

Mr.  Farrell.  Yes. 

Mr.  Beall.  Making  still  a  difference  of  about  $7.60. 

This  morning  there  was  something  said  about  your  statistical 
bureau  that  you  had  organized  ? 

Mr.  Farrell.  Yes. 

Mr.  Beall.  I  would  suppose  that  that  was  organized  for  the 
purpose  of  gatherinjg  statistics  of  all  kinds  from  all  places,  sudi 
statistics  as  you  might  need  in  the  conduct  of  your  business? 

Mr.  Farrell.  For  our  own  informatioil. 

Mr.  Beall.  You  are  in  a  position  to  determine  pretty  accurately 
what  the  Bethlehem  Co.,  for  example,  or  some  of  these  other  com- 
peting companies,  can  manufacture  their  pig  iron  for  ? 

Mr.  Farrell.  No,  sir. 

Mr.  Beall.  Take  the  Republic  Iron  &  Steel  Co.  They  do  not 
import  their  material,  I  believe? 

Mr.  Farrell.  No  ;  I  think  not. 

Mr.  Beall.  Are  you  not  in  a  position  to  know  just  what  it  would 
cost  them  to  produce  a  ton  of  pig  iron  ? 

Mr.  Farrell.  I  have  not  the  remotest  idea. 

Mr.  Beall.  Your  statistical  department  is  in  possession  of  that 
information,  is  it  not? 

Mr.  Farrell.  The  statistical  department  is  not  concerned  with 
the  operation  of  other  companies.  They  are  concerned  entirely  with 
our  own  business,  and  the  statistics  that  I  referred  to  this  morn- 
ing were  the  Government  statistics,  which  were  received  from  the 
Department  of  Commerce  and  Labor. 

Mr.  Beall.^  Your  statistical  bureau  is  in  a  position  to  get  the 
necessary  statistics  for  determining  the  cost  of  a  ton  of  pig  iron  to 
the  Republic  Iron  &  Steel  Co.,  is  it  not  ? 
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Mr.  Fabrell.  I  do  not  know  what  might  happen  if  we  were  to 
ask  them  for  the  information. 

Mr.  BsALL.  I  do  not  mean  by  asking  them ;  but  are  you  not  famil- 
iar with  the  conditions  under  which  they  manufacture  their  steel 
products,  sufficiently  to  enable  you  to  determine  almost  exactly 
what  a  ton  of  pin  iron  would  cost  them  to  produce  ? 

Mr.  Fabrell.  No. 

Mr.  Bball.  You  know  where  they  get  their  ore,  or  at  least  you 
could  know? 

Mr.  Fabbell.  Yes;  we  could  probably  find  out 

Mr.  Bealu  If  it  were  a  matter  of  interest  to  you  to  find  out  what 
your  competitors  had  to  expend  in  order  to  produce  their  product, 
if  that  were  a  matter  of  concern  in  this  day  and  generation,  you 
could  find  it  out?  You  would  know  where  they  got  the  ore;  you 
would  know  what  it  cost;  you  could  ascertain  that,  could  you  not? 
You  could  find  out  how  far  they  would  have  to  transport  it? 

Mr,  Fabbell.  We  might  ask  them  for  that  information. 

Mr.  Beall.  I  do  not  mean  askinff  them  for  it.  You  are  in  a  posi- 
tion, without  asking  anything  of  them,  to  find  it  out,  are  you  not  ? 

Mr.  Fabbelu  I  am  sorry  to  say  we  are  not.    We  might  guess  at  it. 

Mr.  Beall.  You  would  know  where  they  got  their  ore  ? 

Mr.  Fabbell.  Yes. 

Mr.  Beall.  Representatives  of  the  steel  company  have  some  knowl- 
edge about  the  value  of  ore,  have  they  not  ? 

Mr.  Fabbell.  I  presume  so. 

Mr.  Beall.  You  could  ascertain  how  far  they  would  have  to  trans- 
port it? 

Mr.  Fabbell.  Yes. 

Mr.  Beall.  You  could  determine  the  amount  of  the  transporta- 
tion charges,  could  you  not? 

Mr.-  Fabbell.  Yes. 

Mr.  Beall.  You  could  find  out  how  far  they  would  have  to  trans- 
port their  coal  and  their  coke  and  limestone  and  every  other  product 
that  goes  into  the  production  of  a  ton  of  pig  iron  ?  All  that  infor- 
mation is  available  ?  If  it  were  a  matter  of  interest  to  ascertain  these 
things,  you  could  find  out  what  the  labor  cost  was,  and  all  that  ?  Is 
it  not  a  fact  that  the  representatives  of  the  Steel  Corporation  have 
at  hand  the  opportunity  of  discoverinjg  the  cost  to  their  competitors 
of  the  production  of  almost  any  material  that  they  do  produce  ? 

Mr.  Fabbell.  No,  sir. 

Mr.  Beall.  Why  not? 

Mr.  Fabbell.  Because,  it  would  simply  be  an  estimate,  and  the  in- 
formation would  not  be  reliable.  There  are  a  ereat  many  conditions 
operating  in  different  companies.  There  may  be  a  good  many  inde- 
pendent companies  to-day  that  are  manufacturing  material  cheaper 
Di  some  i>laceB  than  we  are  making  it  in  some  of  our  plants.  We  are 
not  laboring  under  any  delusion  as  to  our  prowess  at  all. 

Mr.  Beall.  I  think  Jud^e  Gary  said  before  the  Ways  and  Means 
Committee  that  the  United  States  Steel  Corporation  could  produce 
certain  products  at  $2  cheaper  than  any  other  competitor. 

Mr.  Fabbell.  Probably  it  can. 

Mr.  Beall.  Was  that  simply  an  estimate,  or  was  that  based  upon 
fact? 
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Mr.  Fabbxll.  I  presimie  Jud^B  Qary'fi  stateBoent  must  have  been 
based  upon  fact  I  have  a  high  reffard  for  any  statesmit  whieh  he 
might  nuike.  Undoubtedly,  it  would  be  accurate.  But  you  are  ask- 
ing for  my  personal  knowledge  of  these  things,  as  I  undenltauKl. 

Mr.  Bball,  Is  there  any  competition  between  the  Uniteal  States 
Steel  Corporation  and  other  eerporations  engaged  in  "die  mamifiic- 
tures  of  steel? 

Mr.  Fabsell.  Is  there  any  ocsBpetitioB} 

Mr.  Beall.  Yes. 

Mr.  Fabbell.  Why,  I  do  dot  believlB  the  prices  of  aay  msAuf aeture 
in  the  United  States  to-day  are  aUke. 

Mr.  Bealu  Why  is  it,  thei^  that  Judge  Gary  itoid  that  the  age  of 
competition  had  passed.    What  did  he  mean  l^  tfaatf 

Mx.  FARttEVL.  He  meant,  I  think,  that  competition  would  kad  to  a 
destrttctive  condition  in  the  industry  whida  would  resoit,  possibly, 
in  the  bankrupt^  of  -companies  and  the  embarriisBmetit  of  others  and 
the  reduction  of  wages. 

Mr.  Bgall.  There  has  never  been  any  'onbarntssmfent  of  Siny  eom- 
psnies;  there  has  never  been  any  bankraptcy  of  any  oompanies; 
there  has  never  be^  any  reduction  in  the  wages  paid  to  <emplqyees, 
as  I  understand,  of  the  steel  cooufmnies  lately.  None  of  thelfe  results 
have  followed  that  you  say  would  follow  competition;  and  yet  you 
say  that  there  is  competition? 

Mr.  Farr£Ll.  The  reports  of  the  different  osmpanies  which  are 
coming  out  or  will  be  coming  out  in  the  next  tew  mnnths  would 
answer  your  question. 

There  is  no  doubt  whatever  that  there  are  a  great  many  companies 
to-day  in  the  steel  business  that  are  not  getting  the  cost  of  manufac- 
ture out  of  the  {M'esent  prioes.  I  think  m  the  case  of  one  company 
the  total  profits  on  their  ousiness  for  the  first  ^siz  mdnthsof  1911  were 
$85,000. 

Mr.  BsALL.  You  say  the  reports  would  show  that  t 

Mr.  Fahrbll.  Yes;  the  reports  will  show  that.  I  ^hall  be  glad  to 
get  you  somie  of  the  reports.    They  are  publia 

Mr.  BBAMb.  Your  position  is  that  tlmre  is  competition  now.  Is  it 
free,  unrestricted  competition  K 

Mr.  FABBBUi.  Absolutely. 

Mr.  BsALi..  The  kind  of  competition  that  ordinaiily  prevaiks  in 
any  line  of  industry? 

Mr.  Farrelu  There  is  a  competition  in  the  steel  industi]^  to^ay 
that  leads  to  bankruptcy  and  which  will  inevitably  lead  to  n  reduc- 
tion in  tibe  wages  of  the  employees. 

^<Mt.  BEAiiL.  I  thought  that  you  considered  the  oo^ration  had 
been  so  developed  by  the  Gary  dinners  and  other  OhiristianisiiM^  in- 
flnraces  of  that  kind  that  destruetive  competition  was  a  tbaqg  of  the 
past. 

Mr.  Beed.  I  am  afraid  it  has  been  blighted  in  Washington. 

Mr.  BnALL.  It  is  to  be  hoped  sa 

You  think,  then,  Mr.  Farrell,  that  there  is  iree,  open,  uxnmfcricted 
competition  nowf 

Mr.  Fabbell.  There  certainly  is. 

Mr.  Bball.  But  is  your  idea  that  competition  is  destructive,  that 
it  will  result  in  bankruptcy ;  that  it  is  a  bad  thing,  anyway? 

Mr.  Fabbell.  There  is  no  question  about  it.    If  you  apply  it 
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Mr.  Beall  (intefposing) .  And  this  old  idea  that  has  been  prevail- 
ing in  business  for  so  many  centuries,  that  competition  is  the  life  of 
trade,  has  been  all  a  delusion? 

Are  you  also  one  of  the  apostles  of  this  new  cult  that  is  being  de- 
yelooea  in  the  country,  that  the  Grovemment  ought  to  step  in  and 
regulate  and  fix  the  maximum  price  for  the  products  of  these  cor- 
porations? Do  you  aOTee  with  Mr.  Gary,  Mr.  Carnegie,  and  the 
other  apostles  of  that  idea,  and  Mr.  Perkins? 

Mr.  Farrell.  Is  that  a  personal  question? 

Mr.  Reed.  He  wants  your  personal  opinion. 

Mr.  BEAUi.  I  would  like  to  have  your  personal  opinion  about  it. 

Mf.  Fabbell.  I  have  written  it  out.  I  thought  possibly  I  might  be 
asked  the  question. 

I  do  not  suppose  that  my  opinion  on  the  subject  is  of  any  particu- 
lar value.  ll  you  prefer  to  confine  this  inquiry  to  the  industry,  I 
shall  endeavor  to  answer  all  the  questions  you  wish  to  put  to  me, 
but  if  you  want  my  ideas  on  this  subject,  I  shall  be  glad  to  give 
them,  although  I  do  not  consider  them  of  value. 

Mr.  Beaix.  It  is  an  interesting  question,  Mr.  Farrell,  and  rather  a 
new  one. 

Mr.  Fabbell.  I  am  not  a  publicist. 

The  Chaib34an.  We  are  more  anxious  for  your  opinion  on  that 
account.    [Laughter.] 

SUPERVISION  or  cobporations. 

Mr.  Farrell.  I  believe  that  it  is  important  for  the  Government 
to  assume  the  power  of  such  supervision  of  corporations  engaged  in 
interstate  trafiic  as  will  result  m  full  and  clear  publicity  of  their 
general  operations,  their  receipts  and  eicpenditures  and  profits  and 
losses,  in  order  to  protect  investors  and  the  people  generally.  Such 
supervisory  board  could  not  only  be  authorized  to  compel  such  nec- 
essary publicity,  but  empowerea  in  the  case  of  anv  corporation  not 
presentmg  information  as  to  the  details  required  by  the  law  which 
may  be  enacted,  to  investigate  into  the  conduct  of  its  business,  with 
a  view  to  full  exposition  of  its  methods.  Such  publicity  as  I  have 
in  mind  is  along  the  lines  of  the  information  that  has  been  freely 
and  fully  given  out  by  the  United  States  Steel  Corporation  in  iu 
annual  reports  and  frequent  statements. 

The  fixmg  of  prices  by  Government  authority :  Speaking  entirel v 
as  an  individual  and  giving  my  personal  views  without  any  knowl- 
edge of  what  might  m  the  views  of  other  officials  and  directors  of 
the  United  Stat^  Steel  Ck>rporation,  it  would  appear  to  be  abso- 
lutely impracticable  for  the  Government  to  attempt  to  fix  prices  of 
all  commodities,  even  those  manufactured  only  by  the  steel  industry, 
in  view  of  the  hundreds  of  thousands  of  variations  of  shapes,  sizes, 
sections,  gauges,  kinds,  qualities,  etc.  When  it  is  considered  that  it 
requires  a  large  corps  of  experts  in  each  of  the  manufacturing  com- 
panies of  the  Unitea  States  Steel  Corporation  alone  to  determine  the 
costs  of  hundreds  of  thousands  of  articles  or  variations  of  such 
products  as  those  companies  make,  it  can  be  readilv  understood  that 
it  would  require  hundreds  of  experts  merely  to  determine  suitable 
prices  for  tne  steel  industry  alone,  without  considering  the  thou- 
sands of  other  industries  in  the  United  States,  each  of  which  would 
be  equally  entitled  to  have  prices  fixed  on  their  multitude  of 
products. 
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If  the  questions  be  considered  from  the  standpoint  of  fixing  maxi- 
mum prices,  it  would  seem  to  be  eaually  impracticable,  for  tne  rea- 
sons just  cited,  as  well  as  the  difficulty  of  satisfying  the  many  manu- 
facturers engaged  in  the  same  lines  of  trade,  each  of  whom  have 
different  costs  of  manufacture  to  jjroduce  the  same  or  similar  articles. 
It  would  seem  unnecessary  to  point  out  the  many  other  objections, 
including  the  necessity  of  frequently  altering  trie  fixed  prices  to 
accord  with  the  laws  of  supply  and  demand,  the  changeable  costs  of 
manufacture  contingent  on  the  volume  oi  production  and  (Jtber 
exigencies  of  manufacture.  As  a  natural  corollary  to  the  fixing  of 
either  changeable  or  maximum  prices  would  be  the  inevitable  neces- 
sity of  fixing  maximum  and  minimum  wages  to  labor,  as  it  is  neces- 
sary, according  to  theorists  and  economists,  that  the  wages  of  labor 
must  be  commensurate  with  the  article  which  it  manufactures  or 
which  i^  directly  or  indirectly  consumes.  • 

Suggested  method  of  insuring  fair  prices:  If  it  should  be  asked, 
however,  granting  the  necessity  of  Government  supervision  of  corpo- 
rations under  Federal  incorporation,  whether  mandatory  or  volun- 
tary, as  in  the  wisdom  of  Congress  might  be  determined,  and  conced- 
ing the  impracticability  of  fixing  prices,  how  a  fair  price  to  consumers 
and  manuiacturers  alike  may  be  insured  with  the  object  of  avoiding 
(a)  the  exacting  of  excessive  prices  from  consumers;  (6)  any  possible 
oppression  of  their  competitors  by  manufacturers  with  larger  capital 
or  better  facilities  for  economic  production;  (c)  avoiding  destructive 
competition  whereby  weaker  producers  would  be  driven  out  of  busi* 
ness;  (d)  the  impoverishment  of  people  dependent  on  such  industries, 
Joss  of  employment,  or  reduction  of  wages — it  is  suggested  as  being 
worthy  of  consideration,  a  law  similar  to  that  which  obtains  in 
Canada — ^you  are  no  doubt  familiar  with  that  law  in  Canada — ^and 
which  in  effect  is  the  practice  in  Germany. 

When  it  might  appear  to  the  Government  board  of  superivision, 
either  on  their  own  initiative,  or  from  the  complaint  of  any  consid- 
erable body  of  consumers,  that  prices  in  any  line  of  industry  are 
unreasonably  high,  they  should  be  empowered  to  make  inquiry  into 
the  facts,  to  call  upon  manufacturers  to  disclose  their  profits,  and  to 
determine  and  indicate  to  manufacturers  their  opinion  as  to  the  rea- 
sonableness of  their  price,  subject,  if  necessary,  to  review  by  the 
courts  as  to  any  contention  that  prices  were  confiscatory. 

Likewise,  when,  in  the  opinion  of  any  body  of  manufacturers,  it 
should  appear  necessary,  in  order  to  prevent  destructive  competition, 
the  lowering  of  wages,  the  impairment  of  plants,  throwing  work- 
men out  of  employment,  and  other  similar  evils  through  reduction 
of  prices  to  levels  which  would  not  permit  efficient  plants  to  operate 
at  a  fair  profit,  it  should  be  permissible  for  manufacturers  or  the 
o^vners  of  plants  to  enter  into  agreement  as  to  such  reasonable  prices 
as  might  be  necessary  to  prevent  such  results.  To  avoid  the  pos- 
sibility of  such  manufacturers  agreeing  on  excessive  prices  there 
would  be  the  remedy  of  the  opportunity  of  appeal  by  consumers  to 
the  Government  board  of  supervision,  and  the  conseauent  publicity, 
which  would  act  as  a  restraint  upon  manufacturers  rrom  nxing  ex- 
cessive prices ;  penalties,  such  as  rorfeiture  of  Federal  incorporation 
or  other  suitable  means  of  redress  could  be  enforced,  if  necessary, 
to  dissuade  manufacturers  from  maintaining  prices  adjudged  to  be 
either  excessive  or  ruinously  low. 
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The  forgoing  suggestion  is  not  by  any  means  a  novel  or  original 
one.  It  is  m  effect  that  which  is  pennitted  in  Canada,  Germany, 
and  other  foreign  countries,  the  object  of  whose  Governments  is  ap- 
parently to  foster  industries  rather  than  to  tear  them  down.  Such 
Governments  not  only  allow  reasonable  prices  to  be  fixed  by  agree- 
ment, but  require  them  to  be  fixed  for  the  protection  of  manufac- 
turers, consumers,  and  labor  alike. 

Mr.  Beall.  As  I  understand,  your  position  is  that  it  is  not  pos- 
sible for  the  Government  to  step  in  and  go  to  the  extent  of  fixing 
even  a  maximum  price,  for  the  reason  that  you  have  so  clearly  stated  f 

Mr,  Fasbeli^.  Would  you  accept  that  brief  as  an  answer  to  your 
question,  Mr.  Beall? 

Mr.  Beaui.  Yes. 

Then  the  alternative  would  be  the  breaking  down  of  the  laws  as 
they  exist  to-day  that  forbid  the  kind  of  a^eements  such  as  you  have 
mentioned.  You  would  have  to  repeal  all  the  laws  forbidding  mo- 
nopoly and  restraint  of  trade — the  Sherman  Act  and  everything  like 
that? 

Mr.  Farrell.  Not  necessarily.  I  do  not  believe  in  the  repeal  of 
the  Sherman  Act,  but  I  believe  the  Sherman  Act  should  be  amended 
so  as  to  enable  manufacturers  to  know  what  they  can  do.  We  do  not 
know  now  what  we  can  do. 

Mr.  Beall.  If  this  theory  that  was  suggested  here  first  by  Judge 
Gary  should  be  put  in  operation,  and  some  governmental  agency 
should  be  required  to  fix  a  maximum,  price  as  a  basis  for  its  action, 
it  would  be  necessary  for  that  agency  to  be  fully  advised  as  to  the 
cost  of  any  article,  would  it  not? 

Mr.  Farrell.  Are  you  asking  my  opinion  with  respect  to  the  testi- 
mony that  has  been  given  ? 

Mr.  Beall.  No,  sir;  I  am  asking  your  opinion  if  a  certain  policy 
should  be  pursued  by  the  Government  that  has  been  suggested  here, 
whether  or  not  it  would  be  necessary  for  that  commission,  or  what^ 
ever  you  might  term  it,  to  have  accurate,  full,  and  complete  informa- 
tion as  to  the  cost  of  any  and  every  article  the  price  of  which  they 
would  attempt  to  regulate^  and  that  condition  would  bring  about  the 
very  condition  against  which  you  protest  to-day ;  it  would  advise  all 
the  world  of  the  cost  of  any  article  made  by  American  manufacturers? 

Mr.  Farrell.  As  I  understand  the  Sherman  law,  it  is  designed  to 
prohibit  monopoly? 

Mr.  Beall.  Yes. 

Mr.  Farrell.  As  the  Sherman  law  is  designed  to  prohibit  mo- 
nopoly, which  would  inevitably  result  from  destructive  competition, 
driving  the  weaker  competitors  out  of  business,  it  should  be  equally 
clear  fliat  it  should  permit  such  agreements  among  manufacture]^ 
as  to  prices  as  would  enable  them  to  avoid  the  destructive  competition 
which  is  impliedly  prohibited. 

Mr.  Beall.  Why  should  manufacturers  be  singled  out  and  be 
given  the  right  to  combine  and  the  right  denied  to  all  other  classes 
of  people?  What  peculiar  sanctity  is  there  about  the  business  of 
manufacturing  that  should  entitle  manufacturers  to  that  exceptional 
privilege? 

Mr.  Farrell.  I  read  some  time  ago  of  a  meeting  of  governors — 
I  think  it  was  in  Montgomery,  Ala. — ^with  respect  to  the  price  of 
cotton.    I  do  not  exactly  understand  what  the  suDJect  matter  of  their 
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conference  was,  but  I  gathered  from  the  newspaper  reports  that 
they  had  convened  for  the  purpose  of  establishing  a  price  on  cotton. 

I  have  also  read  of  the  Burley  tobacco  pool — which,  I  think,  is  in 
Mr.  Stanley's  district — ^where  they  pooled  their  issues  and  got  their 
tobacco  together  and  hold  it  for  7  cents  a  pound.    Is  that  so? 

Mr.  Beall.  Yes;  and  they  have  been  prosecuted  by  the  Federal 
Government. 

The  Chairman.  We  have  no  Burley  tobacco  in  my  district. 

The  Burlev  Tobacco  Society  was  sued,  and  they  received  at  the 
hands  of  a  Federal  judge  the  other  day  the  same  fate  that  the  labor 
organizations  have  all  had,  namely,  that,  being  a  labor  organization, 
they  were  necessarily  a  combination  in  restraint  of  trade. 

Mr.  Farrell.  I  am  not  familiar  with  the  details  of  the  matter. 

The  Chairman.  It  appears  that  any  labor  org[anization  is  liable  to 
get  its  toe  in  the  crack  if  it  gets  in  the  courts  with  the  Sherman  law 
facing  it.  I  have  been  hopeful  that,  the  law  being  so  efficient  in 
reaching  farmers*  organizations  and  labor  organizations,  it  might 
sometime  be  applied  impartially. 

Mr.  Farrell.  There  certainly  should  be  no  distinction. 

Mr.  Beall.  I  call  your  attention  to  one  distinction.  Some  months 
ago  representatives  of  the  tobacco  industry  of  Kentucky  came  here 
and  sought  a  conference  for  the  purpose  of  finding  out  the  views  of  a 
certain  agency  of  the  Government  as  to  whether  or  not  a  certain 
course  of  procedure  would  or  would  not  be  in  violation  of  the  law. 
They  were  told  that  it  was  not  the  province  of  the  executive  depart- 
ment of  the  Government  to  advise  them  as  to  whether,  in  doing  a 
certain  thing,  they  would  or  would  not  violate  the  law. 

Mr.  Farrell.  They  are  not  the  only  people  that  have  been  told 
that. 

Mr.  Beall.  It  is  quite  different  from  the  attitude  of  a  certain 
department  of  the  Government  toward  certain  other  gentlemen  who 
came  and  sought  information  upon  that  point. 

Mr.  Farrell.  Not  in  our  industry. 

Mr.  Beall.  When  the  Tennessee  Coal  &  Iron  Corporation  was 
transferred  there  was  some  sort  of  assurance  given. 

Mr.  Young.  I  think  that  is  hardly  a  fair  statement.  Brother  BealL 
The  statement  was  that  nothing  could  be  said  which  would  change 
the  law  or  change  the  attitude  of  this  corporation. 

Mr.  Beall.  But  that,  so  far  as  a  certain  individual  was  concerned, 
•  he  saw  no  objections  to  it. 

Mr.  YouNo.  That  he  saw  no  reason  why  he  should  take  any  action. 
He  has  gone,  and  another  has  come. 

Mr.  Bartlett.  And  may  he  stay  gone.     [Laughter.] 

I  want  to  ask  the  witness  some  questions. 

Mr.  Farrell.  Are  you  likely  to  require  me  here  to-morrow,  Mr. 
Chairman  ? 

The  Chairman.  It  is  hard  to  tell.  I  do  not  wish  to  curtail  the 
questions  of  any  member  of  the  committee,  and  I  wish  to  ask  you 
about  the  rest  of  these  siibpoDnas. 

Mr.  Farrell.  I  am  perfectly  willing  to  remain  here  until  to-mor- 
row, but  I  have  a  very  important  matter  that  I  should  have  attended 
to  earlier  to-day,  if  you  could  excuse  me  now. 

The  Chairman.  If  that  is  the  case,  I  would  suggest  that  we  have 
Mr.  Gray  here  and  other  witnesses;  and  if  it  suits  your  convenience. 
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we  will  be  delighted  to  accommodate  you  and  let  you  come  again  in 

the  morning. 
Before  you  go- 
Mr.  Bartlett.  I  do  not  think  I  shall  be  with  the  committee 

to-morrow. 
The  Chairman.  Then  go  ahead  with  your  questions,  Mr.  Bartlett. 
Mr.  Bartlett.  No;  I  am  through. 
The  Chairman.  I  did  not  mean  to  interrupt  Judge  Bartlett's 

question,  Mr.  Farrell,  but  I  wish  to  have  it  understood  about  this 

subpcpna  for  the  maximum  and  minimum  production  costs  of  the 

?roducts  of  the  subsidiary  companies  of  me  United  States  Steel 
lorporation. 

It  is  understood  that  those  cost  sheets  will  be  turned  over  to  Mr. 
MacSae,  and,  of  course,  the  committee  will  use  its  discretion  in  mak- 
ing use  of  them. 

Mr.  Reed.  Since  the  receipt  of  Mr.  Farrell's  subpoena  we  have  been 
unable  to  run  through  the  lar^e  number  of  cost  sneets  and  pick  out 
and  condense  those  showing  the  maximum  and  minimum  costs  for 
individual  plants.  It  is  a  large  task  to  do  this  and  submit  the  data 
in  the  same  general  form  in  which  the  average  costs  have  been  sub- 
mitted. We  will  furnish  the  information  as  rapidly  as  we  can  do 
the  work. 

I  have  no  doubt  that  when  Mr.  MacBae  comes  a  large  part  of  that 
work  will  have  been  done. 

That  applies  only  to  the  northern  furnaces.  As  far  as  the  southern 
furnaces  are  concerned^  there  can  be  no  maximum  and  minimum, 
because  there  is  only  one  plant. 

You  have  asked  Mr.  Farrell  to  produce  the  production  costs  for 
various  individual  plants. 

With  a  great  deal  of  work  we  have  managed  to  get  the  production 
costs  of  four  out  of  six  plants  you  mentioned.  The  other  two  will 
be  ready  within  the  week.  The  failure  to  have  them  all  ready  is 
due  to  lack  of  time.    Mr.  MacBae  will  get  all  of  those  in  due  order. 

The  Chairman.  What  I  am  speaking  about  now  is  the  original 
cost  sheets.    They  will  be  submitted  to  Mr.  MacBae. 

Mr.  Beed.  Whenever  he  needs  them  to  verify  these  condensations 
that  we  have  made. . 

The  Chairman.'  If  he  chooses  to  make  copies  from  them,  he  will 
be  at  liberty  to  do  it? 

Mr.  Beed.  I  would  advise  him  to  take  a  great  many  clerks  with 
him  if  he  undertakes  that. 

The  Chairman.  I  do  not  think  it  will  be  necessary,  but  I  want 
them  turned  over  to  him,  to  use  as  he  thinks  best 

Mr.  Bi^D.  If  he  thinks  best,  and  the  committee  thinks  best,  that 
will  have  to  be  done.    We  think  we  have  saved  him  all  that  work. 

Turning  them  over  to  Mr.  MacBae  does  not  mean  publication  at 
lis  discretion,  but  only  after  the  committee  has  had  an  opportunity 
to  determine  the  question? 

The  Chairman.  Any  statement  made  by  Mr.  MacBae  is  only 
msde  to  members  of  the  committee. 

Whereupon,  at  6  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Tuesday,  January  23,  1912,  at  10.80  o'clock  a.  m. 
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United  States  Steel  Corporation, 

House  of  Representatives, 

■  Tuesday^  Januay  23^  1912. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

The  Chahiman.  The  committee  will  resume  its  session.  Mr.  Far- 
rell,  will  you  please  take  the  stand. 

STATEMENT  OF  7.  A.  FARBELIr-Resumed. 

The  Chairman.  I  wish  to  return  to  this  subpoena  duces  tecum  and 
get  through  with  it. 

The  next  item  I  want  to  call  to  your  attention,  Mr.  Farrell  and  Mr. 
Seed,  is: 

Statement  showing  distribution  of  the  bonus  funds  between  wage 
earners  and  those  employees  receiving  salaries. 

Mr.  Beed.  Mr.  Chairman,  perhaps  Mr.  Farrell  had  better  answer, 
but  my  information  is  that  no  data  has  ever  been  compiled  to  show 
that— that  there  is  nothing  in  the  oflSce  of  the  company  to  show  it, 
and  it  would  take  weeks  to  get  it  together. 

There  is  no  objection  at  all  to  giving  the  general  information,  and 
Mr.  Farrell  can,  no  doubt,  give  you  orally  the  substance  of  what  such 
a  statement  would  show. 

Mr.  Farrell  was  subpoenaed  to  produceb  data  showing  the  distribu- 
tion of  the  bonus  fund,  as  it  is  called  here,  between  wage  earners 
and  those  employees  receiving  salaries. 

Mr.  Bartlett.  There  is  a  general  statement  in  some  of  these  re- 
ports of  the  Steel  Co.,  and  Judge  Gary  and  somebody  else  testified 
about  the  plan. 

Mr.  Beed.  The  plan  is  in  evidence  in  the  minutes  of  the  corporation 
and  in  other  ways,  but  the  distribution,  the  exact  amount  paid  wage 
earners  and  salary  earners,  has  not  been  given,  and  we  could  not 
possibly  have  compiled  it  for  the  committee  in  time  to  have  it  here 
to-day^  Mr.  Farrell,  however,  can  orally  give  the  substance  of  what 
such  a  statement  would  show. 

The  Chairman.  Very  well,  Mr.  Farrell. 

Mr.  Farrell.  Every  year  the  finance  committee  of  the  United 
States  Steel  Corporation  authorize  the  setting  aside  of  a  certain 
amount  of  money  to  be  allotted  to  employees  as  rewards.  We  do  not 
call  it  a  bonus.  We  call  it  a  reward  for  efficiency,  in  metallurgical 
research,  inventions,  and  so  forth. 
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Last  year  the  total  amount  was  $1,450,000.  That  money  is  dis- 
tributed over  something  like  30  companies. 

Mr.  Bartlett.  You  spoke  about  the  distribution  of  the  money. 
Is  that  a  different  arrangement  than  if  you  would  permit  them  to 
buy  stock? 

if  r.  Farrell.  We  do  not  make  them  buy  stock. 

Mr.  Bartlett.  Permit  them,  I  said. 

Mr.  Farioill.  I  beg  pardon.  It  is  entirely  different  from  the 
stock-subscription  plan.  The  stock-subscription  plan  is  a  voluntary 
plan.  There  is  a  certain  amount  of  stock  allotted  every  year,  and  it 
IS  always  oversubscribed  by  the  employees.  In  several  years  there  has 
not  been  sufficient  allotted. 

Mr.  Bartlett.  That  is,  you  are  speaking  about 

Mr.  Farrbll.  The  fund  that  is  set  aside  every  year  to  be  paid  to 
a  Iftrffe  number  of  employees-^perhaps  4,000  employees — as  a  reward 
for  emcient  work. 

Mr.  Bartlett.  A  sort  of  a  yearly  Christmas  present? 

Mr.  Farrell.  No.  indeed.  There  are  various  objects  for  which  it 
is  ^ven — principally,  for  instance,  in  the  development  of  labor- 
saving  devices,  the  development  of  mechanical  invention,  methods  of 
utilizing  by-products  or  waste  products.  There  are  innumerable 
causes  for  which  it  is  given. 

The  Chairman.  You  know  what  this  bonus  fund  or  reward  is 
for — ^you  know  to  whom  it  is  paid  ? 

Mr.  Farrell.  The  money  is  allotted  to  the  different  subsidiary 
companies,  and  the  president  or  the  board  of  directors  of  those  com- 
panies  

The  Chairman.  Could  you  not  tell  me,  generally,  whether  it 
is  the  day  laborer  or  the  salaried  man  who  is  Oie  beneficiary  of  that 
fund  ?    Who,  to  the  greater  extent,  is  the  beneficiary  of  that  fund  t 

Mr.  Farrell.  I  should  sav  it  goes  largely  to  the  workmen  and  the 
foremen  and  what  we  would  call  not  necessarily  the  ordinary  em- 
ployees, but  employees.  For  example,  at  our  Lorain  works  we  have 
at  the  entrance  to  the  mill  a  question  box,  and  every  man  working 
in  that  plant  who  has  an  idea  or  who  has  any  criticism  or  any  sug- 
gestion to  make  can  place  |ps  question  or  his  criticism  or  suggestion 
m  this  box,  and  it  comes  to  the  attention  of  the  management  there. 

There  was  a  prize  of  $500  paid  to  a  workman — a  car  pusher — for 
a  design  of  a  bar  for  pushing  a  car  along  the  trestle  or  coal  hoist. 
This  money  is  paid  for  multiiarious  ideas. 

The  Chairman.  This  money  is  paid  for  extraordinary  service? 

Mr.  Farrslu  It  is  a  reward  for  effort.  When  we  went  to  school 
we  were  given  a  merit  or  something  of  that  kind  for  having  accom- 
plished  something.    The  same  principle  is  applied  to  our  business. 

Mr.  Bartlett.  It  is  an  incentive  to  increased  effort  on  the  part  of 
the  employees? 

Mr.  Farrell.  Not  necessarily  increased  effort.  Perhaps  a  man 
might  have  an  idea,  and  he  would  not  bring  it  forward.  There  are 
a  good  many  people  in  this  world  to-day  carrying  things  around  in 
their  head,  and  the  public  and  the  world  never  get  the  benefit  of 
them. 

Mr.  Bartlett.  Still,  it  is  more  of  an  incentive  than  if  you  did  not 
have  it? 

Mr.  Farrell.  Oh,  ves. 
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The  Chair3can.  You  keep  some  record  of  the  persons  to  whom 
this  money  is  paid? 

Mr.  Vaxbmum  The  subsidiary  companies  would  have  those  records. 
For  example,  at  the  close  of  the  season  of  navi^tion  on  the  Great 
Lakes  there  are  rewards  given  to  the  men  for  miving  accomplished 
certain  things  during  the  season  of  navigation. 

Mr.  BxiD.  Certain  things  of  what  kind,  Mr.  Farrell  ? 

Mr.  Fasrell.  For  example,  three  of  our  vessels'  crews  saved  lives; 
one  eaptain  and  crew  saved  the  lives  of  13  people  who  were  on  a  ves- 
sel that  was  sJnking  in  the  lake  in  a  storm;  and  it  was  not  only 
heroic  and  humanitarian  work,  but  they  took  a  great  risk.  There 
were  three  instances  like  that. 

The  Chairman.  That  was  just  a  bonus  given  in  acknowledgment  of 
heroism,  like  the  Carnegie  hero  medal  ?  x  ou  have  no  sum  set  aside 
for  hero  medals,  have  you,  in  this  business  ? 

Mr.  Fabbell.  No;  we  have  not  anv  hero  medal  business  in  ours 
at  all. 

The  Chaibman.  I  would  think  not. 

Mr.  Fabbell.  But  we  do  reward  men  for  meritorious  work  of  all 
kinds. 

The  Chaibman.  As  I  understand  it — and  I  have  not  carefully 
analyzed  this  plan,  much  as  I  intended  to — ^you  have,  for  instance,  a 
certain  amount  of  stock,  we  will  say,  that  is  distributed  among  your 
employees,  and  they  are  allowed  to  subscribe  for  it  and  to  pay  for 
it  along^? 

Mr.  Fabbell.  Yes. 

The  Chaibman.  Suppose  a  man  drops  out;  what  becomes  of  his 
stock?     Suppose  he  ceases  to  pay  or  is  discharged  from  the  mill? 

Mr.  Fabbell.  He  gets  his  monev  back. 

The  Chaibman.  He  gets  back  tne  amount  he  has  paid  in? 

Mr.  Fabbell.  Absolutely. 

The  Chaibman.  Have  you  not  some  arrangement  by  which 

Mr.  Beed.  He  gets  back  the  amount  he  has  paid  and  interest,  Mr. 
Chairman. 

Mr.  Fabbell.  And  interest,  of  course.    That  goes  without  saying. 

The  Chaibman.  Suppose  a  certain  number  of  men  go  in  and  take 
up  stock,  or  become  eligible  to  purchase  this  stock,  and  they  become 
incompetent  or  you' find  them  disloyal,  or  they  drop  out,  is  there 
some  arrangement  by  which  the  successors  are  substituted  to  their 
ri^tsf 

Mr.  Fabbell.  Each  employee  who  subscribes  to  stocks  gets  a  bonus 
of  $6  a  year  on  tus  stock. 

If  a  man  leaves  our  employment,  and  he  has  paid  for  his  stock, 
or  partly  paid  for  it,  he  gets  his  money  back,  witn  interest ;  but  the 
$5  Donus  that  he  would  have  been  entitled  to  is  spread  over  the 
40,000  other  employees  who  are  stock  subscribers,  and  at  the  end  of 
the  period  of  time  they  get  what  is  equivalent  to  an  extra  dividend. 
At  tne  end  of  each  year,  while  an  employee  continues  his  subscrip- 
tion and  remains  in  the  service,  he  is  credited  $5  as  soon  as  he  has 
fuUy  paid  up  the  subscription  (always  within  three  years),  the 
stoek  IS  delivered  to  him.  Thereafter  during  the  five-year  cycle  he 
is  paid  i9  cash  $5  annually  so  long  as  he  contmues  to  hold  the  stock. 
At  the  end  of  the  five-year  period  he  receives,  if  he  still  has  held  his 
stock,  a  pro  rata  payment  from  the  fund  arising  from  forfeitures — 
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that  is,  the  fund  accruing;  from  the  $5  per  share  sums  that  would 
otherwise  have  been  paid  to  subscribing  emplovees  who  canceled 
their  subscriptions  or  who  sold  their  stock  after  xully  paying  for  it. 

The  Chairman.  The  survivors  get  that? 

Mr.  Farrell.  Yes. 

The  Chairman.  It  is  a  kind  of  a  tontine  arrangement? 

Mr.  Farrell.  I  am  not  familiar  with  the  insurance  business,  Mr. 
Chairman,  and  I  could  not  tell  you  as  to  that. 

Mr.  Barilett.  That  is  a  delusive  thing,  anyhow — ^that  tontine  ar- 
rangement.   I  have  had  personal  experience  about  that. 

l%e  Chairman.  What  I  want  to  get  at  is  something  that  I  can 
not  ^et  from  the  published  statements  definitely,  and  that  is  whether 
thisDonus  and  this  gratuity,  or  this  manna,  that  is  thrown  out  from 
the  hands  of  the  Steel  Corporation,  is  eaten  by  the  high-class  employee 
or  whether  a  portion  of  it,  and  if  so,  what  portion,  is  secured  bv 
the  day  laborer.  It  maj[  be  just  idle  curiosity  on  my  part,  but  I 
Want  to  know  whether  this  bonus  is  a  reward  to  the  man  higner  up, 
to  the  high-salaried  clerk,  to  the  foreman  for  his  efficiency  and  his 
loyalty  and  his  vigilance,  or  whether  it  goes  to  the  fellow  ti^at  ' 
gets  $1  or  $2  a  day,  and  how  many  of  that  class  share  it.  It  looks  * 
as  if  there  should  be  some  record  to  show  that. 

Mr.  Farrell.  It  goes  to  everybody  meriting  it.  For  instance,  we 
had  a  man  on  one  of  our  railroads  that  invented  a  device 

Mr.  Bartlett.  What  did  he  do  ?    What  was  his  work  ? 

Mr.  Farrell.  This  man  was  a  brakeman.  He  invented  a  dumping 
mechanism  on  a  car  which  made  it  safer  to  dimip  the  car,  minimizing 
the  chance  of  personal  injury,  and  that  man  received  a  bonus,  or  re- 
ward, as  we  call  it. 

The  Chairman.  That  is  not  a  part  of  this  fixed  sum — that  is  an 

arbitrary  thing,  is  it  not 

.  Mr.  Farrell.  It  is  not  a  part  of  the  stock-subscription  plan. 

Mr.  Beed.  You  are  not  answering  the  chairman's  question,  Mr. 
Farrell. 

The  Chairman.  He  gives  me  specific  instances. 

Mr.  Keed.  You  say  that  is  not  a  part  of  this  sum,  and  Mr.  Farrell 
says  it  is  not  a  part  of  the  stock-subscription  plan.  I  do  not  think 
you  heard  the  chairman's  question,  Mr.  Farrell.  You  started  to 
answer  before  he  finished  the  question.  The  record  will  not  appear 
straight  if  you  do  not  correct  that. 

The  Chairman.  You  have  a  stock  subscription  and  you  permit 
your  employees  to  subscribe  for  a  certain  amount  of  stock,  which 
you  sell  to  them  on  time  at  somewhat  more  liberal  terms  than  the 
terms  on  which  you  sell  to  outsiders.    That  is  one  thin^. 

Then  I  understand  there  is  a  bonus  fund — a  welfare  plan — by 
which  men  are  paid  additional  wages,  not  for  discoveries  nor  for 
rescuing  people  out  of  the  lake,  or  perfecting  electrical  apparatus,  or 
some  patent  or  chemical  formula,  or  anything  of  that  kind.  As  I 
understand,  all  these  concerns — the  Republic  Iron  &  Steel  Co.  and  all 
the  rest  of  them — have  their  laboratories  and  the  like  of  that,  and  if 
a  man  is  skilled  in  machinery  and  patents  something  it  is  the  custom 
not  to  patent  it  as  against  his  employers ;  they  have  a  shop  right  in 
it;  and,  on  the  other  hand,  it  is  customary  for  the  employer,  in  coa- 
sideration  of  permitting  the  corporation  to  use  this  thing  that  he 
could  patent,  or  does  patent,  to  make  him  a  reward  in  some  way. 
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Those  things  are  the  reward  of  genius  op  of  daring,  and  neither 
genius  nor  daring  are  expected — I  mean,  tiiat  is  not  the  thing  that 
you  find  in  40,000  employees.  That  is  here  and  there.  You  might 
offer  a  reward  for  the  best  poem,  but  you  do  not  expect  your  em- 
ployees to  be  poets  or  skilled  swimmers  or  chemists. 

What  I  am  trying  to  get  at  is  what  this  broadly  distributed  bonus 
that  goes  to  each  man  who  does  extra  work  or  does  his  work  extra 
well  IS  distributed  for:  how  the  man  gets  it,  when  he  gets  it,  and 
who  gets  it. 

Mr.  Keed.  Let  me  call  attention  to  a  misunderstanding  between 
Mr.  Farrell  and  the  chairman. 

There  are  two  funds.  Every  eniployee,  whether  he  be  a  wage 
earner  at  $1.75  a  day  or  a  high  omcial,  who  subscribes  for  stock 
under  this  subscription  plan — and  I  might  mention,  parenthetically, 
that  the  high  officials  are  limited  to  a  very  few  shares — gets,  in  addi- 
tion to  the  regular  dividends  on  his  preferred  stock,  a  special  addi- 
tional dividend  of  $5  per  share  each.  Really  he  receives  $12  in  divi- 
dends each  year  on  his  preferred  stock. 

Mr.  Beall.  Instead  of  7  per  cent? 

Mr.  Reed.  Instead  of  7  per  cent. 

That  is  one  fund  and  everybody  shares  in  that  who  is  continuously 
in  the  service  and  who  subscribes  for  stock. 

The  Chairmak.  Not  to  interrupt  you,  Mr.  Reed;  I  understand 
from  this  plan  that  you  limit  the  amount  of  this  preferred  stock  that 
shall  be  sold  to  a  man  earning  $20,000  a  year,  to  a  man  earning 
^$10,000,  to  a  man  earning  $5,0C^  a  year,  and  to  a  man  earning  $800 
'a  year;  and  you  distribute  that  in  proportion  to  their  earning  ca- 
pacity! 

Mr.  Reed.  No;  let  me  correct  you,  Mr.  Chairman;  not  in  propor- 
tion to  their  earning  capacity.  As  their  salary  increases,  the  amount 
that  they  can  subscribe  for  diminishes. 

The  CJhairman.  I  mean  inversely  in  proportion  to  their  wages  or 
their  salaries. 

Mr.  Reed.  I  doubt  if  that  is  exactly  a  mathematically  correct 
statement^  Mr.  Chairman. 

The  Chairman.  The  details  of  it  I  care  nothing  about.  You  dis- 
tribute it  on  a  scale  that  is  based  on  the  salaries  paid? 

Mr.  Reed.  Yes.    That  is  one  fund. 

The  Chairman.  That  is  one  fund.  Let  us  take  that  fund ;  do  vou 
know  how  much  of  that  fund  is  now  held  by  men  who  earn  salarfes? 
You  can  surely  tell  how  much  of  that  goes  to  the  men  that  earn 
wages,  and  how  much  of  the  stock  is  now  held  by  the  men  that  earn 
salaries. 

Mr.  Reed.  As  to  that  point,  we  can  enlighten  you. 

The  Chairman.  That  is  what  I  want  to  know. 

Mr.  Farrell.  You  understand,  Mr.  Chairman,  that  every  work- 
man has  a  right  to  subscribe  to  the  stock. 

The  Chairman.  I  understand  that. 

Mr.  Reed.  In  1910,  the  last  year  for  which  statistics  are  available. 
there  were  5,923  xti&n  receiving  under  $800  a  year  who  subscribed  for 
stock.  There  were  10,344  men  receiving  between  $800  and  $2,500  a 
year  who  subscribed  for  stock. 
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Mr.  Beall.  Who  had  subscribed  for  stock  for  that  year,  or  does 
that  represent  the  total  number  of  stockholders  up  to  the  ead  of  tfiat 
year? 

Mr.  Seed.  Thank  vou  for  making  that  clear.  That  represQnts  the 
number  who  subscribed  in  that  year  and  does  not  incliKLe  tbe  wb- 
scribers  during  the  previous  eight  years. 

Mr.  Gabdner.  Supposing  a  man  nad  subscribed  to  10  shares  in  the 
previous  eight  years  and  then  took  10  shares  more  in  that  year.  He 
would  be  incluaed  ? 

Mr.  Reed.  He  would  be  included  as  one  of  the  subscribers  of  L910. 

Mr.  Gabdneb.  I  was  just  trying  to  get  the  record  straight.  I  had 
understood  so  from  what  I  had  read. 

Mr.  Beed.  Of  men  receiving  more  than  $2,500  a  year  there  were 
1,096  subscriptions. 

The  Chaibman.  How  is  that,  Mr.  Reed? 

Mr.  Reed.  One  thousand  and  ninety-six  men  who  received  more 
than  $2,500  a  year  subscribed  for  stock  in  1910  under  this  plan. 

The  Chaibman.  Can  you  tell  me  the  total  amount  of  stock  held 
by  men  in  the  $800  class,  the  total  amount  in  the  $2,000  class,  and  in 
the  $10,000  class,  and  so  on,  in  those  various  classifications  you  have 
given?  You  have  given  the  number  who  subscribed  for  stock,  but 
not  the  amount  of  stock  for  which  thev  subscribed. 

Mr.  Reed.  I  can  give  you  that,  too. 

The  number  of  shares  taken  by  employees  receiving  less  than  $800 
in  their  subscriptions  that  year  was  5,923 ;  1  share  apiece. 

The  number  of  shares  taken  by  those  receiving  between  $800  and 
$2,500  a  year  was  14,122  shares. 

The  number  taken  by  those  receiving  more  than  $2,500  a  year  was — 
a  little  hasty  mathematics — 4,535  shares. 

TheCHATBMAN.  Fourthousand  five  hundred  and  thirty-five  shares? 

Mr.  Reed.  Yes. 
.    The  Chaibman.  Will  you  just  tabulate  that  statement  and  let  it 
go  into  the  record? 

Mr.  Reed.  Yes. 

The  statement  is  as  follows : 

Statement  of  number  of  employees  of  United  States  Steel  Corporation  subsordh 
ing  for  stock  in  that  corporation  in  the  year  1910,  and  the  number  of  tkares 
subscribed  for  by  them. 

Subscribers  whose  pay  iP  under  $800  per  aununi p,  923 

Subscribers  whose  pay  is  between  $800  per  annum  and  $2»G00  per  annum.  10, 344 
Subscribers  whose  pay  Is  over  $2,500  per  annum i,Q96 

17,088 

Number  of  shares  taken  by  subscribers  receiving  less  than  $800  per  an- 
num (aU  preferred  stock) u,923 

Number  taken  by  those  receiving  between  $S00  and  $2,500  (all  preferred 
stock)  14, 122 

Number  taken  by  those  receiving  over  $2,500  (all  preferred  stock) 4,585 

M,5S0 

The  Chairman.  Is  that  statement  a  fairly  representative  adtate- 
ment  of  the  years  ? 
Mr.  Reed.  As  to  the  proportions? 
The  Chairman.  Yes. 


UNITED  STATESl  stbel  cobpobatiox.  2709 

Mr.  Seed.  They  are  fairlv  representative. 

The  total  amount  of  stocfe  subscribed  was  something  less  than  in 
1909  an<l  1908.    It  depends  a  good  deal  on  the  prosperity  of  the  year. 

The  Chaukman.  An  employee  subscribes  for  this  stock;  he  is  paid 
on  his  stock,  you  say,  12  per  cent,  instead  of  7  per  cent ;  there  is  a  $5 
bonus  on  a  diare;  when  that  employee  drops  out  he  gets  back  the 
actual  cash  be  paid  into  the  company  ? 

Mr.  Rked.  Plus  interest 

The  Chairman.  Plus  interest ;  yes. 

Mr.  Kebd.  Provided  he  drops  out  before  his  subscription  is  com- 
pleted. 

The  Chaiksian.  You  do  not  pay  him  the  12  per  cent  and  the  in- 
terest, too?  .  .    .      : 

Mr.  Reed.  No;  but  when  his  subscription  is  completed,  he  get  his 
stock  certificate,  just  as  any  other  stockholder  does,  and,  of  course, 
the  corporation's  control  over  his  stock  ceases. 

The  Chairman.  When  it  is  paid  for? 

Mr.  Eeed.  When  it  is  paid  for ;  yes. 

The  Chairman.  I  see. 

There  is  some  arrangement  there  by  which  the  survivors  receive  a 
proportion  of  the  money  that  would  have  gone  to  the  fellow  that 
dropped,  is  there  not? 

Mr.  Seed.  Yes. 

The  Chairman.  How  does  that  operate  ? 

Mr.  Reed.  One  who  drops  out  while  his  subscription  is  uncom- 
pleted forfeits  this  accumulated  $5  a  year  that  has  been  accruing  on 
his  stock.  That  drops  back  into  the  fund  which  is  paid  to  all  of  the 
employees  of  that  particular  class.  In  that  sense,  there  is  a  certain 
survivorship ;  but  only  in  that  sense. 

The  Chairman.  Say  half  of  them  drop  out.  Do  the  other  half, 
instead  of  getting  a  $5  bonus,  get  a  $10  bonus? 

Mr.  Reed.  I  think  that  is  so ;  but  I  have  not  any  positive  informa- 
tion.    I  tliink  it  is  prorated  amon^  the  survivors.    So  I  am  told. 

The  Chairman.  This  $5  bonus  is  not  paid  at  the  end  of  each  year. 
but  it  is  credited  on  the  books.    Is  that  correct  ? 

Mr.  Reed.  It  is  credited  on  the  subscription  at  the  end  of  each  year. 

The  Chairman.  And  it  is  not  paid  to  them? 

Mr.  Reed.  No. 

The  Chairman.  Until  the  total  stock  is  paid  for.  They  are  al- 
lowed this  $5  as  a  credit,  and  whenever  the  money  that  the  man  pays 
on  his  stock,  plus  this  bonus,  equals  the  face  value  of  the  stock,  you 
turn  the  stock  over  to  him  like  anybody  else  who  has  bought  a  share 
of  stock? 

Mr.  Reed.  That  is  quite  correct,  Mr.  Chairman,  except  in  one  re- 
spect The  price  of  the  stock  is  not  the  face  value.  It  is  usually  an 
arbitrary  price,  something  less  than  the  market  value. 

The  Chairman.  Whenever  he  pays  the  amount  for  which  you 
agree  to  sell  him  the  stock  ? 

Mr.  Reed.  Precisely. 

The  Chairman.  I  was  going  to  ask  you  or  Mr.  Farrell  this:  If 
Tou  discharge  a  man  for  any  reason — suppose  he  does  not  quit,  but 
he  is  not  loyal  or  is  not  competent,  and  you  discharge  him — what 
becomes  of  that  accumulated  bonus  ? 
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Mr.  Reed.  The  same  result  follows  as  if  he  withdraws  voluntarily. 
That  is  one  fund. 

The  Chairman.  So  that  this  amount,  say  for  10  or  12  shares  for 
each  man,  causes  a  large  amount  of  money  to  be  hung  up  that  way, 
and  this  amount  becomes,  in  a  way,  a  hostage  for  his  efficiency  and 
loyalty  ? 

Mr.  Eeed.  As  an  employee  receiving  under  $800  is  allowed  to  sub- 
scribe for  one  share  of  stock 

The  Chairman.  Is  an  employee  receiving  less  than  $800  only 
allowed  to  subscribe  for  one  share  of  stock  during  his  25  years  of 
service? 

Mr.  Reed.  No  ;  one  share  each  year. 

The  Chairman.  Then  he  might  have  25  shares  at  the  end  of  25 
years;  one  share  for  each  year? 

Mr.  Reed.  But  23  of  them  would  be  fully  paid  for. 

The  Chairman.  I  see. 

Mr.  Reed.  He  would  have  two  or  three,  at  the  outside. 

The  Chairman.  Does  he  have  to  pay  for  the  share  in  one  year,  if 
he  subscribes  in  one  year? 

Mr.  Reed.  It  usually  takes  about  three  years,  dependent  upon  the 
price. 

The  Chairman.  Can  he  not  take  five  years  to  pay  for  it? 

Mr.  Reed.  I  am  told  that  three  years  is  the  limit. 

Mr.  Gardner.  What  is  the  biggest  hostage  you  ever  had  ? 

Mr.  Reed.  I  do  not  know ;  but  it  is  not  very  big,  Mr.  Gardner. 

May  I  finish  my  statement,  Mr.  Chairman  ? 

The  Chairman.  Certainly. 

Mr.  Reed.  That  is  part  of  this  distribution  of  profits  to  employees. 
There  is  the  other  part,  the  reward  fund,  of  which  Mr.  Farrell  was 
speaking;  and  I  think  that  one  of  his  answers,  where  I  interrupted 
liim,  was  not  responsive  to  your  question. 

You  asked  whether  these  special  rewards  for  extraordinary  ability 
were  paid  out  of  what  you  called  the  bonus  fund,  or  the  reward 
fund,  and  he  answered  that  it  was  not  a  part  of  the  stock-subscription 
plan. 

All  of  those  rewards  are  paid  out  of  that  fund.  Last  year  it  was 
about  $1,400,000 ;  and  all  rewards  for  extraordinary  ability  that  are 

gaid  from  the  corporation  come  from  that  fimd,  do  they  not,  Mr. 
'arrell? 

Mr.  Farrell.  Yes. 

Mr.  Reed.  Practicallv  all  ? 

The  Chairman.  That  is  the  same  fund  from  which  this  $5  bonus 
is  paid  ? 

Mr.  Reed.  No;  the  $5  on  the  stock  has  nothing  to  do  with  it. 

The  Chairman.  That  is  a  bonus  or  reward  fund;  a  separate  and 
distinct  fund? 

Mr.  Reed.  Yes.  That  is  a  fimd  appropriated  by  the  directors  at 
the  close  of  the  year,  to  be  distributed  among  the  subsidiary  com- 
panies, and  by  them  distributed  to  the  most  meritorious  among  their 
men. 

The  Chairman.  Just  as  a  prize? 

Mr.  Reed.  As  a  prize  or  reward. 

The  Chairman.  For  any  extraordinary  service  ? 

^Ir.  Reed.  For  any  extraordinary  service. 
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The  Chairman.  Have  you  any  other  fund  besides  those  two  ? 
Mr.  Beed.  Of  course,  it  is  already  in  evidence  that  we  have  the 

Eension  fund  for  old  employees,  and  we  have  the  work  accident  re- 
ef fund. 

The  Chaibican.  Those  are  constituted  in  the  same  way  ? 

Mr.  Reed.  They  have,  been  explained  already. 

The  Chairman.  If  the  men  remain  in  the  service  they  get  it,  and 
if  they  do  not,  they  do  not. 

Mr.  Young.  The  Carnegie  fund  applies  to  the  men  also? 

Mr.  Reed.  That  has  been  consolidated  with  a  fund  of  twice  its 
size  appropriated  by  the  corporation.  They  have  $12,000,000  now — 
I  believe  tnat  is  the  amount — for  pensions  to  aged  employees.  And 
those  pensions,  to  correct  the  chairman,  if  I  may,  are  paid  regardless 
of  whether  or  not  the  man  is  in  the  service  of  the  corporation;  be- 
cause, usually,  he  is  too  old  to  be  in  the  service. 

The  Chairman.  I  meant  the  pension  is  paid  to  the  man  only  in 
the  event  that  at  the  time  he  is  pensioned  he  is  an  employee  of  the 
concern.  I  did  not  express  myself  as  accurately  as  I  might  have 
done. 

Mr.  Reed.  Oh,  yes. 

And  the  work  accident  relief  is  paid  regardless  of  where  he  works. 

Mr.  Farrell,  Those  are  voluntary  funds.  The  men  do  not  con- 
tribute to  those  funds. 

Mr.  Reed.  The  men  do  not  contribute  to  any  of  those,  funds. 

Mr.  Bartlbtt.  It  is  not  taken  out  of  their  money  ? 

Mr.  Reed.  There  is  no  assessment  for  any  of  the  four  funds  I  have 
mentioned. 

The  Chairman.  I  asked  for  a  letter  from  Mr.  Qayley,  read  at  the 
meeting  of  the  finance  committee  of  the  United  States  Steel  Cor- 
poration November  10,  1893,  showing  average  cost  of  carrying  ore 
by  the  Pittsburg  Steamship  Co.,  Mitchell  Fleet,  and  Wilson  Fleet. 
.    Mr.  Farrell.  We  have  that  letter,  Mr.  Chairman. 

Mr.  Reed.  We  might  as  well  produce  that  here. 

The  Chairman.  Yes.  We  wul  just  turn  that  over  to  Mr.  MacRae 
when  he  comes. 

Mr.  Reed.  The  rest  of  these  papers  we  will  have  in  New  York  for 
Mr.  MacRae.  They  are  too  bul^  for  you  to  go  through  now,  Mr. 
Chairman. 

The  Chairman.  I  have  a  request  here,  Mr.  Reed,  for  furnishing 
tonnage  of  ore,  coal,  and  other  properties  carried  between  ports  upon 
the  Great  Lakes  for  the  past  five  years,  separating  the  tonnage  of 
ore,  coal,  and  other  commodities. 

Mr.  Reed.  Mr.  Chairman,  that  request  we  did  not  understand.  If 
it  means  what  it  says  literally,  we  have  not  either  the  data  or  the 
means  of  obtaining  it.  If  it  means  only  the  tonnage  transported  by 
the  Steel  Corporation  or  the  tonnage  owned  by  the  Steel  Corporation 
and  transported  by  itself  and  other  persons, 'we  can  get  the  figures 
for  ore  without  dSfficulty,  and  after  a  little  while  we  can  get  the 
figures  on  coal. 

The  Chairman.  I  presume  that  is  the  intention. 

Mr.  Reed.  As  to  oflier  commodities,  it  would  be  pretty  hard  to  get 
them.  We  have  the  ore  figures  for  Mr.  MacRae  at  New  York,  and 
the  ooal  figures  will  be  ready  within  a  week  or  two. 
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The  Chairaian.  This  was  suggested  by  Mr.  Mannington,  and  in 
his  absence  I  will  suggest  that  you  furnish  the  ore  and  coal  figures. 
You  know  your  total  toimage? 

Mr.  Reed.  I  do  not  know  about  supplies.  There  is  a  small  amount 
of  supplies.   We  can  get  the  ore  and  tne  coal  fiurures. 

The  Chaibman.  Yes;  the  ore  and  the  coalfigures,  and  the  differ- 
ence between  that  and  your  total  tonnage 

Mr.  Reed.  Would  show  it. 

The  Chaibman.  I  think  that  would  satisfy  him.  If  not,  I  will  com- 
municate with  you  further. 

I  want  to  suggest,  in  order  to  save  the  Steel  Corporation  trouble 
and  expense  and  in  order  to  save  the  committee  loss  of  time  find 
unnecessary  expense,  that  I  will  ask,  if  you  have  not  already  don.e  sp, 
that  you  communicate  with  the  presidents  of  these  companies. 

Mr.  Reed.  You  mean   as  to  the  subpoenas  for  these  books  ? 

The  Cecairmax.  Yes. 

Mr.  Reed.  As  we  have  already  exi)lained  to  the  committee,  we  feel 
that  we  are  in  rather  a  delicate  position  in  the  production  of  minutes 
that  were  kept  before  we  had  anything  to  do  with  these  companies. 
We  feel  that  we  would  not  be  warranted  in  using  any  control  that 
we  might  have  over  those  minutes  to  have  them  bring  those  pai>ers 
here. 

Mr.  Bartlett.  I  do  not  think  that  was  the  suggestion  of  the  chair- 
man or  of  the  committee.  As  I  understand  from  Mr.  MacRae's  re- 
port, they  declined  to  give  them  without — not  the  direction,  but 
without  the  consent  of  the  officers  of  the  Steel  Corporation. 

Mr.  Reed.  I  might  explain  to  Judge  Bartlett  that  we  are  not  in  a 
position  to  decline  anything  that  is  subpoenaed. 

Mr.  Bartlett.  I  understand  that. 

Mr.  Reed.  If  your  committee  subpoenas  Mr.  House  to  bring  in 
the  minutes  of  the  Duluth  &  Iron  Range  away  back  in  1893,  we  are 
in  no  position  to  instruct  him  to  ignore  that  subpoena. 

Mr.  Bartlett.  I  understand. 

Mr.  Reed.  The  idea  in  my  mind  was  that  I  could  save  the  com- 
mittee expense  by  notifying  the  chairman  or  his  office  when  Mr. 
House  happened  to  be  in  the  East,  so  as  to  avoid  the  necessity  for 
sending  a  messenger  all  the  way  to  Duluth  and  putting  a  needless 
expense  on  the  committee.  But  we  can  not  waive  the  service  of  the 
subpoena  on  him. 

The  Chairman.  No.  This  is  what  I  am  suggesting:  There  are 
a  great  number  of  these  books  and  papers  that  are  a  record  of  the 
acte  and  doings  of  these  subsidiary  companies  since  they  became  the 
property  of  the  Steel  Corporation — since  this  merger. 

Mr,  l&EED.  The  Universal  Portland  Cement  is  one  that  occurred 
to  me  in  that  class. 

Mr.  Bartlett.  Mr.  MacRae  stated  in  this  letter  to  us  that  they 
were  not  produced  because  they  were  delayed  by  their  saying  that 
they  would  have  to  get  into  communication — I  do  not  ImoW  Aat 
they  used  the  word  "  consent " — ^but  that  they  would  have  to  consult 
with  the  officers  of  the  Steel  Corporation. 

Mr.  Reed.  I  think  that  was  the  answer  that  some  of  these  sub- 
sidiary presidents  made  when  Mr.  MacRae  went  directly  to  them. 
They  did  not  want  to  do  anything. 
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Mr.  Bartlett.  My  suggestion  was,  and  I  want  to  be  absolutely 
corre4:;t  about  it,  to  sav  that  you,  so  far  as  the  Steel  Corporation  is 
concerned,  had  no  desire  of  your  own  that  they  should  withhold  the 
bo<^  and  papers. 

Mr.  Reed.  No.  We  shall,  of  course,  do  nothing  to  obstruct  the 
service  of  the  subpoena  or  to  keep  those  books  from  being  produced. 

Mr.  Bartlett.  I  knew  you  would  not. 

Mr.  Reed.  For  instance,  if  Mr.  Hager  is  subpoenaed  to  produce 
the  Portland  Cement  Co.'s  books,  and  they  happen  to  be  in  Mr. 
Bolling^s  office  waiting  to  be  read,  Mr.  Hager  is  entitled  to  have 
those  books  to  produce  them  before  the  committee.  I  think  we 
would  be  in  contempt  of  the  committee  if  we  did  anything  else. 

The  Chairman.  My  idea  is  that  these  books  that  contain  the 
records  of  the  proceedings  of  the  operations  of  these  companies  since 
the  consolidation  are  constructively  in  the  control  of  the  president 
of  this  company  or  of  some  other  executive  officer. 

Mr.  Reed.  Mr.  Parrell  can  best  answer  that,  Mr.  Chairman.    I  do 
not  think  he  has  ever  seen  them. 
.  Hie  Chairman.  He  does  not  have  to  see  them. 

Mr.  RfeED.  I  do  not  think  he  knows  where  they  are. 

The  Chairman.  The  president  of  a  bank  need  never  see  the  boo^ks 
of  the  bank,  but  he  is  the  ma!n  on  whom  process  should  be  served. 
He  can  not  say,  "Ask  the  cashier.    I  never  saw  the  books." 

The  fact  that  he  has  never  seen  them  or  knows  nothing  about  their 
whereabouts  is  a  matter  between  President  Farrell  and  the  Steel  Cor- 

E oration,  but  his  knowledge  of  those  books  does  not  change  at  all 
is  status  as  the  person  upon  whom  process  should  be  served. 

Mr.  Reed.  It  seems  to  me,  Mr.  Chairman,  that  the  person  to  serve 
would  be  the  custodian  of  the  particular  company  whose  minutes  are 
wanted. 

Mr.  Bartleit.  The  custodian ;  ^es. 

The  Chairman.  I  will  take  this  up  with  the  committee,  but  the 
con^ol  of  this  company,  as  indicated  by  their  minutes,  is  so  extensive 
and  their  powers  are  so  extensive  that  it  is  not  like  the  ordinary 
case  of  a  holding  company.  For  instance,  the^  must  report  every 
expenditure  of  $10,000  or  over.  These  companies  have  nothing  ex- 
cept a  ministerial  capacity.  Their  major  operations  are  all  directed 
by  the  one  controllii^  head,  and  they  all  advise  us  along  that  line ; 
that  is  their  impression.  Mr.  Dinkey  and  all  the  rest  of  them,  when 
we  get  after  them,  say :  "  We  will  consult  New  York.  If  they  have 
no  objection,  all  right.  They  are  their  books,  and  not  ours.  We 
have  no  right  to  do  anything  with  these  books  until  we  are  so  directed 
by  them.'* 

I  would  suggest,  for  that  reason,  in  order  to  save  brining  Mr. 
Farrell  back  here  and  thrashing  this  thing  out,  or  taking  it  up  on 
the  floor  of  the  House,  which  would  be  very  unpleasant  to  me,  that  I 
throw  out  the  idea  that  a  suggestion  of  Mr.  Farrell  to  the  heads  of 
these  departments  of  his  entire  willingness  to  have  them  furnish 
these  books  and  papers,  giving  notice  of  the  fact  that  subpoenas  will 
be  served  on  them,  would  save  a  good  deal  of  trouble^  time,  and  ex- 
pense. Mr.  MacRae  is  of  the  opinion  that  the  majority  of  these 
books  are  in  New  York. 
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Mr.  Reed.  I  am  not  advised  as  to  that,  Mr.  Chairman,  but  I  can 
certainly  answer  the  chairman's  suggestion  by  saying  that  I  would 
not  want  to  represent  a  client  who  would  deliberately  instruct  the 
presidents  of  his  subsidiary  companies  to  ignore  the  subpoena  of  this 
conmiittee  for  the  production  of  oooks  which  are  in  their  custody. 

The  Chaibman.  jL  am  asking  that  he  do  more  tiian  that,  or  suggest^ 
ing  it — ^that  he  notify  the  presidents  of  these  companies  of  the  &ct 
that  he  considers  them  the  custodians  of  these  books  and  papers; 
that  this  suggestion  be  given  by  Mr.  FarreU  to  the  persons  up<m 
whom  process  is  to  be  served,  in  order  that  they  may  know  that  they 
are  the  parties  who  must  answer  to  this  committee  for  a  failure  to 
obey  its  subpoena. 

Mr.  Eeed.  I  do  not  think  there  will  be  such  a  Question  about  it 
Each  of  those  men  feels  that  he  is  the  custodian  of  tne  minutes  of  his 
company. 

Mr.  Bartlett.  Is  there  anything  in  the  charter  or  bv-laws  or  rules 
or  regulations  of  the  Steel  Corporation  as  to  what  shall  be  done  with 
the  rooks  of  the  old  companies  ? 

Mr.  Reed.  Not  a  word,  sir.    I  am  sure  of  that. 

Mr.  Danforth.  Is  not  the  secretary  of  the  Steel  Corporation  the 
man  who  is  the  actual  custodian  of  the  books  ? 

Mr.  Reed.  Of  the  books  of  the  Steel  Corporation;  yes,  sir. 

Mr.  Danforth.  Does  he  not  have  control,  in  some  way,  over  the 
books  of  the  other  corporations? 

Mr.  Reed.  I  do  not  think  he  ever  sees  them. 

Mr.  Farrell.  There  is  a  secretary  of  each  coinpany. 

Mr.  Dakforth.  Does  he  not,  by  reason  of  being  secretary  of  the 
holding  company,  have  control  of  the  other  companies'  records} 

Mr.  Reed.  No,  sir.  He  has  no  authority  whatever  over  the  secre- 
taries of  the  other  companies,  and  no  control  over  their  goods  at  all. 
There  is  a  good  deal  of  autonomy  left  in  the  subsidiary  compinies. 

Mr.  Bartlett.  You  are  the  holding  company? 

Mr.  Reed.  Yes;  the  majority  stockholder. 

Mr.  Farrell.  The  operations  of  the  subsidiary  companies  are  au- 
tonomous to  a  very  large  extent. 

Mr.  Danforth.  If  these  books  are,  as  surmised,  in  New  York,  at 
the  offices  of  the  United  States  Steel  Corporation,  are  they  not  in  the 
custody  of  the  secretarv  of  the  corporation? 

Mr.  Reed.  I  do  not  know  that  they  are  in  New  York  in  the  first 
place. 

Mr.  Danforth.  Assuming,  for  the  sake  of  the  argument,  as  seems 
to  have  been  assumed  by  some  of  the  members  of  the  conmiittee,  that 
they  are  there,  are  they  not  in  the  custody  of  the  secretary  of  the 
steel  corporation  ? 

Mr.  Reed.  That  depends  on  what  assumption  you  make,  Mr.  Dan- 
forth. If  you  assume  that  they  are  in  his  office  I  will  assume  that 
they  are  in  his  custody.        • 

Mr.  Danforth.  In  the  offices  of  the  Steel  Corporation? 

Mr.  Reed.  I  do  not  know,  sir.    I  can  not  answer  that. 

Mr.  Gardner.  As  a  practical  question,  is  there  any  objection  to 
Mr.  Farrell  saying  to  the  heads  of  the  subsidiary  companies,  "  Give 
us  those  books"? 

Mr.  Farrell.  It  does  not  come  under  my  function.  I  am  in  charge 
of  the  commercial  and  manufacturing  operations  of  the  corporation* 
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The  chairman  of  the  corporation  and  the  finance  committee  are  in 
charge  of  the  finances  ajid  the  books  of  the  company,  and  the  auditing 
and  accounting. 

Mr.  Gabdker.  Then  I  will  say  Mr.  Gary  instead  of  Mr.  Farrell. 

Mr.  Reed.  A  question  like  that  would  oe  referred  to  counsel  as  to 
whether  these  men  were  obliged  to  obey  the  subpcena,  and  counsel 
would  have  to  tell  them  that  they  were.  I  do  not  think  anybody  in 
the  corporation  would  dare  to  advise  them  otherwise. 

Mr.  Gardner.  It  is  very  easy  to  see,  to  my  mind,  that  the  United 
States  Steel  Corporation  is  not  the  proper  person  to  serve  with  that 
subpoena.  They  are  the  majority  stockholders.  We  do  not  serve 
subpoenas  on  stockholders  to  produce  books.  Once  a  year  they  can 
impose  their  power.  The  rest  of  the  year  their  power  is  purely  ad- 
visory, and  is  disobeyed  at  the  peril  of  the  boara  of  directors'  or  the 
officers. 

Mr.  Eeed.  That  is  it. 

Mr.  Gardner.  It  seems  to  me  the  proper  persons  on  whom  to  serve 
the  subpoenas  are  the  officials  of  the  subcompany. 

Mr.  Farrell.  That  is  a  clear  statement. 

Mr.  Gardner.  As  to  back  books  that  may  be  stored  in  the  secre- 
tary's office  in  New  York,  there  may  be  a  different  custody  to  those ; 
but  I  am  speaking  of  the  current  books  of  the  company,  and  it  seems 
to  me  it  is  perfectly  simple  for  you  to  straighten  it  out,  Mr.  Heed. 

Mr.  Reed.  There  is  nothing  to  straighten  out  after  your  state- 
ment, Mr.  Gardner.   There  is  nothing  left  to  straighten  out. 

The  Chairman.  We  have  been  trymg,  Mr.  Garcmer,  very  patiently 
for  about  six  months  to  get  hold  of  these  boohs. 

I  sent  Mr.  MacBae,  with  two  assistants,  to  Pittsburgh  to  examine 
the  books  of  the  Carnegie  Co.  Mr.  Dinkey  was  very  courteous  and 
he  said  he  would  be  delighted  to  show  them  to  us,  but  he  was  a  mere 
employee  without  any  discretion  in  the  matter,  and  he  would  have 
to  do  exactly  what  they  told  him  to  do  in  New  York.  And  he  imme- 
diately called  up  Mr.  Lindabury  and  others,  and  they  waited  two 
days  there  for  counsel  to  advise  and  consult ;  and  at  the  end  of  that 
time  they  were  just  where  they  had  started. 

They  produced  the  books  of  the  Carnegie  Co.  l>r  a  certain  length 
of  time.    The  rest  they  could  not  get. 

They  went,  then,  to  see  the  president,  I  think,  of  the  bridge  com- 
pany ;  and  I  think  he  told  them  that  it  Judge  Gary  or  Mr.  Farrell 
wanted  to  turn  those  books  over  to  them,  they  could  do  it,  but  he 
would  be  damned  if  he  would. 

Mr.  Farrell.  That  does  not  sound  like  him,  Mr.  Chairman. 

The  Chairman.  I  do  not  know  which  one  it  was.  It  was  one  of  the 
presidents  of  those  companies,  and  Mr.  MacRae  has  written  me  about 
it  in  a  letteri  I  do  not  recall  which  one  it  was,  but  one  of  the  presi- 
dents made  that  remark — ^to  which  I  took  no  particular  offense,  even 
though  the  English  was  picturesque. 

After  being  so  advised  by  one  after  another  of  the  presidents  of 
the  subsidiary  companies,  the  chairman  of  the  committee  came  to  the 
conclusion  that  pernaps  tbey  knew,  and  that  the  proper  thing  would 
be  to  serve  this  process  upon  the  president  of  this  company,  just  as 
you  serve  a  process  upon  the  president  of  a  railroad  if  you  are  suing 
that  railroaa,  or  the  president  of  a  bank  if  you  are  suing  the  bank.  ^ 
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Mr.  Gardner.  They  are  not  holding  companies,  Mr.  Chairman. 
Banks  and  railroads  are  not  holding  companies. 

The  Chairman.  I  understand ;  but  this  holding  company,  you  will 
find  by  examining  the  records  very  carefully,  exercises  a  control 
that  is  broad  and  general  and  enters  into  the  details  of  the  business. 
This  compam^,  while  it  does  not  manufacture,  does  more  than  divide 
dividends.  I  felt,  therefore,  that  the  quickest  way  was  to  have  Mr. 
Farrell  here  and  nnd  out.  iSince  he  has  advised  us  that  he  is  not  the 
custodian  of  those  hooks  and  ha^  no  control  over  them,  of  course 
we  will  move  on  the  presidents  of  <3iese  various  companies. 

Mr.  Gardner.  That  is  the  natural  place  to  move. 

Mr.  Bartlett.  We  have  a  resolution  already  passed  by  this  com- 
mittee, introduced  by  Mr.  Gardner,  to  that  eflPect 

Mr.  Gardner.  Precisely ;  to  do  exactly  that  thing. 

The  Chairman.  There  is  no  doubt  but  what  we  will  get  them  or 
get  the  people  who  have  control  of  them. 

Mr.  Gardner.  When  you  ask  for  a  voluntary  surrender  of  books 
and  the  directors  v are  in  continual  touch  with  the  majority  stock- 
holder, naturally  they  say  they  mtlst  consult  New  York ;  but  if  you 
issue  a  proceess  to  the  person  who  16  legally  and  properly  in  custody 
of  the  books,  then  they  do  not  have  to  consult  anybody  except  their 
lawyer,  which  they  do,  as  a  matter  of  fact,  and  obey  the  subpoena. 
.  The  Chairman.  The  subpoenas  will  be  issued  immediately  to  these 
various  presidents,  and  we  will  see  what  they  have  to  say. 

Mr.  Gardner.  Let  me  ask  a  question,  Mr.  Beed.  Would  not  old 
books,  even  though  they  might  be  deposited  for  security  in  some  place 
in  New  York,  be  constructively  in  the  custody  of  the  officers  of  the 
subsidiary  corporations  ? 

Mr.  Reed.  In  the  custody  of  the  officers  of  the  subsidiary  corpo- 
rations that  made  those  books. 

Mr.  Gardner.  You  said  awhile  ago,  in  reply  to  a  question,  that  if 
they  were  in  the  secifetary's  office  you  would  think  they  were  in  the 
secretary's  custody.  It  did  not  seem  to  me  that  that  was  necessarily 
so.  They  might  oe  stored  in  the  office  of  the  secretary  of  the  Steel 
Corporation  and  still  be  constructively  in  the  custody  01  the  secretary 
of  tne  subsidiary  corporation. 

Mr.  Reed.  I  did  not  mean  to  be  facetious,  but  that  is  what  I  had 
in  mind  in  making  that  answer. 

I  agree  with  you  perfectly,  Mr.  Gardner,  that  the  president  or 
secretary  of  the  subsidiary  company^  that  made  those  books  are  the 
people  who  are  in  custody  of  them,  in  the  sense  in  which  that  term 
IS  used  in  this  matter. 

Mr.  Gardner.  Let  us  go  a  step  further.  Some  of  these  subsidiary 
companies  are  in  themselves  holding  companies? 

Mr.  Heed.  Yes. 

Mr.  Gardner.  And  have  never  been  amalgamated,  even  in  them- 
selves. Supposing  we  want  the  stock  books  of  the  Lorain  Steel  Co.. 
which,  I  suppose,  is  a  case  like  that? 

Mr.  Eeed.  I  think  the  Lorain  Steel  Co.  still  keeps  its  corporate 
existence. 

Mr.  Gardner.  That  is  to  say,  the  National  TubQ  Co.  holds  its  stock. 
The  proper  person  from  whom  to  get  the  books  of  the  Lorain  Steel 
Co.  would  be  the  secretary  of  the  Lorain  Steel  Co..  would  it  not  ? 
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Wherever  it  is  a  case  of  a  holding  corporation,  you  must  go  to  the 
corporation  that  is  held  ? 

Mr.  Keed.  Exactly;  and  that  is  why,  sir,  I  gave  you  the  names 
of  the  officers  yesterday  of  the  very  corporations  whose  boolra  you 
asked  for. 

We  have  already  explained  our  position  at  ^at  length  to  the 
conmiittee,  that  we  think  there  is  a  trust  relation  that  we  owe  to 
the  former  owners  of  those  companies.  The  committee  disagrees 
with  us  on  that,  and  that  is  the  reason  we  have  to  ask  you  to  resort 
to  your  process*  instead  of  our  getting  these  books  in  some  way  and 
bringing  them  here. 

The  Chairman.  We  will  serve  the  process  on  those  companies. 

I  have  here,  Mr.  Reed  and  Mr.  Farrell,  a  process  for  Mr.  W.  B. 
Schiller,  president  of  the  Lake  Terminal  Railway.    Is  he  here? 

Mr.  Reed.  Mr.  Chairman,  in  accordance  with  the  arrangement 
made  with  the  committee's  accountants  and  railroad  experts,  sanc- 
tioned by  yourself,  I  believe,  it  was  agreed  that  Mr.  Schiller  need 
not  appear,  if  he  sent  the  information  that  the  committee  wanted. 

The  Chaibman.  I  will  say  right  here  that  Mr.  Mannington  and  - 
Mr.  Wooley  requested  this  mformation,  and  I  told  Mr.  Reed  that 
as  far  as  1  was  concerned  he  could  furnish  it  to  them  and  it  would 
meet  with  my  api)roval,  but  I  preferred  to  consult  the  committee 
about  it  before  taking  any  positive  action. 

Mr.  YouNQ.  What  sort  of  information  is  it?  Something  contained 
in  documents? 

Mr.  Reed.  Merelv  statistical  data. 

Mr.  YouNO.  Ana  those  things  have  been  furnished,  have  they? 

Mr.  Reed.  Not  yet. 

Mr.  YouNO.  But  they  will  be  furnished? 

The  Chairman.  Yes.  They  consist  of  statistics  showing  tl\e  total 
tonnage  of  all  freight  moved  over  the  lines  operated  and  controlled 
by  the  Lake  Terminal  Railway  Co.  for  the  fiscal  year  ending  1910, 
and  statistics  showing  the  total  tonnage  of  freight  received  by  said 
Lake  Tenninal  Railway  Co.  from  connecting  lines,  etc. 

Mr.  Reed  says  that  Mr.  Schiller,  as  I  understand^  agrees  to  turn 
over  this  information  to  Mr.  Mannington,  to  the  satisfaction  of  Mr. 
Mannington. 

Mr.  Reed.  Better  than  that,  Mr.  Chairman,  I  have  the  informa- 
tion prepared  on  the  forms  that  Mr.  Mannington  approved.  I  have 
them  here  with  me,  and  will  give  the  information  to  the  committee 
now.    It  is  not  very  extensive.    [Handing  papers  to  the  chairman.] 

The  Chairman.  Thank  you. 

Mr.  Reed.  That  ought  to  have  been  signed.  Mr.  Chairman,  but  it 
18  correct,  and  that  is  in  the  form  suggested  oy  Mr.  Mannington. 

The  Chairman.  All  right. 

Mr.  Dan  FORTH.  Mr.  Farrell,  you  have  been  in  charge  of  the  export 
business  of  the  Steel  Corporation,  I  believe? 

Mr.  Farrell.  Yes. 

Mr.  Danforth.  Do  you  happen  to  have  seen  an  article  by  T. 
Good,  published  in  the  December  number  of  the  Atlantic  Monthly, 
1911,  on  the  subject  of  the  German,  British,  and  American  exports 
of  steel  products! 
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Mr.  Fakrell.  I  read  the  article.  Mr.  Good  is  a  writer  who  has 
freauently  written  similar  articles  with  respect  to  the  British  iron  and 
steel  industry  and  the  German  ii'on  and  steel  industry,  and  he  has 
apparently  turned  his  attention  to  the  American  iron  and  steel  in- 
dustry. I  might  say  that  while  Mr.  Good  is  a  very  fluent  writer,  his 
articles,  with  respect  to  the  British  and  German  industry,  are  just  as 
pessimistic  as  the  one  that  he  has  written  for  the  Atlantic  Monthly. 

Mr.  Danporth.  What  do  you  say  with  regard  to  the  statements  he 
makes  in  regard  to  the  amount  ot  exports!  Are  those  figures  ac- 
curate in  this  article? 

Mr.  Farrell.  I  prepared  a  reply  to  the  article  of  Mr.  Good,  not 
for  publication,  but  for  the  chairman  of  our  corporation,  which,  if  I 
am  nermitted  to  do  so,  I  will  read. 

Mr.  Danforth.  If  it  answers  in  detail  these  statements. 

Mr.  YotJNG.  That  seems  to  be  rather  a  brief  article  that  you  have 
there  Mr.  Farrell,  and  I  would  like  to  hear  it. 

Mr.  Farrell.  It  remains  to  be  seen  whether  it  answers  it  or  not. 
That  is  a  matter  of  opinion. 

Mr.  Danforth.  I  would  like  to  hear  it. 

Mr.  Farrell  (reading) : 

A  BRITISH   VIEW  OF  THE  STEEL  CORPORATION. 

The  article  under  the  above  caption,  by  Mr.  T.  Good,  in  the  December  Bam- 
ber  of  the  Atlantic  Monthly,  is  presented  by  its  author  as  "  a  brief  review  and 
criticism  of  the  American  steel  trade  and  of  the  big  Steel  Trust  in  iiarticalar, 
from  a  purely  British  point  of  view." 

The  writer  of  the  article  takes  for  granted  and  bases  arguments  upon  a  num- 
ber of  suppositions  which  have  little  or  no  foundation  in  ftict.  For  instance,  be 
says,  "We  find  one  company  (the  United  States  Steel  Corporation)  aiming  ap- 
parently at  a  monopoly  of  the  entire  iron  and  steel  industry  of  this  country  and 
actually  controlling  half  the  trade  and  owning  half  the  capacity  of  production.** 

As  a  matter  of  fact,  the  steel  corporation  has  never  aimed  at  a  monopoly;  in 
fact,  no  one  knows  better  than  those  who  have  created  and  managed  this  great 
corporation  that  a  monopoly  of  the  American  iron  and  steel  trade  is  neither  possi- 
ble nor  desirable.  Notwithstanding  popular  delusions  to  the  contrary,  there  Is 
no  such  thing  as  a  monopoly  or  anything  approaching  a  monopoly  of  the  natural 
resources  necessary  to  the  successful  conduct  of  the  iron  and  steel  industry. 
Perhaps  the  best  proof  of  this  is  the  undoubted  fact  (mentioned  by  Mr.  Good 
himself)  that,  since  the  steel  corporation  began  business  10  years  ago,  much  new 
capital  has  been  attracted  to  the  country,  many  new  furnaces  and  mills  have 
been  erected,  and  output  has  been  largely  increased.  It  Is  not  conceivable  that 
new  capital,  adiountlng  to  hundreds  of  millions  of  dollars,  would  have  been  In- 
vested In  an  industry  dependent  upon  supplies  controlled  by,  or  which  were  lo 
aiiy  danger  whatever  of  being  controlled  by,  a  monopoly. 

Mr.  Good  admirably  states  In  the  second  paragraph  of  his  article  the  principal 
results  of  the  existence  of  the  steel  corporation,  and  is  good  enough  to  admit 
that  "all  this  would  have  been  beneficent  work,  as  well  as  good  business.  If 
successfully  accomplished.'*  He  then,  however,  proceeds  to  question  the  success 
of  the  accomplishuietu  by  presenting  a  mixture  of  fact  and  fiction.  In  which  the 
latter  largely  predominates. 

For  instance,  he  tells  us  that  *Mn  1S99  It  was  calculated  thnt  steel-msking 
pig  iron  was  produced  in  the  United  States  $6  per  ton  cheaper  than  In  England, 
and  that  standard  steel  rails  were  manufactured  $7  per  ton  cheai^er  than  In 
the  old  couutry,  and  that  before  the  Steel  Trust  was  organized  the  cost  of  pro- 
ducing pig  Iron  had  been  got  down  as  low  as  $6  per  ton,  and  American  costs 
all  along  the  line,  from  mining  ore  to  rolling  rails,  plates,  and  structural  ma- 
terials, were  at  a  level  which  defied  British  competition." 

To  anyone  conversant  with  the  real  conditions  of  the  Industry  in  both  coun- 
tries such  a  misstatement  of  facts  is  grotesque.  It  is  true  that  some  extraordi- 
nary claims  as  to  costs  were  made  by  gentlemen  who  have  since  explained 
that  they  were  not  based  upon  actual  and  complete  costs;  In  fact,  investigation 
would  have  shown  that  they  were  carelessly  made. 
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That  the  cost  of  manufacture  In  some  branches  of  the  iron  and  steel  industry 
has  advanced  in  the  United  States  during  the  past  10  years  is  doubtless  true, 
but  this  advance  is  not  confined  to  the  plants  owned  by  the  Steel  Corporation. 
The  so-called  independent  manufacturers,  who  did  not  purchase  their  phiuts, 
t>ot  wected  them  themselves,  and  who  acquired  their  own  ore  supplies  before 
the  Steel  Corporation  came  into  existence,  have  also  found  their  costs  ndvanced 
to  an  extent  equal  to  those  at  the  plants  owned  by  the  Steel  Corporation.  The 
fact  is  that  whatever  advance  has  taken  place  is  larji^ely  due  to  the  Increased 
cost  of  lal>or,  and  it  is  one  of  the  things  for  which  credit  is  due  the  Steel  Cor- 
poration and  which  alone  would  justify  its  existence  that  the  lot  of  the  steel 
<worl(er  in  America  has  been  appreciably  improved  during  the  10  years  of  its 
^existence. 

Mr.  Good  seems  obsessed  with  the  idea  that  the  capture  of  the  llon*s  share 
of  the  export  trade  of  the  world,  and  whatever  price  may  be  necessary  to  ac- 
complish It,  is  one  of  the  chief  aims  and  objects  of  the  American  manufacturer, 
and  that  because  the  Steel  Corporation  has  not  Indulged  in  duuipinj;  tartics  and 
taking  the  export  trade  of  the  British  and  German  steel  manufacturers  away 
from  them  it  has  been  a  failure;  in  fact,  to  quote  Mr.  Good,  ''Thus  it  comes 
about  that  the  Steel  Trust  has  justified  neither  the  hoi)es  that  it  raised  at 
home  nor  the  fears  it  inspired  abroad." 

The  British  steel  industry  in  modem  times  must  export,  in  order  to  live,  some 
40  per  cent  of  its  steel  production;  German  steel  manufacturers  roust  exTM>rt 
aomething  like  50  per  cent  and  Belgium  60  per  cent  of  their  total  production. 
Failure  to  do  this  means  the  throwing  out  of  employment  of  large  numbera  of 
workmen  and  disastrous  conditions  generally. 

In  the  United  States  not  only  is  the  production  of  iron  and^  steel  products 
greater  than  that  of  Great  Britain,  Germany,  and  Belgium  combined,  but  the 
•consumption  Is  so  much  greater  that  exports,  while  desirable  at  ssitisfactory 
prices  and  upon  satisfactory  conditions,  are  not  of  such  vital  necessity  as  in 
CIreat  Britain,  Germany,  or  Belgium. 

During  the  period  preceding  the  formation  of  the  Steel  Corporation.  In  which 
Mr.  Andrew  Carnegie  said  that  steel  was  either  a  prince  or  a  iiauper,  Anierlcan 
exports  of  steel  products  were  usually  made  at  a  positive  loss,  and  It  is  jterhaps 
excusable  that  European  critics  should  have  formed  the  erroneous  idea  that 
steel  could  t>e  manufactured  at  a  lower  cost  in  America  than  in  Europe.  Tlie 
fkct.  however,  is  that  the  business  consisted  principally  of  dumping  material  In 
foreign  markets  at  any  price  and  upon  any  terms  necessary  to  sell  it.  regardless 
of  cost  in  times  of  depression  in  the  home  market.  Immediately  the  home 
market  resunuHi  its  normal  tone,  the  export  field  was  neglected  and  the  tonnage 
«x|>orted  became  insignificant.  Foreign  connections  were  not  continuous,  and, 
when  the  next  depression  in  the  home  market  occurred,  the  dumping  r^rocens 
would  be  repeated. 

For  such  unscientific  and  wasteful  policy  the  Steel  Corporation  substituted 
the  saner  business  policy  of  maintaining  a  continuous  export  trade  conducted 
t>y  experts,  with  the  result  that  there  has  been  a  great  and  most  gratifying 
increase  in  its  foreign  trade,  even  though  the  United  States  rany  still  he.  In 
Mr.  Good's  opinion,  "a  bad  third  in  the  international  race."  At  the  tinm  of 
the  formation  of  the  Steel  Corporation  the  total  annual  exports  of  all  of  Its 
plants  aggregated  about  250,000  tons,  most  of  which  was  sold  below  the  cost  of 
manufactare. 

If  we  take  into  conpideration  the  fact  that  without  the  rebates 
allowed  by  the  coal,  pig  iron  and  billets,  and  all  of  the  various  manu- 
factures of  raw  materials  that  enter  into  the  finished  product — if 
they  had  not  contributed  to  the  man  that  exported  the  material,  he 
would  have  been  obliged  to  have  exported  6,000,000  tons  at  a  loss. 

This  may  seem  inadequate  from  Mr.  Good's  point  of  view,  but  it  nmy  be  of 
some  satisfaction  to  the  stockholders  of  the  Steel  Corporation  that  the  business. 
If  not  profitable  when  considered  alone,  has  at  least  been  conducted  wlihnnt  the 
necessity  of  throwing  away  millions  of  dollars- of  pr<»flts  derived  from  othc 
business  (as  is  the  case  with  a  great  deal  of  the  Kuropean  exports  of  steel 
products)  and  has  been  of  enormous  value  In  enabling  the  contiuutnis  opera- 
tion of  plants  and  a  consequent  reduction  in  average  costs. 

As  I  stated  yesterday,  at  the  present  time  we  have  about  40.000 
men  employed  m  the  manufacture  of  goods  which  we  are  exporting, 
and  those  men  received  last  year  $39,000,000  or  ^0,000,000  in  wages. 
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It  is  not  the  aim  of  tbe  Steel  Corporation  io  monopolise  the  trade  of  the 
world,  nor  to  drive  its  competitors  out  of  business,  as,  aside  from  the  futility 
of  any  such  policy,  It  could  only  be  pursued  at  an  expense  which  would  not  be 
Justified  by  any  possible  results.  It  is,  however,  certain  that  the  export  basi- 
ness  of  the  Steel  Corporation  will  continue  to  expand  on  safe  and  sane  lines 
and  without  any  jealousy  of  equal  or  greater  expansion  of  the  trade  of  those 
countries  to  whom  exports  are  of  vital  importance. 

Mr.  Danforth.  These  figures  that  Mr.  Good  gives  on  page  827, 
in  regard  to  the  exports  in  1900  and  1910  from  the  three  countries, 
the  United  States,  Great  Britain,  and  Germany,  are  correct,  or  do 
you  know? 

Mr.  Farrell.  They  are  not  correct. 

The  Bureau  of  Statistics  of  the  Department  of  Commerce  and 
Labor  on  January  20,  1912,  published  a  statement  which  is  in  ex- 
istence, and  I  presume  all  of  you  gentlemen  have  it. 

Mr.  Danforth.  Have  you  got  it  there,  tabulated,  so  that  it  could 
be  compared  with  those  figures? 

Mr.  Farrell.  They  say : 

At  the  head  of  the  list  of  exports  of  Iron  and  steel  is  the  United  Kingdona* 
with  a  total  of  $361,000,000»  inclusive  of  $16,000,000  worth  of  agricultural  ma- 
chinery. 

Those  figures  are  not  correct,  because,  while  Great  Britain  actually 
exported  the  materials  to  this  value  and  these  figures  appear  in  the 
returns  to  the  British  Board  of  Trade,  a  ^eat  deal  of  this  material 
is  brought  in  from  other  countries — Belgium,  France,  and  so  on — 
in  a  semifinished  state  and  fabricated,  and  is  reexported  by  Great 
Britain  in  the  form  of  tin  plate,  pipe,  and  other  materials ;  but  it  has 
also  appeared  in  the  exports  of  Germany,  France,  and  Belgium,  and 
it  appears  in  the  imports  of  Great  Britain. 

Mr.  Danforth.  Can  you  give  us  these  same  items  in  tons,  not 
values  ? 

Mr.  Farrell.  Yes ;  I  can  give  you  those. 

Mr.  Danforth.  Have  vou  got  them  there,  so  that  you  can  compare 
them  with  these  figures? 

Mr.  Farrelu  The  exports  of  Great  Britain! 

Mr.  Danforth.  Yes;  ih  1900  and  1910. 

Mr.  Farrell.  I  can  give  them  to  you  for  19il.  ^ 

Mr.  Danforth.  He  does  not  imdertake  to  give  the  figures  for 
1911  in  this  article. 

Mr.  Farrell.  No;  for  1910. 

The  exports  of  iron  and  steel  products  from  Great  Britain  were 
8,812,685  tons. 

The  exports  of  Germany  were  4,226,647  tons. 

The  exports  from  the  United  States  were  1,918,000  tons.  And,  as  I 
recall  it,  Belgium  exported  nearly  1,000,000  tons,  France  about 
700,000  tons,  Russia  a  little  over  1,000,000  tons,  and  Austria-Hungary 
something  like  400,000  tons,  and  Spain  200,000  tons. 

The  export  business  of  the  world  in  iron  and  steel  products  is  not 
confined  to  the  United  States.  Great  Britain  and  Germany  and  all 
of  these  countries  are  producers  and  sell  to  their  colonies  and  to 
markets  where  we  can  not  enter  at  all;  for  instance,  where  there  are 

Brcfei'ential  tariffs,  as  in  the  case  of  Great  Britain.  There  are 
British  colonies,  for  example,  New  Zealand,  where  there  is  a  prefer- 
ential duty  in  lavor  of  material  brought  in  from  Great  Britain  of 
20  per  cent,  which  amounts  to  $5  a  ton. 
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In  Australia  there  is  a  preferential  tariff  in  favor  of  Great  Britain 
amounting  to  about  5  shillings;  say  $1.25.  There  is  a  preferential 
duty  in  South  Africa,  and  in  Canada,  of  course^  there  is  a  counter- 
vaiiing  duty — that  is,  perhaps,  a  polite  name  for  it ;  it  is  pref erentiaL 

Mr.  Reed.  Mr.  Danforth  asked  for  the  figures  for  1900.  Have 
you  got  them  there,  Mr.  Farrell  ? 

Mr.  Fabrell.  I  have  not  the  figures  for  1900  for  these  coun- 
tries; no. 

Mr.  Danfobth.  I  wanted  to  get  those  figures,  if  I  could,  so  as  to 
make  a  comparison  with  these  fi&rures  of  Mr.  Good's. 

Mr.  Farbell.  They  do  not  diner  very  much,  except 

Mr.  Danfobth.  The  figures  for  1910  are  very  different  from  Mr. 
€tood's. 

Mr.  Fabrell.  Mr.  Good's  figures  are  hardly  accurate. 

Mr.  Dakfobth.  I  should  say  not  if  yours  are  accurate. 

Mr.  Fabbeix.  For  example,  a  man  sent  me  a  copy  of  the  Newark 
Evening  News  the  other  night,  calling  my  attention  to  an  article  that 
had  been  written  by  an  economic  writer,  Mr.  Treadwell  Cleveland, 
I  think,  in  which  he  said  that  of  a  total  world's  business  of  44,000,000 
tons  the  United  States  was  in  the  humiliating  position  of  only  hav- 
ingdone  a  million  and  a  half  tons. 

The  total  production  of  pig  iron  in  the  world  is  61,000,000  tons, 
of  which  this  country  has  a  capacity  of  40,000,000  tons,  but  has  never 
produced  more  than  27,300,000  tons. 

I  presume  these  whiters  are  paid  for  space,  and  a  good  many  of 
them  are  accurate  in  their  jBgures;  but  Mr.  Good  has  written  oh  the 
British  industry,  the  German  industry,  and  the  probabilities  are 
that  in  the  course  of  time  he  will  write  an  article  on  the  Italian  in- 
dustry, which  is  a  very  highly  protected  industry,  and  perhaps 
Bussia^here  the  duty  is  $28.67  a  ton  on  rails,  for  example. 

Mr.  Danfobth.  I  have  one  more  question,  Mr.  Farrell.  I  think 
Mr.  Beall  took  it  up  yesterday  with  you,  but  I  would  like  to  have 
a  further  explanation,  if  you  can  give  it  The  steel  manufacturers 
of  rails  have  maintained  the  price  of  the  merchantable  rail  at  1.26 
cents  a  pound,  or  $28  a  ton,  for  a  number  of  years? 

Mr.  Fabbell.  That  has  been  the  market  price. 

Mr.  Danpobth.  I  withdraw  the  word  "  maintained."  The  market 
price  of  merchantable  rails  has  been  at  that  figure  for  a  number  of 
years? 

Mr.  Fabbell.  Yes. 

Mr.  Danfobth.  Has  the  market  price  of  any  other  product  of  the 
iron  and  steel  manufacturers  retamed  the  same  stability  in  price 
during  that  period? 

Mr.  Fabbbll.  Not  to  the  same  extent. 

Mr.  Danfobth.  To  anything  approximating  it  ? 

Mr.  Fabbell.  In  some  commodities;  but,  generally  speaking,  no. 

Mr.  Danfobth.  Can  you  explain  to  the  committee,  why  it  is, that 
the  one  commodity — rails — has  had  this  permanency  in  price  and 
other  commodities  are  so  variable  in  price,  or  have  been  so  variable? 

Mr.  Fabbell.  I  stated,  yesterday,  that  the  character  of  the  rail 
specifications  was  constantly  changing,  and  while  $28  may  have 
seemed  a  high  price,  we  will  say,  in  1900,  to-day  it  does  not  seem  a 
high  price.    Furthermore,  there  are  not  very  many  rail  mills,  and 
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the  cost  of  laying  down  a  modem  rail  mill  to-day  is  something  like- 
$17,000,000. 

In  a  period  of  20  years  it  is  necessary  to  entirely  rehabilitate  or 
rebuild  the  plant. 

As  a  matter  of  fact,  we  have  in  contemplation,  now,  at  the  present 
time,  rebuilding  the  Edgar  Thomson  mill  at  Pittsburgh — ^that  is, 
part  of  it — ana  the  program  calls  for  an  expenditure  of  $6,500,000. 
oo  that  the  profit  obtained  in  the  price  of  rails  is  not  commensurate 
with  the  investment  or  with  the  wear  and  tear  of  the  properties  and 
the  mills. 

Mr.  Dakforth.  But  you  do  not  have  this  difference  in  chemical 
formulae  in  the  preparation  of  other  steel  manufactures? 

Mr.  Farrell.  No;  not  to  the  same  extent. 

Mr.  Danforth.  So  that  I  would  suppose  that  the  price  would  be 
more  nearly  permanent  in  those  others. 

Mr.  Farrell.  Of  course,  under  the  open-hearth  process,  we  are 
enabled  to  manufacture  a  bar  which  the  process  cheapens,  and  the 
bar,  of  course,  answers  the  requirements ;  but  in  the  manufacture  of 
rails  we  are  obliged  to  use  all  sorts  of  elements  such  as  tungsten^ 
titanium,  vanadium — at  $4  a  pound,  I  believe  it  is. 

This  rail  proposition  appears  to  be  phenomenal,  but,  as  a  practical 
proposition,  it  is  one  that  gives  us  a  great  deal  of  concern  as  to 
what  the  ultimate  outcome  of  the  whole  fliing  will  be. 

As  I  explained  yesterday,  we  are  trying  to  give  the  railroads  a 
rail  that  we  think  is  suitable  to  their  requirements,  and  they  want 
a  rail  that  will  last  indefinitely,  and  in  order  to  get  a  rail  that  will 
stand  this  wear  and  tear  they  mcrease  the  carbon  and  the  silicon  and 
the  hardening  elements  in  the  steel. 

Mr.  Reed.  May  I  suggest,  just  in  line  with  your  question,  Mr.  Dan- 
forth, that  it  seems,  according  to  my  information,  that  the  agitation 
among  the  railroads  has  been  to  get  a  better  rail,  rather  than  to 
quarrel  about  the  price. 

Mr.  Danforth.  Apparently  so. 

Mr.  Young.  Is  there  not  another  thing  that  has  had  an  influence 
in  that  direction — the  fact  that  the  railroads  receive  from  the  manu- 
facturers of  iron  and  steel  a  very  much  larger  sum  every  year  in 
freight  than  they  pay  for  rails?  Do  they  not  regard  the  price  for 
rails  as  an  immaterial  matter,  comparatively,  if  they  can  get  the 
freight?  Has  not  that  had  something  to  do  with  the  maintenance 
of  that  price  ? 

Mr.  Farkell.  Certainly. 

The  only  gentleman  that  I  heard  complaining  about  the  price  of 
rails  in  recent  vears  was  Mr.  James  J.  Hill,  and  I  believe  ne  com- 
plained  up  to  the  time  that  he  built  a  railroad  in  Canada.  He  went 
to  Canada  and  had  to  pay  $32  a  ton  for  rails  there  as  against  $28  in 
this  country;  we  have  not  heard  many  complaints  since. 

Rails  are  sold  cheaper,  as  I  stated  yesterday,  in  the  United  States 
than  thev  are  in  any  other  country  in  the  world  that  produces  rails. 

Mr.  Young.  Is  it  also  true  that  the  railroad  companies  generally 
divide  their  rail  orders  among  the  railroads  according  to  the  amount 
of  freight  they  get  from  the  manufacturers. 

Mr.  Farrell.  We  do  not  think  so,  because  we  are  very  large 
shippers,  in  many  cases. 


TTNIXBS)  STATES  STEEL  OOBFORATIOK.  2728 

Mr.  Young.  We  had  one  of  the  directors  of  your  company  that 
told  us  that  was  the  truth,  and  he  was  also  connected  with  the 
Pennsylvania  Railroad. 

Mr.  Fabkell.  They  sometimes  try  to  convince  us  that  we  are  si- 
ting our  share  of  the  business,  but  it  is  all  a  matter  of  reciprocity. 
If  you  furnish  a  very  large  tonnage  of  freight  to  a  railroad,  whether 
it  is  produce  or  steel,  and  the  railroads  are  going  to  buy  anything 
that  you  can  furnish,  you  naturaUy  think  tixAt  you  ought  to  get  some- 
thing relatively  in  proportion. 

Mr.  Young.  If  you  thought  that  any  railroad  was  not  giving  you 
your  fair  share  of  its  orders  for  rails,  and  you  had  the  opportunity 
to  ship  on  some  other  road,  you  would  do  it,  would  you  not  ? 

Mr.  Farrell.  No,  sir.  Tnat  has  not  been  the  policy  of  the  Steel 
Corporation. 

Mr.  Young.  Do  you  treat  those  who  give  you  no  custom  just  as  well 
as  you  do  those  who  do  give  you  custom  ? 

Mr.  Fahrell.  Absolutely ;  and  the  figures  will  support  that.  I  am 
not  trying  to  make  a  plausible  reply  to  your  question.  The  figures 
will  show  that. 

Mr.  Young.  That  is  another  matter  on  which  your  statement  here 
is  somewhat  different  from  the  statements  of  other  gentlemen  con- 
nected with  the  steel  company  who  have  been  before  us. 

Mr.  Seed.  Connected  with  the  Steel  Corporation  ? 

Mr.  Young.  Yes. 

Mr.  Beed.  I  did  not  remember  any  such  testimony. 

Mr.  Young.  One  other  question  on  another  matter  that  was  passed 
over :  You  stated  the  other  day  that  the  net  price  to  you  at  the  mill 
on  a  certain  shipment  of  rails  to  some  foreign  country  was  $24.98. 

Mt".  Farrell.  Yes. 

Mr.  Young.  And  the  matter  was  dropped  there.  Does  this  table 
you  have  prepared  show  the  average  price  to  you  at  the  mill  of  all 
your  foreign  business! 

Mr.  Farrell.  All  the  rails  for  a  year  and  a  half. 

Mr.  Young.  And  what  is  that? 

Mr.  Farrell.  That  average  price  was  $24.72,  if  I  remember  rightly. 
I  prepared  that  table  for  my  own  information.  There  is  no  objec- 
tion to  your  seeing  it.  I  try  to  keep  myself  in  an  intelligent  position 
at  all  times  as  to  what  we  are  doing  in  our  business. 

The  Chairman.  Speaking  of  the  Good  figures  being  inaccurate,  I 
would  like  to  see  what  difference  there  is  between  you  and  Mr.  Good 
on  this  tabulated  statement  of  exports  of  the  three  countries  in  1900 

and  1910. 

Mr.  Good,  for  instance,  makes  the  tonnage  exports  by  the  United 
States  in  1910, 1,154,000  tons.    What  do  you  make  it  for  that  year? 

Mr.  Farrell.  In  1910? 

The  Chairman.  In  1900. 

Mr.  Farrell.  In  1900  ?    IVo  hundred  thousand  tons. 

The  Chairman.  You  make  the  United  States  exports  200,000? 

Mr.  Young.  That  is,  of  the  United  States  Steel  Corporation  ? 

Mr.  Farrell.  Of  the  United  States  Steel  Corporation. 

The  Chairman.  For  1900? 

Mr.  Farrell.  In  1900. 

The  Chairman.  You  exported  200,000  tons? 


2724  UNITED  STATES  STEEL  COBPOBATIOK. 

Mr.  Farrell.  Oh,  no.  I  beg  your  pardon.  I  can  not  answer  that 
question  because  I  do  not  remember  what  the  figures  were.  I  only 
have  records  from  the  time  of  the  formation  of  the  Steel  Products 
Export  Co.,  which  was  in  1903. 

The  Chaibmak.  Do  you  know,  then,  that  Mr.  Good's  statement 
that  the  United  States  exported  1,154^000  tons  is  not  accurate? 

Mr.  Farrell.  I  had  reference  to  his  general  report;  to  his  article. 

The  Chairman.  Do  you  know  what  the  exports  were  of  the  United 
Kingdom  in  1900? 

Mr.  Farrell.  Not  accurately,  no. 

The  Chairmak.  Do  you  know  that  3,213,000  tons  is  not  correct! 

Mr.  Farrell.  I  should  say  it  is  approximately  correct. 

Mr.  Young.  That  is  for  1900? 

The  Chairman.  Yes. 

Mr.  Farrell.  Yes. 

I  have  a  fair  recollection  of  what  those  countries  have  been  doinc 
for  a  number  of  years,  because  I  made  a  study  of  it  before  we  took 
tlie  business  up. 

The  Chairman.  He  gives  the  exports  of  Germany  at  838,000  tons 
for  1900.    Is  that  approximately  correct  ? 

Mr.  Farrell.  I  do  not  think  sa   ^ 

The  Chairman.  Where  do  you  think  it  is  wrong? 

Mr.  Farrell.  Because  I  thmk  that  is  the  exports  of  the  Rhenish 
provinces.    I  do  not  think  that  is  the  exports  of  the  Empire. 

The  Chairman.  Have  you  any  figures  on  the  subject,  accurately? 

Mr.  Farrell.  Not  with  me. 

The  Chairman.  How  far  do  you  think  they  are  wrong — from  your 
memory  or  your  impression  ? 

Mr.  Farrell.  I  would  not  want  to  say.  ^ 

The  Chairman.  Is  it  approximately  correct? 

Mr.  Farrell.  No;  I  should  not  think  so. 

The  Chairman.  About  how  much  were  thev? 

Mr.  Farrell.  I  do  not  want  to  be  quoted  ns  to  the  figures  without 
having  an  opportunitv  to  verify  them — without  looking  them  up. 

The  Chairman.  Is  he  100,000  tons  off  or  500.000  tons  off? 

Mr.  Farrell.  I  should  say  he  is  nearer  500,000  tons  off. 

The  Chairman.  Do  you  think  it  is  more  or  less  than  that? 

Mr.  Farrell.  I  should  say  about  500,000  tons  more. 

The  Chairman.  Take  lOiO.  He  gives  the  exports  of  the  United 
States  at  1,535,000  tons.    What  do  you  say  about  that? 

Mr.  Farrell.  For  1910, 1  should  think  that  was  about  correct,  be- 
cause our  exports  in  that  year  were  1,341,000  tons,  and  the  balance  of 
the  exports  of  other  manufacturers  would  about  make  that  up. 

The  Chairman.  Then  he  gives  the  exports  of  the  United  King- 
dom at  4,594,000  tons.    What  do  you  thmk  about  that  for  1910? 

Mr.  Farrell.  I  think  that  probably  is  correct;  but  it  must  be 
borne  in  mind  that  Great  Britain  brings  in  1,000,000  tons  which  it 
fabricates  and  reexports. 

The  Chairman.  I  understand  that. 

For  Germany,  4,868,000  tons. 

Mr.  Farrell.  I  should  say  that  is  probably  right. 

The  Chairman.  Judge  Bartlett  wants  to  ask  a  question. 

Mr.  Danporth.  You  gave  those  figures  differently  to  me,  Mr. 
Farrell. 
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Mr.  Beed.  He  gave  you  the  figures  for  1911. 

Mr.  Dakforth.  No.  He  gave  me  the  figures  of  1910,  and  he 
^ve  me  different  figures,  in  all  three  cases,  from  those  just  men- 
tioned. I  think  you  gave  the  exports  from  the  United  States  as 
something  like  1,900,0M)  tons. 

Mr.  Fabbbll.  That  was  for  1911,  Mr.  Danforth.  I  beg  your 
pardon. 

Mr.  Dakfobth.  I  asked  for  the  figures  for  1910. 

Mr.  Fabbelu  I  had  the  figures  before  me  for  1911. 

Mr.  Babtlett.  I  want  to  ask  a  question :  We  sometimes  hear  about 
the  independents  in  steel  manufacture.    Who  are  they  ? 

Mr.  Fabbell.  I  do  not  know  where  the  term  originated,  Judge 
Bartlett.  The  press,  the  Newspapers,  sometimes  call  them  ^^inde- 
pendents." 

Mr.  Babtlett.  Can  ^ou  mention  some  of  the  people  that  are  en- 
gaged in  the  steel  business  that  are  called  independent  manufac- 
turers? 

Mr.  FABBEUi.  I  can  name  a  number  of  manufacturers  outside  of 
the  United  States  Steel  Corporation. 

Mr.  BABTLETr.  Does  that  classify  these  people,  according  to  the 
general  acceptation  of  that  term — ^those  who  are  outside  of  the  steel 
-corporations  are  known  as  "  independents "  ?  Is  that  what  you 
mean? 

Mr.  Fabbell.  I  presume  so. 

Mr.  Babtlett.  The  Pennsylvania  Steel  Co.  in  1904  was  not  a  part 
of  the  steel  corporation? 

Mr.  Fabbell.  No,  sir.  It  has  never  been.  It  is  an  outside  com- 
pany. 

Mr.  Babtlett.  Men  engaged  in  the  manufacture  of  steel  and  iron 
products  who  are  independents  have  often  met  with  you  gentlemen 
at  these  Gary  dinners,  have  they  not? 

Mr.  Fabbell.  The]r  have  attended  the  Gary  dinners;  yes.  Mr. 
Beall  yesterday,  I  think,  read  from  one  report  that  90  per  cent  of 
the  inaustry  have  been  represented  at  times. 

Mr.  Babtlett.  That  is  true.  Is  there  any  difference  in  the  price 
of  steel  rails  between  the  independents  and  the  steel  corportaion? 

Mr.  Fasrell.  I  suppose  that  everybody  considers  that  $28  is  their 
price  for  rails.  If  you  had  a  house  that  you  thought  was  worth 
$1,500,  and  another  man  had  another  house  exactly  like  it,  he  prob- 
ablv  would  think  he  was  a  poor  merchant  or  real  estate  man  if  he 
sold  it  for  $1,400. 

Mr.  Babtlett.  But  if  I  wanted  to  sell  itr  and  found  somebody  that 
was  obliged  to  have  the  house,  and  one  man  would  not  sell  it  for 
$1,400,  and  I  was  obliged  to  sell  it  and  the  other  man  was  obliged  to 
have  it,  I  probably  would  sell  it  for  less. 

Mr.  Fabbell.  What  you  want  to  know  is  whether  there  is  any 
understanding  or  agreement  on  the  price  of  rails,  I  suppose,  and  I 
answered  that  question  yesterday  by  saying  that  there  was  not,  to 
the  best  of  my  faiowledge  or  belief,  as  far  as  I  know. 

Mr.  Babtlett.  Not  now  ? 

Mr.  Fabbell.  Or  at  any  time,  as  far  as  my  personal  knowledge  is 
concerned. 

Mr.  Babtlett.  You  are  not  familiar  with  the  former  history 
about  the  rail  pool  ? 
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Mr.  Fabreix.  I  am  not  familiar  with  the  history  of  the  business 
that  was  referred  to  yesterday,  before  the  organization  of  the  steel 
corporation,  or  the  testimony  that  has  been  given  here  by  other 
witnesses. 

Mr,  Bartlett.  These  independents  do  the  same  thing  with  re- 
spect to  selling  their  products  cheaper  abroad  that  the  steel  corpo- 
ration has  done? 

Mr.  Farrell.  They  are  doing  the  same  thing.  I  am  glad  to  say 
that  thOT  are  increasing  their  foreign  business  very  much. 

Mr.  Bartlett.  The  chairman  yesterday  read  a  copy  of  a  letter 
from  the  Illinois  Steel  Co.,  dated  March  17^  1904,  in  which  the  rails 
were  being  offered  to  Mr.  Jackson,  the  president 

Mr.  Farrell.  The  president  of  the  Tamaulipas  Railroad. 

Mr.  Bartlett.  The  Tamaulipas  Railroad,  of  Texas;  yes. 

I  want  to  read  another  letter.  Here  is  a  letter  that  I  find  from 
H.  F.  Martin,  who  was,  on  April  14,  1904,  the  general  manager  of 
sales  of  the  Pennsylvania  Steel  Co.    Do  you  know  him  ? 

Mr.  Farrell.  There  is  a  Mr.  Martin,  general  sales  agent.  I  do 
not  recall  his  initials. 

Mr.  Bartlett.  On  April  14, 1904,  it  seems  that  he  addressed  a  let- 
ter to  the  same  parties  to  whom  the  letter  that  was  read  yesterday 
was  addressed — ^to  C.  Jackson,  president  Ferro-Carril  de  Tamauli- 
pas, Laredo,  Tex. 

The  letter  is  as  follows : 

The  Pennsylvania  Steel  Oo., 

Philadelphia,  Pa,,  ApHl  H,  190^. 

Deab  Sib:  T  rails.  Answering  your  letters  of  March  5  and  March  15.  we 
have  already  written  you  in  reply  to  these  letters,  addressing  same  to  points 
noted  on  your  letterhead,  "  Nuevo  Laredo,  Mexico,"  and  these  letters  have  been 
returned  to  us  undelivered. 

We  therefore  address  you  at  Laredo,  Tex.,  and  trust  this  letter  will  reach  you 
without  delay. 

We  will  be  pleased  to  furnish  you  1,000  to  1,500  tons  65  or  70  pound  A.  S.  C.  C. 
section  T  rails,  30-foot  lengths,  usual  10  per  cent  shorter  lengths,  first  qualities^ 
$34.02  per  ton;  necessary  angle  supplies  plates,  $1.05  per  100  pounds.  AU 
f.  o.  b.  cash  our  mills,  with  freight  allowed  to  Laredo,  Tex.  And  upon  final 
delivery  of  these  rails  into  Mexico  we  will  rebate  our  within  prices  for  rails  to 
$26.75  per  gross  ton,  second  quality ;  all  other  conditions  are  noted  herein. 

If  favored  with  your  order,  we  will  give  same  prompt  and  careful  attention, 
shipping  promptly  thereafter  as  vessels  are  available  to  carry  same.  Terms  of 
imyment  to  be  satisfactory  to  our  treasurer. 

The  within  for  prompt  acceptance. 

Thanking  you  for  your  inquiry  and  hoping  to  be  favored  with  your  order» 
Yours,  truly, 

H.  F.  Martin, 
^  Oeneral  Manager  of  Sule9. 

Mr.  Farrell.  What  is  there  about  that  that  appeals  to  you,  Judge 
Bartlett  ? 

Mr.  Bartlett.  Would  that  same  price  be  given  to  a  purchaser  of 
rails  to  be  used  in  the  United  States  ? 

Mr.  Farrell.  I  could  not  answer  that.  The  letter  is  from  a  com- 
pany with  which  we  have  no  relations  of  any  kind  whatever. 

Mr.  Bartlett.  The  point  suggested  is  that  it  is  very  similar  to 
a  letter  which  was  written  by  the  manager- — 

Mr.  Farrell  (interposing).  The  probabilities  are  that  they  would 
manufacture  those  rails  at  Sparrows  Point,  perhaps  from  Cuban  ore 
and  foreign  speigeleisen  and  foreign  ferro  manganese  on  which  they 


TTNTCBD  STATES  STEEL  OOBFOBATIOK.  2727 

would  get  a  drawback  from 'the  Oovemment  when  th^  export  it, 
and  in  order  to  collect  the  drawback  from  the  Government  they 
would  have  to  have  evidence  of  exportation.  The  only  way  they 
could  get  exportation  evidence  is  to  have  the  landing  certificate  in 
Mexico.  The  term  they  employ  there  is  not  mysterious.  It  is  one 
that  is  required  by  law. 

Mr.  Bartlett.  Then  it  was  the  custom,  both  of  the  Steel  Corpora- 
tion and  of  the  independents,  to  sell  rails  cheaper  abroad  than  at 
home? 

Mr.  Farbell.  Apparently ;  from  that  letter. 

Mr.  BABTLETr.  It  was  the  practice  of  the  Steel  Corporation  to- 
do  so? 

Mr.  Farsell.  I  stated  so  yesterday. 

Mr.  BAKTLErr.  Yes;  and  you  do  not  know  of  your  own  knowl- 
edge whether  other  steel  rail  manufacturers  did  the  same  thing? 

Mr.  Farbell.  Occasionally  they  get  business  that  we  have  been 
very  anxious  to  get,  so  that  we  naturally  suppose  that  they  have  sold, 
pernaps,  at  a  lower  price  than  we  have. 

Mr.  BARTLBrr.  When  were  you  in  charge  of  the  United  States 
Steel  Products  Export  Co.? 

Mr.  Farrell.  At  the  time  of  the  formation  of  the  company,  Octo* 
ber  1,  1903. 

Mr.  BARTLBTr.  In  1904  you  were  the  president  of  the  company? 

Mr.  Farrell.  I  was  the  president  of  the  company ;  yes. 

Mr.  BARTLETr.  Some  time  in  1904  was  there  sold  by  the  Steel  Cor- 
poration a  large  lot  of  rails  to  the  Canadian  Pacific  Railway  ?  Do- 
you  remember? 

Mr.  Farrell.  I  saw  that  mentioned  in  one  of  the  hearings  here.  I 
made  a  note  of  that. 

Mr.  Reed.  While  that  is  being  found,  I  would  like  to  suggest  that 
the  evidence  shows  that  a  large  part  of  the  ores  used  by  the  Pennsyl- 
vania Steel  Co.  has  come  from  abroad.  Consequently  they  would 
get  a  larger  rebate  from  the  Government  on  their  commodities  than 
would  the  Steel  Corporation. 

Mr.  Bartlett.  Yes.    The  drawback,  you  mean. 

Mr.  Reed.  Their  drawback ;  yes. 

Mr.  YouNO.  That  duty  on  the  Cuban  ore  is  only  12  cents,  is  it  nott 

Mr.  Farrell.  At  the  present  time  it  is,  but  in  1904  it  was  40  cents  a 
ton. 

Mr.  Young.  Yes;  that  was  before  the  reduction. 

Mr.  Reed.  That  ore  runs  rather  low  in  iron,  too,  so  that  there  are 
several  tons  of  ore  to  a  ton  of  rails. 

The  Chairman.  That  dut]^  on  the  Cuban  ore  is  not  on  the  metallic 
content,  but  on  the  gross  weight  as  it  comes  in  ? 

Mr.  Reed.  Yes.  That  is  why  there  is  more  than  12  cents  drawback 
on  a  ton  of  rails. 

Mr.  Farrell.  The  duty  is  15  cents,  but  there  is  a  preferential  tariff 
of  20  per  cent,  which  brings  that  down  to  12  cents. 

Your  question.  Judge  Bartlett,  was  in  connection  with  the  Cana- 
dian Pacific  Railway  ? 

Mr.  Bartlett.  Yes';  some  time  in  1904. 

Tlie  Chairman.  I  want  to  get  this  drawback  statement  in  my  head^ 
if  YOU  will  pardon  me  for  a  moment,  Judge. 

Mr.  Bartlett.  Very  weU. 
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The  Chairman.  Do  they  get  a  drawback  on  the  total  amoant  of 
ore  imported  to  make  a  ton  of  metal  ?    Is  that  it? 

Mr.  Farrell.  Mr.  Hughes  could  answer  that  question  while  I  am 
looking  through  my  papers.  Would  you  permit  Mr.  Hughes  to 
answer  that  question? 

The  Chairman.  I  do  not  care,  just  so  it  is  answered.  I  want  to 
know,  for  my  own  information. 

Mr.  Hughes.  The  total  amount  of  the  duty  paid  on  any  imported 
material  used  in  the  manufacture  of  products  exported  is  rebated  by 
the  Government  upon  the  showing  of  satisfactory  proofs  of  the  actaaJ 
exportation  of  any  of  the  material  to  any  foreign  country. 

The  Chairman.  If  it  takes  3  tons  of  Cuban  ore  to  make  1  ton  of 
pig  iron,  or  if  it  takes  8^  tons  of  Cuban  ore  to  make  1  ton  of  steel 
rails,  they  get  a  drawback  on  the  3^  tons  imported? 

Mr.  Hughes.  Yes;  less  1  per  cent 

Mr.  Bartlett.  They  get  99  per  cent  of  the  duty? 

Mr.  Hughes.  Yes;  practically. 

Mr.  Farrell.  Pardon  me^  Judge  Bartlett,  what  was  your  question? 

Mr.  Bartlett.  Whether  m  1904,  or  about  that  time,  the  steel  cor- 
poration sold  to  the  Canadian  Pacific  Railroad  a  large  number  of 
isteel  rails? 

Mr.  Farrell.  No. 

Mr.  Bartlett.  It  did  not? 

Mr.  Farrell.  No.  The  United  States  Steel  Products  Co.  had  not 
sold  any  rails  to  them  for  a  period  of  over  six  years. 

Mr.  Bartlett.  Or  the  steel  corporation  ? 

Mr.  Farrell.  Those  rails  were  evidently  sold  by  the  Pennsylvania 
Steel  Co.,  probably  from  their  tide-water  plant,  and  perhaps  deliv- 
ered to  St.  Johns,  New  Brunswick,  or  somewhere  where  the  water 
freight  might  be  $1.60  or  $2  a  ton. 

We  are  not  in  the  very  exceptional  position  in  this  export  business, 
in  some  instances,  that  some  ox  our  competitors  are  in  wno  are  bring- 
ing in  foreign  materials. 

Our  money  is  expended  in  this  country.  We  do  not  buy  20,000,000 
tons  in  Sweden  and  pay  for  it  there.  We  do  not  spend  our  money  in 
Cuba.    We  are  spending  our  money  in  this  country. 

Mr.  Bartlett.  You  have  never  sold  the  Canadian  Pacific  Railroad 
any  rails? 

Mr.  Farrell.  Not  for  several  years. 

Mr.  Bartlett.  Have  you  ever  sold  any  in  Canada? 

Mr.  Farrell.  We  have  sold  rails  to  lumber  roads,  and  that  sort  of 
thing.  I  want  to  call  your  attention  to  the  fact^  however,  that  the 
<]uty  in  Canada  on  rails  is  $7.84  a  ton,  and  that  rails  have  been  manu- 
factured there  for  the  past  eight  years,  I  should  say,  off  hand.  I 
have  the  exact  date  somewhere.  In  that  time  the  Canadian  Govern- 
ment has  paid  $16,000,000  in  bounties  to  the  Dominion  Iron  &  Steel 
Co.,  and  others;  the  Dominion  Iron  &  Steel  Co.  is  the  principal  rail 
manufacturer  in  that  country.  They  have  paid  $16,000,000  in 
bounties  to  the  Dominion  Iron  &  Steel  Co.  and  tne  Algoma  Steel  Co., 
at  Sault  Ste.  Marie,  and  other  steel  and  iron  mills. 

Mr.  Bartlett.  At  what  price  do  they  sell  in  Canada? 

Mr.  Farrell.  They  get  from  $32  to  $34  a  ton. 

Mr.  Bartlett.  At  what  price  do  you  sell  to  the  Canadian  pnr- 
-chasert 
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Mr.  Fabrell.  The  lowest  price  at  which  we  sold  was  $26.60  a  toiu 

Mr.  Bartlett.  Where?    At  the  mill? 

Mr.  Fabbell.  F.  a  b.  our  works;  yes.  As  a  matter  of  fact,  the 
cnstoms  law  in  Canada  makes  it  impossible  to  s^ll  American  mate* 
rials  in  Canada  at  less  than  5  per  cent  below  the  domestic  price. 

Mr.  Bartlbtt.  You  say  the  price  was  $26.60? 

Mr.  Fabbell.  Yes.    That  is  5  per  cent  off  of  $28. 

Mr.  Babtlett.  And  the  freight  would  be  what,  to  Montreal  ?  Have 
you  any  idea? 

Mr.  Fabbell.  Three  dollars  and  a  half  from  Pittsburgh. 

Mr.  Babtlett.  That  would  be  $30.10  a  ton  at  which  they  would  get 
the  rails? 

Mr.  Fabbell.  Exclusiye  of  the  duty,  which  is  $7.84  a  ton. 

In  other  words,  the  Canadian  consumer  of  rails,  in  order  to  buy 
our  rails,  would  have  to  pay  $30.10,  plus  $7.84.  If  we  could  get  any 
business  in  Canada  the  consumer  would  pay  that,  and  if  he  buys  rails 
in  Canada  he  would  pay  $32  to  the  manufacturers  who  have  partici- 
pated in  the  $16,000,000  in  bounties. 

Most  of  the  countries  that  are  building  up  these  industries  are 
rather  paternal  with  respect  to  bounties,  aside  from  tariffs.  Would 
you  be  interested  in  knowing  the  duties  on  rails  in  different  coun- 
tries? 

Mr.  Babtlett.  I  have  no  objection  to  having  that  put  in  the  rec- 
ord, if  you  wish  to  offer  it. 

Mr.  Fabbell.  The  present  duty  in  the  United  States,  under  the 
Payne- Aldrich  law,  is  $3.92.  I  do  not  know  what  it  is  going  to  be 
later,  of  course. 

In  Germany  it  is  $6.03 ;  in  France,  $17.70  a  toxk  These  are  the  du- 
ties on  rails.  In  Russia  it  is  $28.67  a  ton;  in  Spain,  $11.76.  There 
are  some  very  lar^  works  in  Spain.  In  Italy  it  is  $11.76;  there  are 
very  large  mills  m  Italy.  In  Austria-Hungary  it  is  $12.32.  In 
Canada  it  is  $7.84. 

Mr.  Babtlett.  You  sell  no  rails  to  those  people  in  those  countries? 

Mr.  Fabbell.  The  duties  are  absolutely  prohibitory.  We  could 
not  overcome  a  duty  of  $28.67  in  Russia,  because  our  freight  to  Rus- 
sia would  be  $5  a  ton.  We  could  not  give  rails  away  and  get  in  the 
country. 

Mr.  Babtlett.  No  American  rails  are  sold  to  Russia — to  the  Sibe- 
rian railroads? 

Mr.  Fabbell.  A  great  many  jrears  ago,  at  the  time  the  Chinese 
Eastern.  Railway  was  built;  I  think  that  was  about  the  time  of  the 
discussion  of  the  Dingley  tariff. 

Mr.  Babtlett.  1897? 

Mr.  Fabbell.  1897 ;  or  it  may  have  been  the  time  that  Gen.  Han- 
cock ran  for  President.    I  think  that  was  in  1884. 

Mr.  Babtlett.  No;  1880. 

Mr.  Fabbell.  Was  it? 

Mr.  Babtlett.  Yes. 

You  stated  yesterday  the  price  of  foreign  rails  was  $24.95;  the 
price  for  rails  to  be  used  abroad  ? 

Mr.  Fabbell.  You  asked  me  with  respect  to  a  specific  transaction 
yesterday,  and  I  said  the  resultant  price  on  that  transaction  was 
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$24.98.  But,  as  I  have  stated  this  morning,  the  average  price  re- 
ceived on  our  exports  of  rails  over  a  period  of  a  year  and  a  half  is 
^24.72. 

Mr.  Eeed.  About  25  cents  difference. 

Mr.  Farrell.  I  find  it  is  exactly  $24.74. 

Of  course,  the  prices  to  those  consumers  of  rails  varied  all  the 
^ay  from  $32  a  ton ;  that  is,  the  price  they  paid  for  them. 

Mr.  Bartlett.  They  paid  the  freight? 

Mr.  Farrell.  That  is  their  cost  The  foreigner  pays  more  for 
his  rails  than  the  consumer  in  this  country. 

Mr.  Bartlett.  He  pays  the  freight? 

Mr.  Farrell.  But  it  is  his  cost.  The  complaint  is  that  the  Ameri- 
•can  consumer  pays  more  for  his  material  than  the  foreigner 

Mr.  Bartlett.  If  you  want  to  put  it  in  the  shape  of  a  complaint, 
that  is  all  right ;  the  complaint  is  that  at  your  mill  you  sell  rails  to 
be  used  by  the  foreign  consumer  at  less  than  you  sell  them  at  your 
jmills — ^the  same  rails — to  the  home  user.    That  is  the  complaint. 

Mr.  Farrell.  The  contention,  perhaps,  I  should  have  said,  Judge. 

Mr.  Bartlett.  It  is  rather  the  admission  that  is  made  here,  I  thij^ 

You  know  W.  G.  Raoul,  who  used  to  live  in  New  York  ? 

Mr.  Farrell.  Have  you  got  the  same  letter  that  was  read  during 
the  discussion  in  the  Senate  several  years  ago  by  Senator  Bacon, 
then  a  Congressman? 

Mr.  Bartlett.  1904. 

Mr.  Farrell.  That  was  by  Congressman  Bacon,  I  think. 

Mr.  Bartlett.  Yes,  sir. 

Mr.  Farrell.  I  remember  that;  yes.    It  is  rather  antique. 

Mr.  Bartlett.  Y^s.    It  is  ancient. 

Mr.  Farrell.  I  think  that  other  illustration  will  answer  the 
rpurpose. 

Mr.  Bartlett.  This  selling  of  steel  products  abroad  to  the  foreign 
■consumer  at  less  than  you  charge  to  the  home  consumer  is  rather 
antique  and  has  been  continued  for  many  years? 

Mr.  Farrell.  Will  not  that  illustration  of  yesterday  illustrate  the 
point  of  the  Tamaulipas  rate  ?    It  is*  the  same  thing,  I  presume. 

Mr.  Bartlett.  Yes.    It  is  the  same  thing. 

Mr.  Farrell.  And  Mr.  Raoul,  I  think,  was  one  of  your  neighbors 
in  Georgia? 

Mr.  Bartlett.  Yes. 

Mr.  Farrlell.  He  was  the  president  of  the  National  'Lines  of 
Mexico  at  that  time,  and  he  also  had  investments  in  Mexico,  and  was 
anxious  to  build  railways  there.  Later  on  he  built  a  railroad  in 
Georgia  and  found  he  had  to  pay  more  money  for  rails,  and  was 
indignant. 

Mr.  Bartlett.  No  ;  I  do  not  think  he  built  a  railroad  in  Georgia 
afterwards. 

Mr.  Farrell.  Yes ;  he  was  interested  in  a  railroad  there. 

Mr.  Bartlett.  He  was  president  of  the  Central  Railroad  and  the 
Southwestern  Railroad  that  has  been  built  since  1853. 

Mr.  Farrell.  But  they  were  building  extension  lines. 

Mr.  Bartlett.  He  said  in  this  letter  that  in  1902  he  secured  bids 
on  steel  rails  for  Mexico  from  the  United  States  mills  at  $24  deliv- 
ered at  Tampico,  while  the  price  being  paid  at  the  same  time  for 
,rails  for  his  road  in  Texas  was  $28  a  ton  at  the  mill. 

Mr.  Farrell.  What  year  was  that.  Judge? 
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Mr.  Babtlett.  1904. 

Mr.  Young.  I  thought  you  said  it  was  1902  ? 

Mr.  Bartlett.  1904.    The  letter  is  dated  1904. 

Mr.  Farrell.  He  refers  to  the  transaction  in  1902, 1  think. 

Mr.  Bartlett.  In  1909,  in  January,  did  not  the  United  States  Steel 
Products  Export  Co.  sell  a  lot  of  standard  rails  for  the  West  Indies 
at  a  price  of  $29.40  per  long  ton  delivered  ?  You  were  the  president 
of  that  company  at  that  time,  ivere  you  not  ? 

Mr.  Farrell.  Possibly  that  was  so.  Is  the  transaction  identified 
there,  Judge? 

Mr.  Bartlett.  No, 

Mr.  Farrell.  They  may  have  gone  to  Jamaica  or  perhaps  to  Ber- 
muda, or  perhaps  to  Porto  Rico;  I  do  not  know.  They  would  be 
«ugar  plantation  rails.    I  do  not  think  they  were  of  heavy  section. 

5fr.  Bartlett.  In  January,  1909,  did  not  the  same  company  quote 
the  sale  of  open-hearth  standard  steel  rails  for  export  to  China? 

Mr.  Farrell.  What  year? 

Mr.  Bartlett.  In  1909,  in  January. 

Mr.  Farrell.  Just  a  moment^  please.  No ;  I  have  a  record  here  of 
a  sale  of  1,886  tons  60-pound  rails  to  Kobe,  Japan,  at  $38.20  delivered 
c.  i.  f.  Kobe,  Japan. 

Mr.  Bartlett.  Is  that  the  only  one  of  record  in  1909? 

Mr.  Farrell.  That  is  the  only  memorandum  I  have  with  me.  Un- 
less you  can  identify  these  transactions  it  is  difficult  to  refer  to  them 
or  to  remember  them. 

Mr.  Bartlett.  I  can  not  give  you  any  more  than  I  have  tried  to 
give  you. 

Mr.  Farrell.  I  do  not  mean  to  question  it,  except  that  of  course,  in 
doing  a  business  of  a  few  million  tons  a  year,  it  is  difficult  to  remem- 
ber particular  instances. 

Mr.  Bartlett.  At  what  price  was  that  sale,  $34? 

Mr.  Farrell.  That  transaction  was  at  $38.20. 

Mr.  Bartlett.  What  were  the  freight  (iiarges  on  it? 

Mr.  Farrell.  I  can  give  them  to  you.  Those  rails  netted  us  $31 
at  the  mill.  That  price  may  sound  strange,  but  at  that  time  there 
was  quite  a  boom  in  the  iron  and  steel  industry  abroad  and,  in  fact, 
in  this  country,  and  export  prices  were  high. 

Mr.  Bartlett.  The  ireight  charges  were  about  $5.60  a  ton  ? 

Mr.  Farrell.  Yes. 

Mr.  Beall.  $7.20  difference? 

Mr.  Bartlett.  I  said  the  freight  charges  were  $5.60  a  ton — that  is, 
ocean  freight. 

Mr.  Farrell.  $38.20  was  the  price  c.  i.  f.  Kobe,  delivered,  and  the 
ocean  freight  was  $5.60.  I  should  think  it  would  be  about  $B1  at  the 
mill,  taking  $1.60  freight  to  seaboard. 

In  that  year,  Judge  Bartlett,  if  my  recollection  serves  me  right,  the 

E rices  we  received  for  rails  for  shipment  to  foreign  countries  was 
igher  than  the  price  we  received  in  the  home  market,  by  reason  of 
the  enormous  demand.  I  think  in  that  year  we  received  $28.12  for 
all  the  rails  we  sold. 
Mr.  Bartlett.  Were  these  open-hearth  standard  steel  rails? 
Mr.  Farrell.  They  were  Bessemer  rails.  I  know  that,  because 
they  came  from  the  Edgar  Thomson  Works,  and  we  did  not  roll  any 
open-hearth  rails  at  t^at  plant 
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Mr.  Bartlett.  What  was  the  domestic  price  then  at  the  mill  ? 

Mr.  Farrell.  $28.  In  that  year  we  got  higher  prices  abroad  than 
we  ffot  in  this  country,  because  of  the  enormous  demand  all  over  the 
world,  and  the  fact  that  the  foreigners  always  put  their  prices  away 
up  when  they  get  a  chance.  We  try  to  keep  them  on  a  level-price 
basis  here,  but  the  foreigner  generally  gets  a  nigh  price  when  he  can. 

Mr.  Bartlett.  You  do  not  sell  any  considerable  amount  of  rails 
to  Canada  ? 

Mr.  Farrell.  Very  few  rails.  Our  rails  would  cost  the  people  over 
there  about  $36  a  ton,  including  the  duty. 

Mr.  Bartlett.  You  do  sell  other  steel  products  of  your  company 
to  Canada  ? 

Mr.  Farrell.  Oh,  yes.    We  sell  a  good  deal  of  material  over  there. 

Mr.  Bartlett.  Is  there  a  difference  in  price  at  the  mill  to  the  people 
who  buy  your  products  in  Canada  and  to  the  people  in  this  country ! 

Mr.  Farrell.  It  depends  upon  the  geographical  position  of  our 
mill.  In  some  cases  it  we  were  to  ship  from  our  Chicago  plants  or 
our  plants  at  Milwaukee,  with  water  freight  of  75  or  80  cents  to 
Port  Arthur  or  Fort  William,  we  might  get  a  higher  price  for 
material  than  we  would  get  if  we  had  to  pay  a  rail  haul  to  Dubuque, 
Iowa,  or  some  place  like  that.    It  is  all  a  question  of  freight 

Mr.  Bartlett.  Have  you  any  special  rates  for  freight,  or  any  ar- 
rangement by  which  you  have  special  rates  of  freight  with  the 
Canadian  railroads? 

Mr.  Farrell.  Absolutely  none.  I  believe  the  Canadian  railroads 
are  under  the  jurisdiction  of  the  Interstate  Commerce  Commission 
on  transcontinental  business.  The  tariffs  are  published  and  there  are 
no  special  rates. 

Mr.  Bartlett.  You  have  no  arrangement  with  themf 

Mr.  Farrell.  Absolutely  none. 

Mr.  Bartlett.  And  none  on  wire  rods,  steel  rails,  nor  blooms  t 

Mr.  Farrell.  No.  The  Canadian  Government  pays  a  bounty  of 
$6.72  a  ton  on  rods,  and  has  paid  it  for  a  great  many  years.  It  has 
recently  been  suspended,  but  I  understand  the  new  Government  are 
considering  putting  it  into  effect  again. 

Mr.  Young.  That  is  on  rods,  you  say? 

Mr.  Farrell.  Yes.  The  bounty  paid  on  rods  for  a  number  of 
years  was  $6.72  a  ton.    That  is  the  bounty  alone. 

Mr.  YouNO.  Yes. 

Mr.  Bartlett.  Did  you  sell  or  quote  prices  for  wire  nails  to  be 
sold  or  delivered  in  Chma  in  the  early  part  of  1909  ? 

Mr.  Farrell.  We  sell  a  great  many  tons  of  wire  nails  to  China^ 
Japan,  and  all  over  the  world. 

Mr.  Bartlett.  What  was  the  price  per  hundred  pounds  at  which 
they  were  sold  and  delivered  on  the  dock  at  New  York? 

Mr.  Farrell.  You  mean  the  basis  price! 

Mr.  Bartlett.  Yes. 

Mr.  Farrell.  The  basis  price  would  be  about  $1.65;  but  the  extras 
on  nails  going  to  foreign  markets  are  higher  than  they  are  in  the 
home  market.  The  card  extras  are  higher.  If  we  are  selling  nails  in 
competition  with  the  Austrians  we  will  use  their  card.  We  f^t  as 
much  as  we  can. 

Mr.  Bartlett.  At  the  same  time,  or  about  the  time  at  which  those 
sales  to  China  were  made  at  $1.65 — ^that  was  $1.65  at  the  mill! 
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Mr.  Farbell.  No.  That  was  $1.66  at  New  York.  The  freight 
would  be  10^  cents  per  keg  on  them. 

Mr.  Babtlett.  At  the  same  time,  what  was  the  price 

Mr.  Faebell.  The  freight  would  be  7  cents  from  one  of  our  mills, 
AUentown,  Pa. 

Mr.  Babtlett.  At  the  same  time,  what  was  the  price  at  the  mill  to 
the  American  purchaser! 

Mr.  Farbell.  I  should  say,  offhand,  and  I  think  it  is  pretty  accu- 
rate, that  the  price  would  be  about  $1.75. 

The  difference  in  the  price  of  wire  nails  for  export  and  domestic 
use  has  been  about  $2  a  ton ;  about  10  cents  a  keg. 

Mr.  Babtlett.  In  the  freight  to  be  delivered  at  New  York  for 
domestic  shipment,  what  would  the  freight  be? 

Mr.  Fabbell.  The  freight  would  be  16  cents  from  Pittsburgh  to 
New  York. 

Mr.  Babtlett.  That  would  be  $1.91  ? 

Mr.  Fabbell.  Yes.  The  freight  from  one  of  our  mills  from  which 
we  do  most  of  our  export  New  York  business,  from  Allentown,  Pa^ 
is  7  cents  a  keg. 

Mr.  Babtlett.  That  is  an  advantage  that  the  foreigner  gets  over 
the  home  purchaser. 

Mr.  Fabbell.  Bj  the  time  the  Chinaman  got  his  nails  to  Tientsin 
or  Hankow,  he  paid  $10  a  keg  for  them.  The  Chinaman  paid  $10  a 
keg  for  them,  and  the  home  buver  paid  $1.76. 

Xf r.  Babtlett.  At  your  mill  i 

Mr.  Fabbell.  Yes. 

Mr.  Babtuctt.  But  by  the  time  the  man  in  Texas  or  Georgia  got 
them  he  would  have  to  pay  proportionately  for  the  freight,  toOi 
would  he  not? 

Mr.  Fabbell.  T  do  not  know  how  that  would  be.  I  notice  the 
Texas  Railway  Commission  recently  has  established 

Mr.  Babtlett.  In  other  words,  the  foreigner  is  not  the  only  man 
that  pays  freight  from  the  port  or  from  the  mill?  The  domestic 
purchaser  pays  the  freight  as  well  as  the  foreigner  ?^ 

Mr.  Fabbell.  He  is  the  consumer,  and  he  pays  it*  He  pays  it  in 
the  cost     I  was  going  to  say 

Mr.  Babtlett.  The  domestic  consumer  pays  it  in  the  cost,  and  when 
it  gets  down  to  Georgia  he  has  to  add  the  freight  to  make  up  the 
cost? 

Mr.  Fabbell.  Will  you  bear  with  me  a  moment,  Judge  ? 

Mr.  Babtlett.  Surely. 

Mr.  Fabbeijl.  If  one  of  your  constituents  bought  a  keg  of  3-penny 
wire  nails,  at  $1.9o  a  keg*  be  would  receive  58,987  nails,  and  it  would 
take  him  13  hours  and  16  minutes  to  count  the  nails  in  that  keg: 
and  I  do  not  think  he  would  work  that  long  for  the  price  he  had 
to  pay  for  the  nails. 

Mr.  Babtlett.  That  may  be  all  true;  but  how  does  that  elucidate 
the  matter? 

Mr.  Fabbell.  That  illustrates  the  fact  that  they  are  cheap.  You 
get  53,987  nails  for  $1.95. 

Mr.  Babtlett.  And  the  Chinaman  pays  less  for  them  at  the  mill 
than  the  Oeorgian  does! 
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• 

Mr.  Farrell.  The  Chinaman  does  not  pay  less.    We  get  less,  but 
I  the  Chinaman  pays  $10  a  keg  for  his  naits,  while  the  American  who 

I  buvs  them  here  pays  $1.95. 

Mr.  Bartletp.  Certainly  the  Chinaman  pays  that,  because  of  the 
!  distance,  and  he  has  to  pay  the  freight. 

Mr.  Farrell.  Of  course. 

Mr.  Bartletf.  You  get  more  out  of  the  Georgian  than  you  do  out 
of  the  Chinaman  ? 

Mr.  Farrell.  No.  We  would  not  get  as  much  out  of  him,  perhaps, 
as  we  would  out  of  somebody  else,  because  you  draw  those  nails  from 
our  Savannah  warehouse.  We  ship  them  down  there  by  water,  and 
you  would  not  have  to  pay  as  much  freight  on  nails  as  Mr.  Beall's 
constituents  might,  perhaps,  because  the  freight  in  the  case  of  hia 
constituents  would  be  more. 

Mr.  Bartlett.  Still,  when  my  constituent  buys  the  nails  from  the 
Savannah  warehouse,  he  has  to  pay  the  ft^igfat,  just  as  the  Chinaman 
dopst 

Mr.  Farrell.  Yes. 

Mr.  Bartlett.  My  proposition  was  to  demonstrate  or  establidi 
that  at  the  factory  the  price  of  these  products  is  cheaper  when  they 
are  exported  than  it  is  to  the  home  consumer,  and  I  think  I  have  done 
that. 

You  spoke  about  your  export  business,  and  you  used  the  words  that 
in  times  of  depression  you  dumped  your  products  in  foreign  coun- 
tries? 

Mr.  Farrell.  I  bee  your  pardon,  Judge;  I  did  not.  I  said  that 
was  the  practice  beiore  the  formation  of  the  United  States  Steel 
Corporation. 

I  want  to  be  clear  on  that.  We  have  never  indulged  in  any  dump- 
ingtactics  since  the  Steel  Corporation  was  formed.  ^ 

We  have  endeavored  to  build  our  business  up  in  these  foreign 
markets  and  convert  it  into  a  money-making  business. 

In  the  days  of  the  Carnegie  Steel  Co.,  however,  and  in  some  of 
the  older  companies,  they  would  sell  their  materials  at  cost  or  less  at 
different  times  abroad,  and  as  soon  as  the  home  business  would  im- 
pn)ve  they  would  not  sell  them  at  all.  That  was  the  reason  they 
always  had  to  sell  at  low  prices  when  they  wanted  to  do  any  business 
abroad*,  because  they  only  sold  when  they  did  not  have  any  trmde 
at  home. 

Mr.  Bartlett.  You  said  also  that  the  Oerman  people  enjoyed 
something  in  the  way  of  bounties  on  steel  exports.    Is  that  true? 

Mr.  Farrbll.  That  is  contributed  by  all  the  manufacturers.  The 
government  does  not  pay  any  bounties  on  steel  production.  They 
contribute  their  portion  through  reduced  rates  on  state  railways. 

For  example,  a  mill  located  at  Dusseldorf  in  Germany  does  not 
have  to  take  into  consideration  at  all  the  freight  from  Dusseldorf 
to  Antwerp  or  Rotterdam.  The  steamship  company  operating  un- 
der a  subsidy  from  the  government  there  makes  a  through  rate  fnotn 
Dusseldorf,  we  will  say  to  Smyrna  in  Turkey,  or  C<mstantinople, 
which  absorbs  the  rate. 

Mr.  YotTNo.  Which  absorbs  the  rail  rate? 

Mr.  Farrell.  Yes. 

Then  the  coal  miner,  the  company  that  produces  the  ooal,  the  com- 
pany that  produces  the  coke,  the  company  that  produces  the  pig  iron 
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and  the  steel,  all  contribute  pro  rata  to  the  man  who  finally  finishes 
the  material  and  who  exports  it. 

Mr.  Bartlett.  There  is  no  law  in  Germany  on  this  subject  that 
you  know  of?  Is  there  any  law  that  grants  cooperative  bounties  on 
steel  products  for  export? 

Mr.  Farrbll.  There  are  no  laws  that  I  am  aware  of  in  Grermany; 
but  I  know  the  Government  is  very  paternal,  because  I  happened  to 
be  in  Germany  two  vears  ago  last  December 

Mr.  Bartlett.  Wliat  do  you  mean  by  "  paternal "  in  that  respect  I 

Mr.  Farrbix.  That  is,  they  encourage  their  manufacturers  by  per- 
mittinjg  these  contributions  by  the  miners  and  producers  of  the  raw 
nMtenal  to  the  man  that  finishes  the  product,  and  they  absorb  these 
inland  freight  rates,  through  a  system  of  steamship  rates. 

Mr.  Bartlett.  Tne  Government  owns  the  railroads? 

Mr.  Farrell.  The  Government  owns  the  railways  and  controls 
the  canals.    I  refer  to  the  Prussian  state  railways,  of  course. 

Mr.  Bartlett.  With  reference  to  the  cost  of  production,  either 
here  or  abroad,  is  that  a  stable  matter?  Does  not  the  cost  of  produc- 
tion vary  both  here  and  abroad  ? 

Mr.  Farrell.  Yes;  to  some  extent. 

Mr.  Bartlett.  It  varies  from  year  to  year,  and  sometimes  from 
month  to  month,  does  it  not? 

Mr.  Farrell.  Yes;  it  is  a  variable  factor. 

Mr.  Bartlett.  And  it  diifers  in  various  countries?  For  instance, 
it  will  be  one  thing  in  Great  Britain  and  another  thing  in  Ger- 
many.   Their  cost  of  production  differs,  does  it  not? 

Mr.  Farrell.  Yes;  I  rather  imagine  their  cost  of  production  is 
likely  to  increase  over  there,  in  view  of  some  legislation  that  is 
going  on. 

Mr.  Bartlett.  It  is  a  fact,  however,  that  the  cost  of  production  in 
this  country  is  not  a  fixed  thing,  is  it  ? 

Mr.  Farrell.  The  cost  of  production  in  the  manufacture  of  steel 
is  largely  a  question  of  the  cost  of  labor  in  producing  the  material. 
I  would  like  to  ^ve  you  a  statement  of  the  wages,  for  example,  paid 
in  one  industry,  if  I  have  it  here.    May  I  do  that  ? 

Mr.  Bartlett,  Certainly. 

Mr.  Farrell.  Take  the  manufacture  of  tin  plate;  the  total  labor 
cost  in  the  manufacture  of  a  ton  of  tin  plate  in  this  country  is  $22,95 
a  ton.  That  is  the  total  labor  cost.  In  Wales  the  total  labor  c*>st  is 
$12.73  a  ton.  There  is  a  difference,  in  the  labor  cost  alone,  of  $10.'22 
per  ton  as  between  the  wapes  paid  in  this  coimtry  and  the  wages  naid 
in  Wales.  This  information  is  absolutely  authentic.  We  pay  nnlera 
$9.76  a  ton  in  the  tin  mills,  and  in  Wales  they  pet  $4.55.  We  pav 
openers,  the  men  who  take  the  plates  when  they  come  from  the  mlts 
and  open  the  plates — ^they  are  rolled  in  what  we  call  **  doubles  " — 
$0.42|  in  this  country,  and  in  Wales  they  receive  $0.80  a  ton. 

The  picklers,  the  men  that  pickle  the  clean  plates  and  remove  the 
scales,  receive  48  cents  a  ton  in  this  country  and  27}  cents  in  Wales. 

The  annealers,  who  soften  the  plates,  receive  87  cents  a  ton  here 
and  66  cents  a  ton  in  Wales. 

The  cold  rollers  receive  62  cents  a  ton  here  and  20  cents  a  ton  in 
Wales.  For  general  miU  operation — that  is,  the  labor  around  the 
mill — ^we  pay  $8,825  in  this  country  per  ton,  against  1.66  in  Walea 
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The  white  picklers,  the  men  who  finally  dean  the  sheets  before  they 
are  tinned,  receive  37^  cents  in  this  country,  against  27  cents  a  ton 
in  Wales. 

The  washers  receive  $1,555  a  ton  in  this  country,  against  $1,245  in 
Wales. 

The  assorting  cost  in  this  country  is  52  cents,  as  against  41}  cents 
in  Wales. 

Boxing  in  this  country  is  46}  cents,  as  against  20  cents  in  Wales. 

Tinning  costs  $1.32}  in  this  countiy,  as  against  $1,245  in  Wales. 

General  tin-house  expenses  in  this  country  are  $2.44,  as  against 
$1.22  in  Wales. 

That  is  all  for  labor.  That  explains,  to  some  extent,  the  difference 
in  the  cost  of  production. 

Mr.  Bartlbtt.  You  refer  there. to  what  country? 

Mr.  Fabbell.  To  Wales.  That  is  the  only  country  that  produces 
tin  plates  to  any  extent.  They  furnish  600,000  tons  a  year.  It  is 
the  home  of  the  tin-plate  industry.  .  .    '    , 

Three  years  ago  I  made  a  personal  study  of  the  conditions  in  the 
iron  and  steel  industries  in  Europe — that  is,  the  labor  conditions — 
and  I  obtained  my  figures  from  the  manufacturers,  and  in  many  in- 
stances they  came  from  the  labor  unions,  so  that  the  figures  are 
absolutely  correct. 

The  result  of  the  complication  of  our  figures  showed  that  we  paid 
in  this  country  in  the  iron  and  steel  industry  two  and  one-fifth  tunes 
the  wages  paid  in  Europe. 

Mr.  Bartlett.  How  much  more  efficient  in  the  way  of  producin^r 
products  is  the  labor  employed  by  you  as  compared  with  the  labor 
employed  in  the  Welsh  mills! 

Mr.  Farrell.  There  was  a  theory  at  one^  time  that  the  labor  in 
this  country  was  more  efficient  thiui  the  skilled  workmen  in  other 
countries^  but  that  time  has  sons  by. 

There  is  one  subject  that  has  not  been  studied  by  political  econo- 
mists or  social  engineers,  and  that  is  the  decrease  in  the  efficiency 
of  a  day's  work  as  comi>ared  with  what  it  was  many  years  ago.  I 
do  not  care  whether  it  is  the  laborer  on  your  farm  or  the  man  in 
the  mill,  you  do  not  set  a  day's  work  out  of  a  man  as  compared  with 
what  you  formerly  did.  As  a  matter  of  fact,  he  does  not  have  to 
work  the  same  as  he  formerly  did. 

I  was  comparing  notes^  with  Mr.  Ralph 

Mr.  Bartlett.  You  think,  then,  that  the  American  laborer,  with 
the  appliances  and  the  improvements  in  American  machineiy,  does 
not  produce  more  in  a  given  number  of  hours  employed  than  the 
foreigner  produces !    Is  that  a  fact  or  not  ? 

Mr.  Farreu^  It  is  not  a  fact  in  the  steel  industry. 

I  was  comparing  notes  the  other  day  with  the  Director  of  the 
Bureau  of  Engraving  and  Printing,  Mr.  Ralph.  He  was  formerly 
a  workman  in  the  steel  works  in  Joliet,  as  a  youth,  contemporane- 
ouslv  with  myself. 

He  visited  recently  some  of  our  mills  in  the  West,  and  we  were 
talking  about  it  the  other  day,  and  we  both  came  to  the  conclusion 
that  the  workmen  m  the  steel  mills  to-day  were  living  in  paradise 
compared  with  the  workmen  of  30  years  ago,  when  Afi.  Ralph  and 
I  started  in  the  business. 

The  Chairman.  At  that  time  the  farm  laborer  got  about  30  cents 
a  day,  and  now  he  gets  $1.50. 
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That  is  true  of  all  laborers^  not  those  in  the  steel  business  alone. 
Mr.  Farbell.  Yes.    But  if  ^ou  have  men  working  around  your 

Slaoe  you  know  if  you  are  getting  as  much  work  out  of  them  as  you 
id  10  years  ago. 

Mr.  Keed.  Tnis  does  not  apply  to  the  lawyers,  does  it  ?    [Laughter.] 

Mr.  Fabbeli«.  I  would  not  care  to  make  any  invidious  comparisons, 
because  I  think  if  I  had  to  start  over  again  I  would  study  law 
rather  than  go  into  the  steel  business.  [Laughter.]  I  feel  the 
necessity  of  having  a  legal  education. 

Mr.  Bartlbtt.  I  understand  you  to  say  on  this  subject  that  the 
American  laborer  is  not  more  emcient,  with  the  better  surroundings 
he  has  got,  with  the  improved  machinery  in  the  production  of  manu- 
factured products,  than  the  foreign  laborer? 

Mr.  Fabbell.  The  steel  industry  has  altered  in  the  last  20  years — 
in  the  last  10  years.  The  hard  work  that  was  formerly  done  in  the 
steel  miUs,  the  pulling  and  hauling,  does  not  exist  any  more. 

Mr.  Bartlbtt.  It  is  done  by  machinery  now  ? 

Mr.  Farbell.  It  is  all  a  matter  of  mecnanical  appliances  and  elec- 
trical transmission. 

Mr.  Bartlett.  Taking  that  into  consideration,  does  not  the  Ameri- 
can man  in  the  steel  mills,  or  the  manufactories  of  iron  and  steel 
products,  produce  more  in  the  same  number  of  hours  than  the  man 
in  (jermany,  for  instance? 

Mr.  Farrelu  You  are  talking  about  the  skilled  workman? 

Mr.  Bartlett.  I  say,  the  American  workmen? 

Mr.  Farrell.  I  should  say  the  skilled  workmen  in  this  country  do 
not  produce  any  more  than  they  do  in  any  other  country  at  the 
present  time. 

Mr.  Bartlett.  What  about  the  other  kind  of  workmen  ? 

Mr.  Farrell.  I  should  say  there  is  not  very  much  difference  be- 
tween an  ordinary  laborer  around  our  works  and  an  ordinary  la- 
borer on  the  other  side,  except  that  instead  of  getting  one  mark 
fifty  a  day — ^that  is,  about  87  cents  a  day — ^he  gets  $1.75  a  day  here. 

Mr.  Bartlett.  Is  not  the  result  of  the  labor — ^the  output  per  man 
in  your  mills  per  day — ^greater  than  it  is  in  Germany  or  in  any 
foreign  coimtry  ? 

Mr.  Farrell.  Not  in  the  production  of  finished  forms  and  ma- 
teriaL 

Mr.  Bartlett.  In  what  sort  of  production  is  it  ? 

Mr.  Farrell.  I  want  to  answer  you  satisfactorily  and  correctly. 
I  should  not  say  that  the  American  laborer  is  anj  more  efficient  or 
produces  anv  more  material  to-day  than  the  foreigner,  although  he 
gets  two  and  one-fifth  times  as  much  pay  for  doing  the  work. 

Mr.  Bartlett.  If  that  be  true,  how  is  it  that  in  the  manufacture. 
of  iron  and  steel  products  the  American  iron  and  steel  manufac- 
turer can  and  does,  with  the  high-priced  labor  and  improved  ma- 
chinery and  appliances,  produce  products  at  a  less  cost  than  the 
foreigier? 

Mr.  Farrell.  You  may  have  information  on  the  subject  that  I  do 
not  possess.  Judge. 

Mr.  Bartlett.  Mr.  Schwab  swore  before  this  committee  in  New 
York 

Mr.  Farrell  (interposing).  I  stated  in  this  brief  that  I  read  on 
the  Good  article  that,  without  mentioning  any  names,  there  had 
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been  a  great  many  careless  statements  made.  I  said  it  was  true  that 
some  extraordinary  claims  as  to  costs  had  been  made  by  gentlemen 
who  had  since  explained  that  they  were  not  based  upon  actual  and 
complete  costs,  and  in  fact  that  investigation  has  shown  that  the  state< 
ments  were  carelessly  made. 

Mr.  Bartlett.  Mr.  Carnegie,  the  other  day,  made  similar  state- 
ments, did  he  not  ? 

Mr.  Farrell.  You  received  his  testimony,  and  you  are  the  best 
judges  of  it. 

Mr.  Bartlett.  Is  Mr.  Schwab  familiar  with  the  costs? 

Mr.  Farrell.  Oh,  yes.  I  should  say  that  he  is  the  best-posted 
man  in  the  iron  and  steel  business  in  this  country  to-day. 

Mr.  Bartlett.  You  do  not  apply  the  same  su^estive  criticisms  to 
his  testimony  that  you  do  to  the  testimony  of  Mr.  Carnegie? 

Mr.  Farrell.  I  think  you  have  in  mind  a  statement  he  made  a 
great  many  years  ago,  that  we  could  produce  rails  for  $16  a  ton. 

Mr.  Bartlett.  I  was  speaking  of  a  statement  he  made  before  this 
committee  in  New  York,  in  1911,  some  time  about  August,  m  which 
he  said  that  they  could  produce  steel  and  iron  products  in  this  coun- 
try now  cheaper  than  they  could  abroad. 

Mr.  Farrell.  I  have  never  heard  such  a  statem^it.  If  it  is  in 
the  record,  I  will  have  it  looked  up. 

Mr.  Bartlett.  It  is  in  the  record,  I  think. 

Mr.  YouNO.  I  think  the  statement  was  that  he  thought  th^  could 
produce  certain  steel  products  in  this  country  as  cheaply,  or  at  about 
the  same  price.  I  think  that  was  the  phrase,  that  they  could  pro- 
duce them  at  about  the  same  price  that  they  could  in  Germany. 

Mr.  Farrell.  That  would  apply  to  one  article  I  have  just  thought 
of.  That  would  apply  to  barbed  wire,  for  example,  because  we  get 
$2  a  ton  more  for  barbed  wire  in  the  foreign  market  than  we  get  here. 

Mr.  Bartlett.  He  stated,  n  my  recollection^  that  they  did  not 
need,  now,  any  tariff  to  protect  them  from  foreign  competition,  but 
that  they  might  in  the  luture,  when  the  foreigner  became  educated 
and  skilled  enough  to  produce  his  products  as  cheaply  as  the  steel 
people  do  now  here. 

Mr.  Farrell.  That  is  true  in  the  case  of  the  Chinese  pig  iron  that 
I  referred  to  yesterday. 

Mr.  Bartlett.  That  is  my  recollection. 

Mr.  Young.  I  think  that  was  said  in  connection  with  the  matter 
of  rails,  and  he  used  this  illustration:  He  said  that  the  largest  rail 
mill  in  Germany  used  only  600  tons  per  day;  that  the  Gary  plant 
was  capable  of  producing  3,000  tons  per  day,  and  that  a  500-ton 
mill,  other  things  being  equal,  could  not  compete  with  a  3,000-ton 
mill. 

Mr.  Bartlett.  He  stated  that  f 

Mr.  YouNo.  It  was  in  that  connection  that  he  made  this  statement. 
I  think  it  referred  entirely  to  rails.  It  was  a  comparison  with 
Germany. 

The  Chairman.  If  it  suits  your  convenience,  Judge,  we  will  take 
our  recess  at  this  point.    It  is  after  1  o'clock. 

Mr.  Bartlett.  All  right.    I  am  through. 

Whereupon,  at  1.10  o'clock  p.  m.,  the  committee  took  a  recess  until 
2.80  o'clock  p.  m. 
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The  committtee  met,  pursuant  to  the  taking  of  recess,  at  2.30  o'clock 
p.  DDL,  Hon.  Augustus  O.  Stanley  (chairman)  presiding. 

lESnHOVT  OF  XB.  J.  A.  FAESELL— Continued. 

Mr.  Bastlett.  I  would  like  to  ask  another  question,  and  then  I 
am  through.  Mr.  Farrell,  are  you  familiar  with  the  methods  of 
making  steel  rails  used  by  the  foreign  manufacturers  in  their  plants  I 
Are  you  familiar  with  some  of  them,  or  with  anv  of  them  t 

Mr.  Fabbxll.  The  process  is  somewhat  similar  in  all  countries. 
There  are  two  processes — the  basic  open-hearth  process  and  the 
Bessemer  process. 

Mr.  Babtlett.  Mr.  Schwab  said,  on  page  1335  of  the  record  of  this 
hearing,  in  New  York,  in  answer  to  a  queS^ion  by  Mr.  Sterling. 

Yes;  and  to-day  we  can  make  rails  Just  as  cheap  as  they  can — 

He  was  speaking  about  foreign  manufacturers — 

Bat  sai^KMe  they  duplicated  our  plants  and  methods,  and  th^  also  had  this 
cheaper  labor  and  transportation    Then,  of  course,  they  could  beat  us. 

Will  you  agree  with  Mr.  Schwab  that  to-day  we  can  make  rails 
inst  as  cheap  as  the  foreigner,  for  the  reason  that  they  have  the 
better  facilities,  approved  methods,  machinery,  and  things  of  that 
sort? 

Mr.  FARBZiiL.  I  do  not  agree  with  Mr.  Schwab  in  that  statement,  if 
that  answers  your  question. 

Mr.  Bartlett.  But  Mr.  Schwab  is  a  very  hiffh  authority. 

Mr.  Fabsell.  He  is.  He  is  an  excellent  authority  in  the  steel 
business;  and  while  Mr.  Schwab  may  be  correct,  at  the  same  time  yon 
asked  me  if  I  agreed  with  him,  and  I  am  making  a  reply. 

I  know  that  European  rail  mills  possess  all  the  facilities  with  re- 
spect to  machinery  and  appliances  tnat  we  possess. 

Mr.  Bartlett.  Then  at  the  present  time  it  is  your  opinion  that 
they  are  equally  fitted  in  capacity  to  produce  rails  as  you  are? 

Mr.  Farreix.  As  a  matter  of  fact,  we  are  copying  a  great  many 
of  their  processes.  In  the  utilization  of  blast  furnace  gases,  for  ex- 
ample, and  the  recovery  of  by-products  in  coke  ovens  we  have  copied 
thmi.    Probably  most  of  them  were  German  inventions. 

Mr.  Bartlett.  What  enables  us  to  produce  steel  rails  in  thb 
country  as  cheap  as  they  can  abroad? 

Mr.  Farrell.  Mr.  Schwab  made  that  statement. 

Mr.  Bartlett.  You  don't  agree  with  him? 

Mr.  Farreli^  I  can  not  agree. 

Mr.  Bartlett.  Very  well.    That  is  all. 

Mr.  Garoner.  Do  you  know  a  publication  known  by  the  name  of 
"A  Decade  in  United  States  Steel "? 

Mr.  Farrell.  Was  that  a  pamphlet  written  by  a  man  named  Hasen, 
a  reporter  on  the  Wall  Street  Journal  ? 

Mr.  Garuner.  The  name  of  the  author  I  do  not  think  appears  on 
it.    It  was  published  by  Dow,  Jones  &  Co. 

"Mr.  Farrelu  Yes.    He  sent  me  a  copy. 

Mr.  Gardner.  Have  you  looked  through  it  at  all? 

Mr.  Farrell.  I  have  not  had  an  opportimity. 
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Mr.  Qabdnee.  You  do  not  know  whether  it  is  complimentary  f 

Mr.  Farrell.  '^  With  the  comi)liments  of  the  author,  W.  E.  Hazen." 
I  have  not  looked  it  over;  no,  sir. 

Mr.  Gabdneb.  Does  it  contain  anjrthing  written  at  the  instigatlQii 
of  the  IJnited  States  Steel  Corporation? 

Mr.  Farbell.  I  said  I  had  not  looked  it  over ;  I  did  glance  at  a 
paragraph  last  evening.  It  was  not  written  at  the  instigation  of  the 
iJnited  States  Steel  Corporation,  because  the  paragrajm  I  refer  to 
was  not  entirely  complimentary. 

Mr.  Gabdneb.  I  wondered  if  you  looked  at  the  tables  there  show- 
ing the  production  during  the  period  of  the  last  10  years.  Ton  are 
unable  to  say  whether  any  of  those  tables  are  correct  t 

Mr.  Fakrellu  1  would  want  to  examine  it  closely  before  I  would 
venture  an  opinion  on  the  subject. 

Mr.  Gabdneb.  I  should  rather  suspect  the  other  side  would  dispute 
the  accuracy,  rather  than  the  United  States  Steel  Corporation.  It 
aeems  to  me  that  that  book 

Mr.  Fabbell  (interposing) .  The  probabilities  are  that  most  of  the 
statistics  in  this  hook  were  taken  from  our  annual  reports. 

Mr.  Gabdneb.  Or  from  the  American  Iron  and  Steel  Institute. 

Mr.  Fabbell.  Yes.  The  probabilities  are  that  the  data  in  the  book 
are  accurate. 

Mr.  Gabdneb.  I  am  going  to  try  one  long  last  effort-  to  see  if  I  can 
get  it  through  my  head  how  it  is  that  the  price  of  rails  has  remained 
uniform  at  $28  a  ton  and  no  other  steel  prices  have  remained  uniform 
for  the  last  10  years,  and  what  the  aifference  is  between  the  two 
rituations. 

This  morning,  in  reply  to  a  question,  you  indicated  that  whereas 
■o  other  steel  commodities  had  been  actually  stable,  some  of  them 
kad  been  relatively  stable? 

Mr.  Fabbell.  Yes. 

Mr.  Gabdneb.  Which  products  have  been  relatively  stable  in  price! 

Mr.  Fabbell.  I  should  say  that  tin  plate  has  been  fairly  stable. 

Mr.  Gardner.  Is  there  any  competition  in  tin  plate  outside  of  the 
United  States  Steel  Corporation  ? 

Mr.  Fabbell.  Yes ;  there  is  as  much  competition  outside  the  Steel 
Corporation  as  there  is  in. 

Mr.  Gabdneb.  Who  makes  tin  plate? 

Mr.  Fabbell.  About  40  companies  outside  of  the  Steel  Corporation, 
companies  like  the  McKeesport  Tin  Plate  Co.,  the  Phillips  Tin  Plate 
Co..  the  Follonsbee  Bros.  &  Co.,  Camahan,  Jones  &  Laughlin,  etc 
Jones  &  Laughlin  have  a  very  lar^e  capacity. 

Mr.  Gabdneb.  You  have  mentioned  great  and  small — Jones  A 
Laufifhiin  and  a  number  of  small  ones. 

Mr.  Fabbell.  Yes. 

Mr.  Gabdneb.  Who  are  the  customers  for  the  tin  plate? 

Mr.  Fabbell.  Canneries,  principallv. 

Mr.  Gabdneb.  Canneries,  principally? 

Mr.  Fabbell.  Yes.  For  instance,  the  salmon-packing  trade  uses 
tin  plate  in  very  large  quantities. 

Mr,  Gabdneb.  Have  you  a  great,  diversified  line  of  customers? 

Mr.  Fabbell.  Quite  a  number,  quite  a  good  many.  These  can- 
neries, of  course,  are  all  over  the  country.  There  is  a  great  deal  of 
fruit  canned  in  New  York,  a  great  deal  of  com  canned  in  Maine,  and 
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there  is  a  great  deal  of  salmon  canned  in  Oregon  and  Washington; 
peaches  in  Delaware,  and  so  on.  Paint  and  on  companies  use  large 
quantiti^  of  tin  plate. 

Mr.  Gabdnbb.  There  is  a  large  tin  can  company,  is  there  not,  the 
American  Tin  Can  Co.,  outside  of  the  Steel  Corporation  t 

Mr.  Fabrsll.  There  is  a  concern  called  the  American  Can  Co. 

The  Chairman.  In  that  connection  I  would  like  to  get  the  account 
of  the  rebate  given  by  the  United  States  Steel  Corporation  to  these 
other  large  customers,  if  he  knows  about  it. 

Mr.  Oardkbr.  Is  there  a  rebate  given  by  the  United  States  Steel 
Corporation  ? 

Tne  Crairmak.  In  the  minutes  there  was. 

Mr.  Farreix.  I  am  only  familiar  with  the  sales  department  since 
I  became  president,  February  1,  1911.  But  I  know  that  during  that 
time  the  Standard  Oil  Co.  and  every  other  company  were  sold  at  a 
flat  price. 

Mr.  Reed.  To  what  minutes  do  you  refer? 

The  Chairman.  The  Carnegie  C;o.'s  minutes. 

Mr.  Gardner.  Prior  to  the  absorption  ? 

The  Chairman.  Yes.  i 

Mr.  Gardner.  I  will  take  that  up  a  little  later. 

What  I  am  trying  to  get  at  is  this:  In  explaining  this  situation 
of  $28  a  ton  for  a  steel  rail,  some  previous  witness  oointed  out  the 
fiict,  and  you  have  indicated  it,  that  there  are  only  four  or  five  cus- 
tomers for  steel  rails,  that  they  are  large  customers 

Mr.  Farrell.  You  mean  producers? 

Mr.  Gardner.  Customers ;  that  is  to  say,  there  are  a  few  railroads. 

Mr.  Farrell.  I  should  say  there  are  great  numbers  of  them,  great 
numbers  of  railroads. 

Mr.  Gardner.  Great  numbers  of  railroads  that  are  large  cus- 
tomers! 

Mr.  Farrell.  Yes,  sir;  great  numbers  of  them.  For  example,  take 
the  Chicago  &  Northwestern.  You  might  not  consider  it  a  great  rail- 
road compared  with  the  New  York  Central,  but  so  far  this  year  they 
have  bought  probably  more  rails  than  the  New  York  Central? 

Mr.  Gardner.  How  do  you  account  for  it?  I  will  put  it  that  way. 
That  the  price  of  steel  rails  remained  $28  and  that  the  price  of  all 
other  steel  commodities  varies  ? 

Mr.  Farrell.  Mr.  Gardner,  my  answer  to  that  question  is  that  the 
cost  of  producing  steel  rails  has  constantly  increased  over  the  past  10 
years.  If  you  have  an  article  that  as  a  manufacturer  you  consider 
is  reasonaUe  in  price,  you  are  not  likely  to  reduce  the  price  of  it 
materially,  if  it  is  constantly  costing  you  more  to  make  it,  having  in 
mind  and  having  regard  for  the  enormous  investment  in  the  plant 
that  is  oroducingtihat  article. 

Mr.  Gardner.  Why  don't  you  go  up  in  price? 

Mr.  Farrell.  We  are.  The  Lehigh  Valley  Railroad  has  paid 
$34.50  for  some  rails;  about  $34.50. 

Mr.  Gardner.  I  am  afraid  I  will  have  to  go  back  another  step, 
then,  and  say:  Is  there  any  difference  in  the  specifications  of  $28 
rails  made  for  one  railroad  company  and  made  tor  another  railroad 
ooinpany,  or  is  the  standard  $28  rail  always  the  same  specification? 

Mr.  Farrell.  Oh,  no.  There  are  dozens  of  specifications.  That  is 
the  difficulty. 
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Mr.  Gabdneb.  All  at  $28. 

Mr.  Farrell.  It  depends.  If  the  ranges  of  carbon  and  phosphorus 
are  within  certain  limits,  the  manufacturer  does  not  increase  the 
price,  but  when  the  specifications  call  for  the  inclusion  of  titanium 
or  vanadium,  or  chrome,  or  other  alloys,  such  as  tungsten,  material 
such  as  vanadium,  as  I  stated  this  morning,  at  $1  per  pound,  and 
nickel. 

Mr.  Gardner.  I  understand  that  perfectly  well.  But  what  I  ask  is 
this :  As  to  the  rails  you  sell  at  $28  a  ton,  are  they  always  the  same 
specifications?  The  $28  rails  you  sell  to  one  company,  are  they  the 
same  specifications  as  the  $28  rails  you  sell  to  another  company? 

Mr.  Farrell.  No  ;  not  exactly.  For  instance^  a  railroad  might 
specify  for  what  is  known  as  the  American  Societjr  of  Civil  Engi- 
neers' specification.  Another,  railroad  might  specify  for  what  is 
known  as  American  Maintenance  of  Way  specifications^  etc. 

Mr.  Gardner.  There  are  certain  standard  specifications  that  are 
all  at  $28  a  ton?    Is  that  the  fact? 

Mr.  Farrell.  Yes;  practicallv.^  I  would  like  to  add  something 
to  that.  That  the  conditions  of  inspection  are  sometimes  differ^it. 
Some  Railroads  will  accept  rails  that  have  less  physical  tests  and 
less  inspection  than  others.  We  might  sell  those  rails  at  ^8  a  ton. 
Another  railroad  mieht  want  three  or  four  drop  tests.  We  call  a 
drop  test  bringing  a  heavy  trip  hammer  down  on  the  rail,  to  test  its 
ductility.  If  that  expense  is  not  materially  increased,  we  will  sell 
the  rail  at  $28. 

What  we  have  been  trying  to  do  is  to  make  a  satisfactory  raiL 

Mr.  Gardner.  But  this  price  for  these  standard  specification  rails 
remained  the  same,  at  $28,  year  in  and  year  out? 

Mr.  Farrell.  While  they  have  remained  at  $28.  I  do  not  think 
they  will  remain  at  $28. 

Mr.  Gardner.  But  they  have  hitherto  remained  at  $28. 

Mr.  Farrell.  For  some  time. 

Mr.  Gardner.  What  I  am  trving  to  get  through  mj  head  is  why 
this  phenomenon  presents  itself  in  the  case  of  steel  rails  and  not  in 
respect  of  any  other  steel  products. 

Mr.  Farrell.  I  thought  I  had  answered  that  question. 

Mr.  Gardner.  No.  what  you  have  said  is  that  it  has  been  ever 
increasing  in  cost  to  produce.  But  that  has  been  true  of  a  great 
many  other  products  besides  steel  rails. 

Mr.  Farrell.  I  said  it  is  true  in  the  price  of  tin  plate,  because  the 
cost  of  pig  tin  is  constantly  going  up.  We  are  paying  $900  a  ton  for 
piff  tin  now,  and  we  paid  $600  a  ton  for  pig  tin  two  years  ago. 

Mr.  Gardner.  Is  not  the  price  of  making  seamless  tubes  constantly 
going  up  ? 

Mr.  Farrell.  I  should  not  say  so. 

Mr.  Gardner.  What  else  is  goinff  up  besides  rails  and  tin  plate? 

Mr.  Farrell.  In  finished  materials? 

Mr.  Gardner.  Semifinished  or  finished? 

Mr.  Farrell.  Without  going  over  the  immense  number  of  prod- 
ucts I  could  not  tell  you  omiand. 

Mr.  Gardner.  It  does  not  seem  to  me  to  be  a  suffident  explanation 
for  the  single  phenomenon  of  rails  remaining  at  $28  a  ton  to  say 
merely  that  the  cost  of  producing  those  rails  has  increased.    The  only 
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answer  to  that  is,  if  the  cost  of  producing  the  rails  increases,  your 
price  would  probably  go  up,  too,  in  the  ordinary  course  of  the  market. 

What  I  have  been  tr^ng  to  get  through  my  head  is  why  this 
phenomenon  came  to  strike  in  in  the  transaction  between  all  steel* 
rail  manufacturers  and  one  particular  class  of  customers,  to  wit,  the 
railroads,  and  does  not  strike  in  between  the  steel  manufacturers  and 
all  other  classes  of  customers? 

Mr.  Fabsell.  I  have  endeavored  to  answer  that  question  to  the 
best  of  my  knowledge  and  ability,  and  I  can  only  repeat  the  state- 
ment  that  I  made,  that  the  cost  of  manufacturing  rails  has  apparently 
increased  over  a  period  of  10  years,  and  the  price  was  considered  a 
fair  price,  and  it  nas  not  been  reduced.  The  probabilities  are  it  will 
be  increased. 

Mr.  Gabdker.  Has  any  railroad  ever  asked  for  a  reduction  in  the 
price  except  J.  J.  Hill  ? 

Mr.  Fasrell.  I  dont  recall ;  Mr.  Hill  did  not  ask  for  any  reduc- 
tion in  pricet 

Mr.  Gakdner.  He  did  not  ? 

Mr.  Fabrbll.  He  complained  that  rails  were  sold  in  the  foreign 
markets  for  less  than  they  were  in  the  United  States.  But  since  ne 
built  his  railroad  into  Canada  and  paid  $4  a  ton  more  for  rails  than 
we  were  selling  him  his  rails  for  in  the  United  States,  we  have  not 
heard  any  complaint  from  him. 

Mr.  Gardner.  No  railroad  has  ever  come  to  vou  and  said.  ^^  We 
wish  to  get  these  standard  specification  rails  at  less  than  $28  "  ? 

Mr.  Farrkll.  Never  to  my  knowledge.  The  railroads  for  many 
years  have  told  us  that  if  we  would  take  all  the  chances  of  producing 
a  rail,  and  would  furnish  them  rails  without  inspection,  would  guar- 
antee tlie  quality  of  the  rails  for  a  period  of  five  or  six  years,  and 
assume  consequential  damages  in  the  case  of  accident,  they  would 
pav  us  any  price  we  asked  for  rails. 

Mr.  Gardner.  I  can  quite  understand  that. 

Mr.  Farrell.  That  is  recently,  too. 

Mr.  Gardner.  Have  any  of  your  competitors  in  the  steel  business 
ever  been  to  you  and  suggested  the  putting  up  of  the  price  of  rails? 

Mr.  Farrell.  No. 

Mr.  Gardner.  Have  any  of  them  complained  that  the  price  of  rails 
was  too  lowt 

Mr.  Farrell.  Never  to  my  knowledge. 

Mr.  Gardner.  Have  any  of  them  ever  come  and  suggested  putting 
down  the  price  of  steel  rails? 

Mr.  Farrell.  No. 

Mr.  Gardner.  Now,  there  is  the  thing,  and  I  will  say  this:  You 
are  answering  the  question  just  as  satisfactorily  as  any  other  witness 
we  have  had.  But  there  is  a  perfectly  mysterious  product.  In  spite 
of  the  changed  conditions  of  business,  in  spite  of  the  increase  in  cost, 
in  spite  of  the  increase  in  the  value  of  iron  ore,  in  spite  of  improve- 
ments in  machinery,  on  the  other  hand,  which  might  lower  the 
price 

Mr.  Farrell  (interposing).  They  do  not  lower  the  metallurgical 
cost. 

Mr.  Gardner.  Probably  not.  And  in  spite  of  reasons  to  raise 
prices,  in  spite  of  reasons  working  to  depress  prices,  for  10  years 
nobody,  eitner  purchaser  or  seller  of  steel  rails,  has  suggested  an 
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alteration  of  that  price.  It  is  a  phenomenon  which  is  so  remarkable 
that  without  adequate  explanation  it  would  seem  as  if  it  was  running 
on  the  momentum  of  the  old  agreement  at  $28.  That  is  to  say,  there 
was  an  agreement  in  the  past  which  you  know  nothing  about-- — 

Mr.  Farrell  (interposmg).    Correct. 

Mr.  Gardner  (continuing).  And  about  which  we  have  plenty  of 
evidence ;  and  that  the  momentimi  of  that  agreement  was  still  carry* 
ing  its  results  with  it  at  the  present  time,  because  we  have  as  yet  had 
no  adequate  explanation  of  that  phenomenon. 

Now,  I  am  perfectly  willing  to  say  that  I  do  not  think  there  is 
any  evidence  at  all  that  you  gentlemen  are  meeting  together  and 
setting  the  price  of  steel  rails.  I  do  not  believe  it  for  a  minute.  I 
believe  you  never  mention  the  price  of  steel  rails.  You  take  it  as  a 
matter  of  course,  don't  you  ?    It  is  never  discussed,  is  it  ? 

Mr.  Farrell.  It  may  be  habit. 

Mr.  Gardner.  Whatever  it  is.  But  where  everything  else  is  fluc- 
tuating and  steel  rails  do  not,  it  seems  to  me  that  a  man  naturally 
says,  "Well,  in  what  does  steel  rails  differ  from  other  products?'' 
and  the  first  thing  that  strikes  him  is  that  the  railroads  are  the 
customers. 

Mr.  Farrell.  Of  course,  we  have  matters  running  through  our 
minds  all  the  time,  as  we  have  at  the  present  time.  We  have  a  mat- 
ter running  through  our  mind  just  now  of  spending  six  and  a  half 
million  dollars  on  a  rail  mill  to  bring  it  up  to  a  modem  state  of 
efficiency. 

Mr.  (tardner.  The  Edgar  Thomson  Mills! 

Mr.  Farrell.  The  Edgar  Thomson  Mills.  Now,  six  and  a  half 
million  dollars  to  partly  rebuild  a  rail  mill  would  pay  for  a  great 
many  rails. 

Mr.  Gardner.  You  think  that  if  the  railroads  were  not  your  cus- 
tomers for  steel  rails  that  there  would  be  any  such  inflexible  price? 

Mr.  Farreil.  I  could  not  answer  that  question. 

Mr.  Gardner.  I  have  a  list  here  which  apparently,  on  the  face  of  it^ 
says  that  the  Lackawanna.  the«Bethlehem,  the  Cambria,  the  United 
States  Steel  Corporation,  the  Pennsylvania  Steel  Co.,  and  the  Colo* 
rado  Fuel  &  Iron  Co.  are  the  only  companies  that  make  standard 
rails. 

Mr.  Farrell.  Have  you  mentioned  the  Maryland  Steel  Co.  ? 

Mr.  Gardner.  I  was  about  to  ask  you  whether  that  was  a  full  list 
I  have  not  mentioned  the  Maryland  Steel  Co.  Can  you  think  of  any 
others? 

Mr.  Farrell.  Well,  the  Republic  Iron  &  Steel  Co.  have  a  rail  mill, 
but  they  have  not  operated  that  rail  mill. 

Mr.  Gardner.  They  testified  they  were  not  making  rails,  or  some- 
body testified  for  them. 

Mr.  Farrell.  They  probably  considered  the  returns  in  the  rail 
business  were  not  sufficient  to  warrant  them  to  put  their  raw  steel 
into  rails.    They  perhaps  preferred  to  put  it  into  tubes  and  plates. 

Mr.  Gardner.  Does  tne  Maryland  Steel  Co.  produce  rails? 

Mr.  Farrell.  They  are  large  producers. 

Mr.  Gardner.  Do  they  make  standard  rails? 

Mr.  Farrell.  Yes,  sir. 

Mr.  Gardner.  That  makes  seven  companies  making  standard  rails. 
Has  the  price  of  light  rails  varied? 
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Mr.  Fabsell.  Considerablv ;  for  the  reason  that  there  are  no  speci* 
fications.  Light  rails  are  rolled,  for  instance,  from  a  defective  billet. 
Take  an  8  or  10  pound  rail  that  has  a  base  no  larger  than  the  top  of 
that  book  [indicating]  and  you  are  going  to  run  a  cane  car  over  it, 
there  is  no  distress  to  the  rail  by  reason  of  the  load^  of  five  or  six 
hundred  pounds  of  sugar  caiie,  or  something  of  that  kind. 

Mr.  Gabdker.  I  am  going  to  read  a  list  of  19  companies  that  make 
light  rails  only : 

Jones  ft  Laughlin,  Clearfield  Steel  ft  Iron  Co.,  Cumberland  Rolling 
Mill,  Loucks  Iron  ft  Steel  Co.,  Fairmount  Steel  Co.,  West  Virginia 
Bail  Co.,  Knoxville  Iron  Co.,  Atlanta  Steel  Co.,  Republic  Iron  & 
Steel  Co. 

Is  there  a  concern  known  as  the  Miller  or  Weller  Rolling  Mill  ? 

Mr.  RrasD.  I  never  heard  of  it 

Mr.  Fabsell.  Where  is  it  located  ! 

Mr.  Gabdneb.  I  don't  know. 

Mr.  Fabbell.  There  are  some  of  those  names  that  you  read  off  that 
I  never  heard  of;  for  instance,  the  Clearfield  Steel  &  Iron  Co. 

Mr.  Gabdneb.  The  Weller  Rolling  Mill,  the  Interstate  Inm  ft 
Steel  Co.,  the  Columbus  Iron  Works,  Ohio  Rail  Co.,  Lenton  Rolling 
Mills  Co.,  Ohio  Falls  Iron  Co.,  Judson  Manufacturing  Co.,  Seattle 
Steel  Co.,  Western  Rolling  Mill  Co.,  Hersh  Rolling  MiU  Co. 

You  say  there  are  a  great  many  of  those  you  have  never  heard  off 

Mr.  Fabbell.  If  you  will  give  me  the  list  I  will  check  off  all  the 
active  plants,  if  you  wish  me  to.  Over  half  of  those  concerns  are  not 
in  existence. 

Mr.  Gabdneb.  Over  half  of  them  are  not  in  existence  ? 

Mr.  Fabbell.  No,  sir. 

Mr.  Gabdneb.  The  rest  are  small  concerns,  are  thev  ? 

Mr.  Fabbell.  Most  of  them.  The  Seattle  Steel  Co^  Jones  ft 
Laugfalin,  and  the  Republic  Co.  are  large  works.  At  Cumberland 
they  have  quite  a  large  rail  mill. 

Mr.  Gabdneb.  Now,  is  it  not  true  that  the  largest  companies  of  all, 
with  the  exception  of  Jones  ft  Laughlin  and  the  Republic  Iron  ft 
Steel  Co.,  are  the  companies  that  make  the  standard  $28  rail  f 

Mr.  Fabbell,  I  do  not  quito  comprehend  your  question. 

Mr.  Gabdneb*  Is  it  not  true  that  the  companies  that  make  the 
standard  $28  rail  are  the  very  lar^st  steel  corporations,  leaving  out 
Jones  ft  Laughlin  and  the  Republic  Co.  ? 

Mr.  Fabbell.  No;  I  should  not  say  so.  In  the  manufacture  of 
light  rails! 

SfCr.  Gabdneb.  No.  I  said  in  the  manufacture  of  the  standard  $29 
raOs. 

Mr.  Fabbell.  You  mentioned  Jones  ft  Laughlin  and  the  Republic 
Iron  ft  Steel  corporation  in  this  list  They  are,  of  course,  large  man- 
ufacturers. 

Mr.  Gabdneb.  I  will  try  it  again.  The  makers  of  standard  rails 
apparently  are  the  Lackawanna,  Bethlehem,  Cambria,  United  States 
Steel  Corporation,  Pennsylvania  Steel  Co.,  Colorado  Fuel  ft  Ircm 
Co.<,  and  tne  Marvland  Steel  Co.? 

Mr.  Fabbell.  iTes. 

Mr.  Gabdneb.  The  makers  of  light  rails  only  are  a  number  of  com- 
panies, some  you  say  which  are  not  in  existence  and  some  of  which 
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you  never  heard  of,  and  only  two  in  the  list  apparently  that  are  large 
concerns,  to  wit,  Jones  &  Laughlin  and  the  Kepublic  Co.  ? 

Mr.  Fasrell.  Yes. 

Mr.  Gasdneb.  I  say^  is  it  not  the  fact  that  the  large  steel  corpon- 
tions  are  the  only  ones  who  make  the  standard  rails,  practically 
speaking? 

Mr.  Farrell.  Ye& 

Mr.  Gardner.  How  do  you  account  for  that? 

Mr.  Farrell.  I  presume  it  is  on  account  of  the  cost  of  putting 
down  the  plant. 

Mr.  Gardner.  The  expense  of  establishing  the  necessary  furnaces! 

Mr.  Farrell.  We  estimate  that  in  order  to  lay  down  a  rail  mill 
it  would  result  in  the  expenditure  of  $17,000,000.  There  are  a  good 
many  of  these  concerns  rolling  light  rails  that  buy  defective  rails  and 
discarded  rails  from  railroads,  and  they  can  take  those  rails  and, 
with  a  comparatively  small  investment,  install  heating  furnaces, 
heat  those  rails,  put  them  through  a  mill,  and  roll  them  into  a  small 
rail.  There  is  a  very  large  concern  in  Joliet,  the  McKenna  CJo. 
Their  entire  business  is  reroUing  rails  that  they  have  bought  from 
the  railroads  at  fourteen  or  fifteen  dollars  a  ton. 

Mr.  Gardner.  Now,  then,  if  these  seven  large  concerns  understand 
each  other  simply  by  heredity  or  because  it  has  become  a  habit, 
there  is  not  much  danger  that  any  of  these  smaller  concerns  will  go 
into  the  making  of  heavv  rails,  on  account  of  the  great  expense  ? 

Mr.  Farrell.  I  should  say  that  would  be  the  reason. 

Mr.  Gardner.  That  is,  if  there  were  a  combination,  it  would  be  a 
combination  of  these  seven  concerns! 

Mr.  Farrell.  If  it  were  possible. 

Mr.  Gardner.  They  would  not  be  afraid  of  outside  oompetiticmt 

Mr.  Farrell.  It  is  hardly  possible. 

Mr.  Gardner.  Who  owns  tne  Pennsylvania  Steel  Co.  ? 

Mr.  Farrell.  I  have  not  any  idea.    I  am  not  a  stockholder. 

Mr.  Gardner.  You  do  not  Know  whether  it  is  largely  owned  by 
the  Pennsylvania  Railroad? 

Mr.  Farrell.  I  know  nothing  about  the  Pennsylvania  Steel  Co. 
other  than  I  read  in  the  newspapers  or  you  would  probably  know 
yourself.  I  am  not  in  an  intelligent  position  with  respect  to  the 
ownership  of  any  of  these  concerns  outside  of  our  own  company. 

Mr.  Gardner.  Outside  of  the  United  States  Steel  Corporation! 

Mr.  Farrell.  Yes,  sir. 

Mr.  Reed.  Mr.  Dixon's  evidence  shows  that  it  is  controlled  by  the 
Pennsylvania  Railroad,  if  I  may  suggest  it  It  is  already  in  evidence 
before  the  committee.  He  testifiea  that  the  Pennsylvania  Railrottd 
controlled  it 

Mr.  Garunis.  That  I  understand.  I  was  going  on  further  to  aak 
in  succession  if  he  knew  of  the  railroad  connections  of  the  other 
comoanies. 

Mr.  Reed.  I  beg  your  pardon. 

Mr.  Gardner.  But  he  nas  already  answered  that  question  by  say* 
ing  he  has  no  knowledge  of  the  ownership. 

Air.  Farrell.  Yes,  sir. 

Mr.  Gardner.  Have  vou  no  knowledge  of  the  railroad  conneotioiis 
of  the  other  companies?    I  mean  the  financial  connections. 
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Mr.  Farsell.  Would  you  accept  a  hearsay  statement,  as  to  what  I 
haye  seen  in  the  newspapers,  to  the  fact  that  the  Pennisylvania  Kail- 
road  had  an  interest  m  the  Pennsylvania  Steel  Co.  t  I  have  no  per- 
sonal ^owledge  of  it. 

Mr.  Gardneh.  Have  you  seen  any  similar  statements  with  regard 
to  those  other  companies? 

Mr.  FARREtii.  No. 

Mr.  Gabdner.  Owning  a  railroad? 

Mr.  Farrell.  No. 

Mr.  Gardner.  How  about  the  Cambria? 

Mr.  FARREUi.  I  have  seen  the  same  statements  in  the  newspaper& 

Mr.  Gardner.  That  the  Pennsylvania  Railroad  controls  the 
Cambria? 

Mr.  Farrell.  These  statements  I  have  seen  in  the  newspapers,  I 
think,  are  from  hearings  or  something.  I  don't  know  whether  it 
was  brought  out  before  the  Ways  and  Means  Committee  or  where. 
But  I  have  no  personal  knowledge  of  it,  further  than  what  I  have 
read  in  the  newspapers. 

Mr.  Gardner.  Well,  I  am  no  further  ahead  than  I  was. 

Mr.  Farreix^  I  am  sorry. 

Mr.  Gardner.  But  it  is  just  the  same  with  all  the  other  witnesses, 
Mr.  Farrell.  It  is  not  any  reflection  on  you.  I  have  yet  to  hear  a 
satisfactory  explanation  of  the  phenomenon. 

Mr.  McGiLLicuDDT.  Up  to  the  time  of  your  election  as  president 
of  the  United  States  Steel  Corporation  you  were  president  of  the 
United  States  Steel  Products  Co.? 

Mr.  Farrell.  Yes,  sir. 

Mr.  McGiLLicuDDY.  How  long  were  you  president  of  that  com- 
pany ? 

Mr.  Farrell.  From  its  organization  in  October,  1903,  until  the  1st 
of  February,  1911. 

Mr.  McGriLLicuDDT.  Then  jrou  had  to  do  during  all  that  time  with 
the  export  trade  and  are  familiar  with  all  the  details  of  the  business 
of  that  company? 

Mr.  Farrell.  I  will  not  say  that  I  am  familiar  with  all  the  de- 
tails of  the  business. 

Mr.  McGiLLiciTDDT.  But  in  a  general  way  ? 

Mr.  Farrell.  I  had  supervision  of  the  company. 

Mr.  McGiLLicuDDY.  What  is  the  relation  of  that  company  to  the 
United  States  Steel  Corporation? 

Mr.  Farrell.  The  United  States  Steel  Products  Ca  is  a  subsidiary 
of  the  Federal  Steel  Co. 

Mr.  McGiLLicrrDDY.  And  the  Federal  Steel  Co.  is  a  subsidiary  of 
the  United  States  Steel  Corporation? 

Mr.  Farrell.  I  presume  so. 

Mr.  McGnxicuDDY.  So  that  practically  both  of  these  cx^mpanies 
are  subsidiary  to  the  parent  company^  and  its  stock  is  owned  by  it, 
the  same  as  in  the  case  of  the  other  subsidiarv  companies? 

Mr.  Farrell.  A  good  many  of  these  underlying  companies  are  sub- 
sidiary to  other  companies. 

Mr.  McOtllicuddt.  But  as  to  this  particular  one*  this  export  com- 
pany, it  is  subsidiary  to  the  United  States  Steel  Corporation? 

llr.  Farrell.  Through  the  Federal  Steel  Co. 

lir.  MoGnxjcuDDT.  What  is  the  business  of  that  export  company! 
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Mr.  Farbell.  The  business  of  the  United  States  Steel  Products 
Co.  is  to  sell  the  materials  of  all  of  the  companies  in  the  United 
States  Steel  Corporation  and  its  subsidiaries  in  foreign  markets. 

Mr.  McGiLLicnDDT.  It  does  no  other  business? 

Mr.  Farbell.  Why,  yes.  We  have  the  right  to  purchase  material 
or  to  charter  vessels  and  transport 

Mr.  McGiLLicuDDT.  Under  what  State  law  is  that  company  or- 
ganized? 

Mr.  Fakrell.  Under  the  laws  of  New  Jersey. 

Mr.  McGnjJCUDDY.  When  was  it  organized  ? 

Mr.  Fabrell.  October  1, 1903. 

Mr.  McGiLUcuDDY.  What  was  the  capital  stock  ? 

Mr.  Farrell.  My  impression  is  it  was  $100,000. 

Mr.  McGiLLiciTDDT.  Has  it  since  been  increased? 

Mr.  Farrell.  Yes;  to  $1,000,000. 

Mr.  McGiLLicuDDT.  It  is  now  $1,000,000? 

Mr.  Farrell.  Yes,  sir. 

Mr.  McGiLLicuDDY.  When  was  the  increase  made? 

Mr.  Farrell.  The  increase  was  made  July,  1911. 

Mr.  McGiLLicuDDY.  What  property  does  fliat  company  own? 

Mr.  Farrell.  The  United  States  Steel  Products  Co.  has  58  foreisn 
offices.  It  has  a  great  number  of  warehouses  in  various  i)arts  of  the 
world.  It  has  a  Targe  warehouse  at  Valparaiso,  one  at  Lima,  one  in 
Sydney,  Australia,  one  in  Johannesburg,  one  in  London.  If  you 
wish  I  can  enumerate  them  all. 

Mr.  McGiLLicuDDY.  No;  you  need  not  do  so.  Does  it  own  any 
transportation  lines? 

Mr.  Farrell.  Yes,  sir. 

Mr.  McGrLLicuDDDY.  What  transportation  lines  does  that  com* 
pany  own  ? 

Mr.  Farrell.  The  Isthmian  Steamship  Co. 

Mr.  McGiLLicuDDY.  Any  others? 

Mr.  Farrell.  No.  We  operate  other  lines  of  steamers,  but  they 
are  chartered  vessels. 

Mr.  McGiLLicuDDY.  You  say  "we"  operate.  You  mean  the 
Products  Co.  ? 

Mr.  Farrell.  Yes.  ^  They  operate  a  company  known  as  the  New 
York  &  South  America  Lme  that  runs  to  Chile  and  Peru.  They 
charter  and  operate  six  vessels. 

Mr.  McGiLLicuDDY.  They  own  one  line  of  steamships  and  operate 
a  number  of  others? 

Mr.  Farrell.  Yes,  sir. 

Mr.  McGiLLicuDDY.  For  the  purpose  of  transporting  the  export 
products  of  the  United  States  Steel  Corporation  ? 

Mr.  Farrell.  And  those  of  everybo^  else.  We  carry  anybody's 
freight 

Air.  McGiLLicuDDY.  It  is  a  general  carrying  company  ? 

Mr.  Farrell.  Yes,  sir. 

Mr.  McGiLLictJDDY.  But  it  does  carry  all  of  your  products  ? 

Mr.  Farrelu  No;  not  all  of  our  products,  because  we  have  not 
sufficient  facilities. 

Mr.  McGiLLicuDDY.  You  mean  you  sell  to  some  places  where  they 
do  not  run? 
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Mr.  Farrell.  Yes.  The  reason  we  went  into  the  steamship  busi- 
ness was  because  the  steamship  lines  would  not  call  at  many  ports 
where  we  had  an  opportunity  to  do  business.  For  instance,  we  had 
an  opportunity  to  take  a  railroad  contract  in  Colombia,  South 
America,  for  a  railroad  that  was  being  built  from  Buenaventura,  a 

Eort  on  the  Pacific,  to  the  Atrato  River.  Up  to  that  time  no  steamer 
ad  ever  left  these  shores  for  Buenaventura.  We  could  not  get  the 
South  American  lines  or  any  other  line  to  go  there  direct,  so  we 
chartered  steamers,  and  that  was  one  of  the  reasons  for  having  these 
utilities. 

Mr.  McGiixicuoDY.  But  it  does  transport  the  bulk  of  your  material 
to  fore^n  markets} 

Mr.  Farrell.  Oh,  no. 

Mr.  McGnxicuDDT.  What  proportion  of  it?  Take  it  as  a  whole, 
what  proportion? 

Mr.  Farrell.  Oh,  probably  18  or  20  per  cent. 

Mr.  McGiLLicuDDY.  Eighteen  or  twenty  per  cent? 

Mr.  Farrell.  Yes,  sir;  I  think  that  is  very  accurate. 

Mr.  McGiLLicuDDT.  You  spoke  about  the  cost  of  transporting  to 
the  foreign  markets  your  export  products.  Whatever  you  transport 
in  that  company  you  get  a  profit  on,  don't  you? 

Mr.  Farrell.  Unfortimately  there  have  been  a  great  many  losses. 
We  have  operated  some  steamers  to  the  east  side  of  South  America, 
and  last  vear  we  lost  some  $40,000  in  their  operation. 

Mr.  McGiLLicuDDT.  I  do  not  care  about  details.  Take  it  as  a 
whole.  Don't  you  make  a  profit  on  the  business  in  transporting  by 
that  company?    Is  it  not  a' profitable  company ,  in  other  words? 

Mr.  Farrell.  It  is  just  about  holding  its  own. 

Mr.  McGiLLicuDDY.  What  was  the  amount  of  business  it  did  last 
year? 

Mr.  Farrell.  Which  company? 

Mr.  McGiLLiGUDDY.  The  export  company. 

Mr.  Farrell.  $53,104,499.    That  was  for  1910. 

Mr.  McGzLucxTDDT^  Have  you  the  year  before  and  back  of  that  ? 

Mr.  Farrell.  Yes. 

Mr.  McQiLLicuDDY.  Give  us  the  amounts,  if  you  have  them  there, 
from  year  to  year,  while  you  were  president. 

Mr.  Farrell.  They  were  in  1904,  $31,484,508.41 ;  in  1905, 
$32,680,700.45;  in  1906,  $42,440,859:60;  in  1907,  $47,236,326.60;  in 
1908  we  dropped  to  $33,322,499.06.  That  was  as  a  result  of  the 
financial  panic. 

Mr.  McGiLLicuDDT.  I  understand  that. 

Mr.  Farrell.  In  1909,  $41,060,920.17 ;  in  1910,  $53,104,499.69 ;  and 
in  1911,  $69,542,625.95. 

Mr.  McGiLLictJDDY.  The  business  of  that  one  company  more  than 
doubled  in  the  lOyears  that  you  were  president? 

Mr.  Farrell.  Tes,  sir;  just  a  little  more  than  doubled. 

Mr.  McGiLLicuDDY.  There  was  a  profit  made  on  that  business,  you 
wonld  say,  would  you  not,  made  by  that  company  ? 

Mr.  Farrell.  Yes.  But  of  course  the  profit  was  entirely  expended 
in  the  development  of  the  business,  in  the  establishment  of  these  58 
offices  and  warehouses. 

Mr.  McGiLLicuDDY.  That  made  the  business  worth  so  much  more, 
so  you  did  not  lose  the  profit? 
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Mr.  Farrell.  We  expect  to  make  it  worth  it.  It  is  a  development 
you  know.    The  foreign  trade  is  a  development. 

Mr.  McGiLUCUDDY.  Do  you  know  the  firm  by  the  name  of  the 
National  Eailway  Construction  Co.,  of  Williams  Street,  New  York  I 

Mr.  Farrell.  There  is  such  a  concern  engaged  in  the  construction 
of  a  railway  in  Uruguay,  called  the  Pan-American  Transcontinental 
Railway  of  Uruguay,  which  is  a  link  of  a  proposed  chain  of  railways 
from  New  York  to  Buenos  Aires. 

Mr.  McGiLLicuDDY.  Did  you  sell  that  company  a  cargo  of  steel 
products  ? 

Mr.  Farrell.  My  recollection  is  we  have  sold  them  some  material. 

Mr.  McGiLLicuDDT.  What  was  the  price  that  you  got  on  that 
cargo? 

Mr.  Farrell.  The  cargo  was  made  up  of  a  large  number  of  diver- 
sified products. 

Mr.  McGiLLictjDDY.  I  did  not  ask  what  it  was  made  up  of.  The 
price  was  what  I  wanted.   What  was  the  price? 

Mr.  Farrell.  It  was  one  of  the  transactions — in  what  year? 

Mr.  McGiLLicuDDY.  You  sold  them  in  more  than  one  year? 

Mr.  Farrell.  Well,  you  have  the  paper  there. 

Mr.  McGiLLiCTJDDY.  Did  you  sell  them  for  more  than  one  vear? 

Mr.  Farrell.  No.  I  think  they  only  got  their  charter  nrom  the 
Uruguayan  Government  in  1910. 

Mr.  McGiLLicuDDY.  I  did  not  know  the  year.  I  did  not  know  you 
had  more  than  one  transaction  with  them.  Did  they  not  get  taat 
cargo  from  you  at  cost? 

Mr.  Farrell..  Absolutely  not. 

Mr.  McGiLLicuDDY.  For  what  did  they  get  it?  ^ 

Mr.  Farrell.  They  got  it  at  current  market  prices. 

Mr.  McGiLLicuDDT.  xou  remember  that,  do  you? 

Mr.  Farrell.  Yes. 

Mr.  McGiLLicuDDY.  What  was  the  current  market  price  ?  ^ 

Mr.  Farrell.  As  I  remember  it  that  cargo  consistea  of  rails,  steel 
ties,  steel  telegraph  poles,  telegraph  wire,  railroad  spikes,  fish  plates, 
wire  fence,  corrugated  roofing  for  houses,  and  probably  40  or  50  dif- 
ferent commodities. 

Mr.  McGiLLicuDDY.  Can  you  give  us  the  prices  for  which  you  sold 
that  cargo  ?  . 

Mr.  Farrell.  I  have  a  fairly  retentive  memory,  but  I  can  not  re- 
member exactly. 

Mr.  McGiLUCUDDY.  You  can  not  remember  any  of  them? 

Mr.  Farrell.  No  ;  I  can  not 

Mr.  McGiLLicuDDY.  How  do  you  know,  then,  they  were  at  current 
prices? 

Mr.  Farrell.  For  the  simple  reason  we  would  not  make  any  ex- 
ception in  their  case. 

Mr.  McGiLUCUDDY.  You  are  reasoning  about  that  You  have  no 
recollection. 

Mr.  Fabrell.  I  know  we  would  not  make  any  exception  in  their 
case. 

Mr.  McGiLUCUDDY.  Do  you  know  the  American  Trading  Co.,  of 
New  York  CTity? 

Mr.  Farrell.  Yes,  sir ;  it  is  a  very  large  company. 
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Mr.  McGHiWCUDDY.  Do  they  act  as  your  agents  in  Cuba,  by  pur- 
chasing materials  for  export  trade? 

Mr.  Farrell.  No,  sir ;  they  do  not.    They  are  customers. 

Mr.  McGiLLicuDDY.  They  are  customers  of  yours? 

Mr.  Farrell.  Yes,  sir. 

Mr.  McGiLLicuDDY.  Can  you  tell  us  the  prices  they  have  paid  for 
your  export  products? 

Mr.  Farrell.  At  current  prices.  I  think  that  our  business  in  Cuba 
last  year 

Mr.  McGiLLicxjDDY  (interposing).  You  mean  when  you  say  "cur- 
rent prices  "  the  current  prices  for  the  domestic  or  the  foreign  trade? 

Mr.  Farrell.  You  see,  we  do  not  have  special  prices  for  special 
people.  If  our  price  on  barbed  wire  is  $2.20  per  100  pounds  for  a 
man  in  Salvador,  it  is  $2.20  a  hundred  pounds  for  a  man  in  Ar- 
gentina. 

Mr.  McGiLLicuDDY.  When  you  say  current  prices  I  simply  want 
to  know  whether  you  mean  for  foreign  or  domestic  consumption. 

Mr.  Farrell.  I  am  speaking  entirely  as  to  foreign. 

Mr.  McGiLLicrrDDY.  Do  you  know  Guinle  &  Co.,  of  42  Broadway? 

Mr.  Farrell.  Yes,  sir.  Guinle  &  Co.  have  a  concession  to  build 
a  street  railway  in  Bahia,  Brazil,  and  also  some  properties  in  San- 
tos. They  have  a  concession  from  the  Brazilian  Government.  They 
are  Brazilians.    There  are  four  brothers. 

Mr.  McGthllicuddy.  Did  you  sell  them  products? 

Mr.  Farrell.  We  sold  them  copper  wire  for  the  transmission  line. 

Mr.  McGiLLicuDDY.  What  were  the  prices? 

Mr.  Farrell.  I  think  we  got  14.5  cents  a  pound  for  the  copper 
wire. 

Mr.  McGiLLicuDDY.  Is  that  all  you  sold  them? 

Mr.  Farrell.  It  was  a  very  small  business,  but  there  has  been  a 
great  deal  of  jealousy  over  their  concession. 

Mr.  McGiLLicuDDY.  Do  you  maintain  a  steamship  service  to  the 
West  Indies  and  South  America? 

Mr.  Farrell.  No,  sir;  we  maintain  a  service  to  South  America — 
to  Chile  and  Peru — ^but  not  to  the  West  Indies. 

Mr.  McGiLLicuDDY.  But  not  to  any  of  the  West  Indies? 

Mr.  Farrell.  No.  sir. 

Mr.  McGiLLictJDDY.  In  what  way  do  you  maintain  that  service, 
and  what  flag  doyour  ships  fly ? 

Mr.  Farrell.  We  charter  a  great  many  vessels.  You  mean  to  any 
part  of  the  world  ? 

Mr.  McGiLLicxTDDY.  No ;  that  one  to  South  America. 

Mr.  Farrell.  Those  vessels  are  under  the  British  flag.    They  are 
chartered  vessels.    We  do  not  own  those  vessels. 
•   Mr.  McGiLLicuDDY.  You  do  not  own  them  ? 

Mr.  Farrell.  No,  sir. 

Mr.  McGiLLictJDDY.  Do  you  not  have  anv  interest  in  them  ? 

Mr.  Farrell.  None  whatsoever.  We  ctarter  them  by  the  year. 
The  vessels  are  owned  bv  Charles  G.  Dunn  &  Co.,  of  Liverpool. 

Mr.  McGiLLictn»Y.^  You  have  no  indirect  interest  ? 

Mr.  Farrell.  No,  sir. 

Mr.  McGiLLicrDDY.  You  simply  charter  the  vessels,  and  they  sail 
under  the  English  flag  and  carry  your  products? 

Mr.  Farrell.  Yes,  sir. 
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Mr.  McGiLLiouDDY.  So  that  for  these  vessels  you  do  not  pay  more 
than  what  is  made  by  your  chartered  agents? 

Mr.  Farreix.  In  a  good  many  instances  the  chartered  rates  at  the 
present  time  are  higher  than  the  contract  rates. 

Mr.  McGiLLicuDDY.  Who  owns  the  American  &  Cuban  Steamship 
Line? 

Mr.  Farrell.  T.  Royden  &  Sons. 

Mr.  McGiLLicuDDT.  Do  you  know  anything*  about  that  line  of 
steamships? 

Mr.  Farrell.  Absolutely  nothing,  beyond  shipping  some  of  our 
products  in  their  steamers. 

Mr.  McGiLLiouDDr.  Do  you  ship  oyer  it? 

Mr.  Farrell.  We  ship  some  material  in  their  vessels.  There  are 
three  lines  running  to  Cuba — the  Ward  Line,  the  Munson  Line,  and 
the  American-Cuban  Line. 

Mr.  McGiLLicuDDT.  The  line  to  Argentina  and  to  Chile,  what  did 
you  say  about  that,  the  one  that  Mr.  Kyan  is  manager  of  ? 

Mr.  Farrell.  That  is  the  New  York  &  South  America  Line. 

Mr.  McGnucuDDY.  Have  you  any  ownership  in  that? 

Mr.  Farrell.  No,  sir.  Those  are  chartered  vessels.  The  only  ves- 
sels we  own  are  the  vessels  in  the  Isthmian  Co.  Those  vessels  trade 
to  all  parts  of  the  world. 

Mr.  McGiLLicuDDY.  Do  you  have  any  system  of  discounts  in  this 
foreign  export  trade? 

Mr.  Farrell.  Absolutely  none.    We  sell  at  flat  prices. 

Mr.  McGiLLicuDDY.  You  did  in  the  domestic  trade? 

Mr.  Farrell.  They  do  in  the  pipe  business ;  but  we  sell  our  mate- 
rial at  so  much  per  pound  or  per  ton. 

Mr.  McGiLLicuDDY.  You  say  you  have  no  discount  system  in  the 
foreign  export  trade? 

Mr.  Farrell.  No;  and  no  preferential  prices.  In  any  case,  we  are 
in  competition  with  the  foreign  manufacturer,  and  unless  we  can  meet 
the  parity  of  their  prices  we  can  not  sell  at  all. 

Mr.  McGiLLicuDDY.  Is  there  a  rebate  allowed  home  manufacturers 
on  export  material  used  in  their  manufactured  products? 

Mr.  Farrell.  We  have  made  allowances  to  manufacturers  of  ma- 
terials. For  example,  I  have  in  mind  a  manufacturer  of  gas  hold- 
ers. A  firm  in  this  country  might  desire  to  bid  on  a  gas  holder 
in  Eio  de  Janeiro,  and  we  would  make  a  special  price  to  him  for 
that  particular  business.  In  other  words,  that  busmess  is  more  or 
less  regarded  by  us  the  same  as  our  own  export  business.  The 
only  difference  is  that  while  we  indirectly  help  ourselves  in  selling 
material  to  these  people,  we  directly  help  them  in  building  up  their 
own  foreign  business.  Our  effort  has  been  to  develop  a  lange  busi- 
ness from  this  country,  because  the  larger  the  business  the  better  it. 
is  for  us. 

Mr.  McGiLLiGUDDY.  Then  the  old  idea  that  was  held  out  that  you 
were  selling  these  products  in  foreign  markets  simply  to  dispose 
of  some  surplus  and  keep  the  mills  running  is  not  true? 

Mr.  Farrell.  It  is  true,  but  we  are  gradually  getting  away  from 
it.  We  hope  eventuallv  to  get  away  from  it,  if  it  is  not  regarded  as 
an  economic  crime  to  do  a  foreign  business. 

Mr.  McGiLLiCTjDDY.  But  you  would  not  do  it  unless  you  could  do 
it  at  a  profit? 
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Mr.  Farbeix.  We  are  ultimately  aiming  in  that  direction. 

Mr.  McGnLLictFDDY.  So  it  is  a  fact,  then,  that  rebates  are  allowed  to 
home  manufacturers  on  the  manufactured  export  products? 

Mr.  Farrell.  In  a  nunlber  of  cases. 

Mr.  McGiLLicuDDY.  Yes,  sir;  that  is  what  I  mean. 

Mr.  Farrell.  Yes. 

Mr.  McGnxicuDDT.  Is  it  not  a  fact  that  large  manufacturers, 
such  as  the  International  Harvester  Co.,  secure  a  larger  rebate  than 
the  smaller  shippers? 

Mr.  Farrell.  Mr.  McGillicuddy,  we  have  done  no  business  with 
the  International  Harvester  Co.  for  a  period  of  five  or  six  years.  It 
may  interest  you  to  know  that  the  International  Harvester  Co.  has 
boycotted  the  United  States  Steel  Corporation  for  the  last  five  yeai-s. 
It  grew  out  of  a  transaction  between  one  of  our  companies  and  the 
International  Harvester  Co.  over  the  question  of  the  price  of  some 
material  entering  into  a  building,  and  from  a  mere  quibble  between 
salesmen  result^  in  a  complete  estrangement  of  business  relations, 
so  that  so  far  as  the  International  Harvester  Co.  is  concerned,  and 
the  United  States  Steel  Corporation  is  concerned,  there  is  absolutely 
nothing  in  common  "between  them,  and  we  did  not  even  do  business 
with  each  other. 

Mr.  McGn-LicuDDY.  How  long  has  that  been  ? 

Mr.  Farreix.  For  something  like  five  or  six  years. 

Mr.  MoGiLucuDDY.  Previous  to  that  they  received  a  larger  rebate 
than  other  smaller  companies  ? 

Ifr.  Farrell.  No,  sir ;  for  the  reason  they  own  large  steel  works 
themselves.    They  are  owners  of  the  Wisconsin  Steel  Co. 

Mr.  McGiLUCUDDY.  The  reasons  for  it  would  not  be  material. 
You  say  the  fact  is  they  did  not  receive  any  larger  rebate! 

Mr.  Farrell.  No,  sir. 

Mr.  McGiLLicuDDY.  Would  not  larger  manufacturers  receive  more 
liberal  rebates  than  smaller  ones,  as  a  matter  of  business? 

Mr.  Farrell.  No,  sir.  You  have  referrence  to  this  export  allow- 
ance now  ? 

Mr.  McGiLLicuDDY.  Yes. 

Mr.  Farrell.  Well,  I  had  with  me  a  list  of  153  small  manufac- 
turers in  this  country  that  we  give  special  prices  to  for  bailers,  etc., 
where  the  material  goes  into  new  boilers  or  hoisting  engines.  I  would 
like  to  make  a  statement  on  this. 

The  policy  of  allowing  or  paying  a  drawback  of  the  duty  paid  on 
import  materials  used  in  the  manufacture  of  commodities  exported 
from  this  country  has  been  followed  by  the  Government  for  years  in 
aocordance  with*  laws  enacted  by  Congress.  The  Government  pays 
such  drawback  to  the  exporters  when  satisfactory  proof  is  presented 
under  Gt)vemment  regulations,  and  it  is  the  practice  of  manufactur- 
ers who  make  export  allowances  to  require  their  customers  to  furnish 
similar  proof  of  export  before  allowances  are  made. 

This  same  policy  has  also  been  recognized  hj  the  Interstate  Com- 
merce Commission  in  the  establishment  of  special  export  rates,  which 
apply— 

(l)  To  direct  exports  of  a  great  variety  of  commodities  in  which 
iron  and  steel  is  used,  as  well  as  other  classes  of  merchandise  not 
related  in  any  way  to  the  iron  and  steel  industry. 
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(2)  Rates  of  rebate  allowance  have  also  been  established  by  the 
Interstate  Commerce  Commission  on  certain  classes  of  iron  and  steel 
products  which  are. exported  indirectly. 

This  policy,  as  laid  down  by  the  Interstate  Commerce  Commission, 
is  illustrated  specifically  in  the  freight  rate  on  tin  plate  from  the 
Pittsburgh  district  to  the  Pacific  coast.  The  tariff  freight  rate  on 
tin  plate  from  the  Pittsburgh  district  to  the  Pacific  coast  in  carload 
lots  IS  66.2  cents  per  100  pounds  on  all  tin  plate  entering  into  domestic 
consumption.  All  shippers  and  consignees  are,  of  course,  obliged  to 
pay  this  rate.  There  is  a  clause,  however,  which  provides  that  the 
railroads  shall  rebate  20  cents  per  100  pounds  on  tm  plate  used  for 
making  packages  or  containers  for  goods  for  export  direct  to  foreign 
countries,  upon  satisfactory  proof  of  exportation  and  claim  for  re- 
fund promptly  filed  with  the  Trans-Continental  Freight  Bureau,  in 
Chicago,  in  behalf  of  the  railroad  interested. 

The  same  freight  rates  apply  to  tin  plate  exported  to  British 
Columbia,  with  a  rebate  of  20  cents  per  100  pounds,  upon  satisfactory 
proof  of  entry  for  consumption  op  manufacture  in  British  Columbia. 

The  idea  of  making  export  allowances  as  followed^  by  the  constitu- 
ent companies  of  the  United  States  Sted  Corporation  to  their  cus- 
tomers who  are  engaged  in  the  export  business  suggested  itself  by  the 
Government's  policy  of  paying  drawback  of  duty  under  the  drawback 
law,  and  is  similar  to  the  action  of  the  Interstate  Commerce  Commis- 
sion in  establishing  and  approving  export  freight  rates  and  rebates 
on  direct  and  indirect  exportations  of  commodities. 

The  practice  of  the  constituent  companies  of  the  United  States 
Steel  Corporation  in  the  matter  of  export  allowances  has  been  based 
upon  the  principle  that  an  export  business  in  all  classes  of  commodi- 
ties, in  wnich  steel  is  used,  should  be  encouraged,  with  a  view  to 
enlarging  the  volume  of  tonnage  and  to  create  a  basis  for  an  exchange 
of  values,  upon  which  our  country's  commerce  with  foreign  countries 
is  based. 

Practical  manufacturers  and  business  men  in  their  endeavors  to 
obtain  a  foothold  in  foreign  markets  for  their  commodities  are 
obliged  to  meet  the  competition  of  manufacturers  and  exporters  of 
other  countries  engaged  in  similar  industries.  It  has  been  learned 
by  long  experience  that  small  concessions  made  to  manufacturers  of 
machinery,  structural  material,  canned  products,  and  commodities 
exported  in  packages,  in  which  steel  or  some  form  of  steel  product 
is  used  wholly  or  in  part  in  the  manufacture  of  containers,  and  a 
large  number  of  other  industries,  in  which  steel  in  some  form  or 
shape  is  used  wholly  or  in  part,  have  been  of  material  assistance  in 
enabling  such  American  industries  to  become  established  in  foreign 
markets  that  had  never  been  exploited  by  them  before. 

This  policy  has  been  followed  consistently,  and  its  practical  appli- 
cation has  been  of  enormous  benefit  to  all  American  manufacturers 
using  steel  in  the  commodities  which  they  export. 

An  examination  of  the  records  of  the  constituent  companies  of 
the  United  States  Steel  Corporation  shows  that  up  to  the  end  of  the 
year  1911  export  allowances  had  been  made  to  153  different  concerns 
throughout  the  United  States  on  various  forms  of  steel  supplied  to 
them^  to  be  used  in  the  manufactured  articles  which  tiiey  export  upon 
furnishing  satisfactory  proof  of  exportation.  These  concerns  include 
manufacturers  of  cars  and  car  equipment,  locomotives  and  locomo- 
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live  equipment,  boilers,  hoisting  machinery,  for^ngs,  agricultural 
implement  manufacturers,  carriage  and  wagon  builders,  fireproofing, 
shipbuilders,  cooperage,  and  a  variety  of  other  industries. 

The  list  ox  these  153  concerns  I  have  not  with  me,  but  I  can  furnish 
it.  But  it  does  not  contain  the  name  of  the  International  Har- 
vester Co. 

Mr.  McGiLLicuDDY.  You  did  do  business  with  that  company  pre- 
vious to  five  years  ago? 

Mr.  Farbell.  I  presume  some  domestic  business,  but  that  was  be- 
fore I  had  jurisdiction. 

Mr.  McGriLLicuDDY.  They  got  rebates  before? 

Mr.  Fabhell.  Not  on  the  export  business,  because  the  International 
Harvester  Co.  has  its  own  rolun^  mills. 

Mr.  McGiLUCUDDY.  What  is  the  price  you  get  for  barbed  wire  for 
export? 

Mr.  Fabrelu  The  domestic  price  of  barbed  wire  in  1911,  or  bring- 
ing it  down,  say,  for  the  last  six  months,  is  $1.85.  That  is,  the 
American  farmer  paid  $1.85  at  the  mills  for  his  barbed  wire. 

Mr.  RrasD.  Per  100  pounds. 

Mr.  Fabbell.  Per  lOOpounds;  yes.    Thank  you. 

Mr.  McGii-LictJDDY.  miat  is  the  export? 

Mr.  Fabbell.  The  export  man  paia  $2.  He  paid  $3  a  ton  more 
than  the  American  farmer.  That  is  a  matter  of  record.  It  has 
always  been  ti^e  case  in  all  the  years  that  we  have  done  this  foreign 
business,  and  the  reason  is  that  the  European  manufacturers  have 
never  made  any  special  effort,  apparently,  to  do  this  business  in  barbed 
wire.  It  is  almost  an  American  product.  But  those  records  can  be 
examined  by  Mr.  MacRae  or  anybody  else,  and  they  will  find  that  we 
have  always  received  more  money  for  the  foreign  wire  than  we  have 
from  the  American  farmer. 

Mr.  McGiLLicuDDY.  That  is  what  I  wanted  to  know. 

Mr.  Reed.  More  money  f .  o.  b.  your  mills  ? 

Mr.  Fabbell.  These  prices  are  f.  o.  b.  the  mills. 

Mr.  McGiLLicuDDY.  You  said  the  capital  stock  of  your  company 
has  be^i  increased  to  $1,000,000. 

Mr.  Fabbell.  Yes. 

Mr.  McGiLLicuDDY.  How  much  of  it  has  been  issued  ? 

Mr.  Fabbell.  All  of  it. 

Mr.  McGilucuddy.  That  is  all. 

The  Chabman.  I  wish  you  would  turn  to  pace  1770  of  the  hear- 
inffs.    I  would  like  to  get  you  to  explain  that  table. 

Mr.  McGn^LiouDDY.  While  you  are  getting  that,  I  want  to  ask  if 
what  you  say  of  barbed  wire  is  true  of  other  wire  ? 

Mr.  Fabbell.  Fencing  wires  generally? 

Mr.  McGiLLicuDDY.  I  understood  you  to  exclude  all  wires.  The 
same  thing  is  true  in  reference  to  that. 

Mr.  Fabbell.  I  want  to  distinguish.  The  difference  is  greater  on 
barbed  wire  than  it  is  on  fencing  wire.    There  is  a  difference. 

Mr.  McGiLLicuDDY.  But  it  is  all  higher  than  it  is  in  domestic? 

Mr.  Fabbell.  Yes. 

Mr.  Babtlett.  I  understood  you  to  say  in  reference  to  that  that 
the  foreign  manufacturers  have  not  been  able  to  manufacture  it 
Did  you  say  manufacture  or  sell  ? 
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Mr.  Farrell.  I  did  not  say  unable  to  manufacture.  I  say  it  does 
not  appear  they  have  taken  up  this  product  as  we  have.  We  have 
large  mills.  We  have  one  at  Allentown  thatproduces  nothing  but 
export  material  and  makes  200  tons  a  day.  we  are  building  a  mill 
at  Birmingham,  Ala.,  which  will  produce  this  material. 

The  Chairman.  On  page  1770  of  the^  hearings  there  is  a  table 
showing  the  export  price  and  the  domestic  price  of  various  articles, 
showing  the  average  invoice  and  ayerage  f.  o.  b.  mill  prices  received 
by  subsidiary  companies  of  the  United  States  Steel  Corporation. 
In  the  column  marked  "  Invoice  price,"  what  do  you  mean  oy  that? 

Mr.  Farrell.  That  price  woula  include  the  cost  of  insurance  and 
freight  That  is  what  we  would  call  the  domicile  price,  the  de- 
livered orice. 

The  Chairman.  Anywhere  in  the  United  States? 

Mr.  Farrell.  It  would  be  an  average.  You  see  these  are  average 
prices. 

The  Chahiman.  Invoice? 

Mr.  Farrell.  Yes ;  average  prices. 

The  Chahsman.  You  mean  including  the  freight? 

Mr.  Farrell.  Yes.    We  would  include  the  freight,  I  think. 

The  Chairman.  Have  you  any  table  showing  the  price  of  the 
article  at  the  mill  ? 

Mr.  Farrell.  Yes ;  it  is  there. 

The  Chairman.  Wliere  is  it;  the  f.  o.  b.  mill  price? 

Mr.  Farrell.  Yesjit  is  there. 

The  Chairman.  Where  is  the  price  of  that  article  to  the  for- 
eimer?    That  is  what  I  asked  for. 

Mr.  Farrell.  Are  these  the  export  prices? 

The  Chairman.  Yes. 

Mr.  Farrell.  Well,  these  are  made  up  of  average  prices,  of  aver- 
age returns  received. 

The  Chairman.  What  I  want  to  get  at,  so  as  to  be  able  to  use  this 
table,  is  this:  For  instance,  take  nails  and  staples  in  this  table  on 
page  1770.  •  It  says  net  tons,  $44.45.  What  does  that  mean,  the  in- 
voice price,  and  what  does  the  invoice  price  mean  ? 

Mr.  Farrell.  The  invoice  price  means  the  price  to  the  customer, 
which  might  include  the  freignt  if  we  prepay  the  freight. 

The  Chairman.  It  means  the  price  at  the  mill  ? 

Mr.  Farrell.  The  price  at  the  mill  plus  the  freight;  the  f.  o.  b. 
mill  price  is  stated  there  as  $39.10. 

The  Chairman.  Where  is  the  price  of  that  article  to  the  foreigner? 

Mr.  Farrell.  ThCvSe  are  all  export  prices,  and  those  are  average 
export  prices. 

The  Chairman.  Where  is  the  domestic  price? 

Mr.  Farrell.  I  presume  this  statement  may  have  been  called  for. 
Is  this  Judge  Gary's  testimony? 

The  Chairman.  Tliese  are  statements  given  at  the  conclusion  of  a 
hearing.  I  was  under  the  impression  that  these  were  the  prices  of 
these  articles  at  home  and  abroad.    That  was  what  I  had  wanted. 

Mr.  Reed.  At  the  bottom  of  page  1766,  Mr.  Boiling,  who  presented 
a  statement,  says  that  it  contains  the  average  prices  received  for 
principal  classes  of  steel  products  exi)orted  in  the  past  five  years.  I 
do  not  think  it  is  intended,  Mr.  Chairman,  to  include  the  domestic 
prices.  It  could  not  have  been  understood  that  was  what  you 
wanted. 
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Mr.  Farrell.  That  is  a  separate  table  of  exports. 

The  Chairman.  I  wanted  a  table  showing  in  parallel  columns  the 
price  of  the  article  here  and  abroad.  The  tables  are  worthless  unless 
they  show  that.  These  tables  were  offered  at  the  conclusion  of  a  hear- 
ing, and  I  did  not  examine  them  carefully  at  the  time.  I  assumed 
that  was  what  you  meant  to  give  us.    That  is  what  we  asked  for. 

Mr.  Farrell.  I  think  if  you  had  asked  for  it  yon  would  have 
gotten  iti  There  is  no  reason  why  we  should  not  give  it  to  you  off- 
hand. 

Mr.  Keed.  It  isjperfectly  easy  to  obtain. 

Mr.  Farrell.  Tne  probabilities  are  somebody  was  asked  to  furnish 
these  prices. 

Mr.  keed.  I  was  not  here  that  day,  but  it  appears  from  Mr.  Boiling 
that  he  was  merely  presenting  what  you  wanted. 

Mr.  Farrell.  We  could  just  as  well  have  furnished  the  domestic 
prices. 

The  Chairman.  Take  this  item  of  nails  and  staples. 

Mr.  Farrell.  Yes. 

The  Chairman.  Do  you  know  the  domestic  price  of  wire  nails 
and  staples! 

Mr.  Farrell.  $1.56  a  keg. 

The  Chairman.  Ti\Tiat  is  the  export  price? 

Mr.  Farrell.  The  export  price  is  about  $1.65,  New  York,  at  the 
present  time. 

The  Chairman.  What  is  it  at  the  mill? 

Mr.  Farrell.  It  is  just  about  a  parity.  I  would  say  we  are  re- 
ceiving for  export  practically  thie  same  price  we  are  receiving  in  the 
domestic  market.  That  is  due  to  the  enormous  activitv  of  German 
■lills. 

The  Chairman.  One  is  at  New  York,  though,  and  the  other  is  at 
the  mill.    Why  do  you  make  that  charge  at  New  York  $1.65? 

Mr.  Farrell.  Oi  course,  we  offer  material  to  sell  at  the  seaboard. 

The  Chairman.  What  is  the  freight? 

Mr.  Farrell.    Ten  and  a  half  cents. 

The  Chairman.  And  it  is  $1.66  at  New  York? 

Mr.  Farrell.  Yes.  That  would  be  $1,545.  It  is  within  a  half  a 
cent  of  the  domestic  price.  If  we  could  ship  the  nails  from  Baltimore 
the  freight  would  be  1^  cents  less,  and  from  AUentown  it  would  be 


The  Chairman.  What  was  the  export  price  of  fencing  staples? 

Mr.  Farrell.  That  is  the  staple  you  use  in  putting  on  barbed  wire. 

The  Chairman.  What  is  the  difference  between  the  price  here  and 
the  export  price? 

Mr.  Farrell.  They  are  higher  for  the  export  trade.  They  go  in 
with  the  barbed  wire.  •  We  get  $2  a  ton  more  for  export. 

Mr.  Gardner.  I  want  to  call  your  attention  to  the  fact  that  the 
table  on  page  1770  is  spoken  of  by  Mr.  Boiling  on  page  1756. 

Mr.  B^D.  I  read  tiiat  into  the  record. 

Mr.  Gardner.  I  understand  that.  I  understand  Mr.  Boiling  sub- 
mitted it  at  the  remiest  of  Mr.  McGillicuddy,  which  appears  on  page 
96  of  the  hearing  No.  8,  and  reads  as  follows : 

Mr.  ficGnxicuDDT.  Can  you  give  the  committee,  either  now  or  later,  a  list 
of  prices  you  get  In  foreign  countries? 
Hr.  Oabt.  I  think  we  can.    I  will  try  to  do  that. 
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Mr.  McGiLLicuDDY.  In  all  of  the  foreign  countries  yon  sell  to. 
Mr.  Oabt.  For  what-  period? 

Mr.  McGiLLiciTDDy.  For  the  last  two  or  three  years,  or  as  far  back  as  you  can. 
Mr.  Gast.  I  will  try  to  do  that    I  hare  done  that  several  times  for  con- 
gressional committees. 

It  apparently  gives  the  information  asked  for. 

The  Chairman.  I  may  be  mistaken,  but  I  do  not  see  that  it  gives 
the  price  obtained  in  foreign  countries.  It  gives  the  price  f.  o.  b. — 
the  mill  price.    Is  that  the  export  price? 

Mr.  Farrell.  Yes. 

The  Chairman.  That  is  the  invoice  price. 

Mr.  Reed.  It  gives  more  than  is  asKed  for.  It  shows  what  the 
company  received  for  it  and  what  its  net  receipt  was. 

Mr.  FARRELii.  The  invoice  price  is  the  price  paid  by  the  customer, 
whether  in  Shanghai,  Moji,  or  Kingstop,  Jamaica. 

Mr.  Gardiner.  The  invoice  price  is  what  the  customer  pays,  and 
the  f.  o.  b.  price  is  what  you  get  for  it? 

Mr.  Farrell.  Absolutely. 

The  Chairman.  It  is  made  up  from  averages? 

Mr.  Farrell.  Yes.  The  business  is  so  enormous  that  we  could  not 
detail  it. 

The  Chairman.  I  believe  we  made  a  request  that  they  give  the 
committee  the  price  of  the  article  sold  here — ^the  sale  price  here  and 
the  price  for  the  same  article  for  export.  Can  you  funiish  this  com- 
mittee with  the  articles  mentioned  on  page  1770,  giving  in  parallel 
columns  the  price  for  which  it  is  sold  here  and  the  price  on  tne  same 
article  when  sold  abroad,  at  the  mill? 

Mr.  Reed.  Can  that  be  done? 

Mr.  Farrell.  Almost  anything  can  be  done,  Mr.  Reed. 

Mr.  Reed.  We  will  try  to  do  it. 

Mr.  Beall.  I  frequently  notice  statements  in  the  newspapers  and 
other  places  about  the  existence  of  some  kind  of  an  international  rail 
syndicate  or  an  organization  of  some  kind  of  an  international  char- 
acter that  has  something  to  do  with  the  marketing  of  steel  rails.  Has 
there  within  recent  years  been  any  such  organization  as  that? 

Mr.  Farrell.  I  believe  there  is  an  organization  in  Europe  among 
the  European  manufacturers,  but  I  myself  or  my  company  never 
have  had  anything  to  do  with  it.  We  have  always  reserved  freedom 
of  action  to  do  our  business  in  any  market. 

Mr.  Beall.  Do  you  know  anything  about  how  the  membership 
of  that  organization  is  constituted? 
.  Mr.  Farrell.  No,  sir. 

Mr.  Beall.  Or  the  steel  producers  of  how  many  countries  are 
interested  in  it? 

Mr.  Farrell.  Noj  I  could  not  say. 

Mr.  Beall.  I  believe  you  state  that  the  United  States  Steel  Cor- 
poration never  has  been  a  member  of  that  organization? 

Mr.  Farrell.  No,  sir. 

Mr.  Beall.  Has  it  been  your  understanding  that  any  other  Ameri- 
can steel  company  has  ? 

Mr.*  Farrell.  No  ;  I  have  no  knowledge,  Mr.  Beall,  of  what  our 
employees  in  Singapore  and  in  all  these  countries  all  over  the  world 
may  be  doing.  They  may  be  talking  about  the  rail  busine^  with 
Krupp's  people  in  Valparaiso  or  some  place  else. 
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Mr.  Beall.  Did  you  ever  have  any  intimation  or  information  that 
the  representatives  of  the  United  States  Steel  Corporation,  together 
with  the  foreign  representatives,  say,  of  other  corporations,  if  they 
have  foreign  representatives,  and  the  representatives  of  foreign  man- 
ufacturing concerns  had  made  among  themselves  any  sort  of  an 
agreement  looking  to  the  distribution  ot  the  trade  in  steel  rails? 

Mr.  Fabbell.  SFo;  I  think  that  is  a  myth,  as  far  as  the  general 
application  of  the  matter  is  concerned. 

Mr.  Beall.  Did  you  ever  hear  that  the  percentage  of  rails  pro- 
duced in  the  United  States,  or  the  percentage  of  rails  allotted  to  the 
manufacturers  in  the  United  States,  in  the  neutral  markets,  was 
about  30  per  cent } 

Mr.  Farbell.  I  have  seen  such  statements  in  the  newspapers. 

Mr.  Beall.  Do  you  know  whether  there  is  any  basis  of  fact  for 
those  statements? 

Mr.  Farrell.  I  have  no  personal  knowled^. 

Mr.  Beall.  Have  you  any  information,  aside  from  your  personal 
knowledge,  to  which  you  attach  any  importance,  that  there  nas  been 
a  parcelmg  out  among  the  steel-producmg  companies  of  the  market 
in  this  neutral  territory? 

Mr.  Farrell.  No.  I  believe  it  is  a  pretty  well  accepted  fact  all 
over  the  world  that  we  are  large  producers  of  rails,  and  I  think  that 
we  may  be  tolerated  in  certain  places.  That  is,  perhaps  our  people 
may  do  business  in  some  markets,  and  the  manufacturer  in  Austria 
might  devote  most  of  his  time  doing  business  in  Eoumania  and  these 
other  countries. 

Mr.  Beall.  Does  this  condition  of  affairs  come  about  simply  as  the 
result  of  accident,  or  is  there  any  kind  of  agreement? 

Mr.  Farrell.  I  think  the  European  manufacturers  have  some 
agreement  among  themselves. 

Mr.  Beall.  Is  it  the  understanding  that  anywhere  within  your 
knowledge,  or  from  information  you  have  received,  that  the  Ameri- 
can manufacturers  will  be  tolerated  in  any  country  to  the  extent  of 
30  per  cent  of  the  business  of  that  country  ? 

Mr.  Farrell.  No;  we  have  always  sold  as  many  rails  as  we  can. 
I  think  last  year  we  sold  about  340,500  tons. 

Mr.  Beall.  In  the  event  you  sell  any  amount  of  rails  over  and 
above  any  specified  percentage,  are  you  required  to  pay  any  forfeit 
or  any  penalty  ? 

Mr.  FARREUi.  We  are  not  members  of  any  association. 

Mr.  Beall.  Because  of  that  excess? 

Mr.  Farrell.  Our  company  is  not  a  member  of  any  association, 
and  consequently  I  know  nothing  about  it. 

Mr.  Beall.  Do  you  know  anything  about  any  agreement  among 
foreign  rail  makers  not  to  ^uote  the  price  of  rails  in  tiiie  United 
States  below  the  domestic  prices? 

Mr.  Farrell.  No,  sir. 

Mr.  Beall.  Do  you  know  anything  about  any  agreement  among 
the  domestic  manufacturers  that  they  will  not  quote  steel  rails  in 
any  foreign  country  that  produces  steel  rails  below  the  prices  that 
are  quoted  there  ? 

Mr.  Farrell.  No,  sir;  I  can  answer  the  question,  though,  to  the 
extent  of  saying  that  when  I  was  at  our  Lorain  mill  two  weeks  ago 
we  were  rolling  rails  for  Liverpool,  Newcastle,  and  Glasgow. 
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Mr.  Beall.  I  believe  you  stated  that  you  do  not  know — that  you 
have  no  knowledge — of  any  arrangement  under  which  American 
manufacturers  have  bound  ttiemselves  not  to  quote  prices  below  the 
prices  of  their  home  manufacturers  in  any  foreign  country? 

Mr.  Farrell.  I  have  no  knowledge.  I  say  we  have  68  offices  all 
over  the  world.  I  do  not  know  what  our  people  may  be  doing  in 
some  of  these  countries.  I  presume  they  are  conforming  to  the  laws 
of  those  countries.    They  ought  to. 

Mr.  Beall.  Have  you  any  knowledge  of  any  international  agree- 
ments controlling  or  seeking  to  control  the  price  of  pipe  and  tubes, 
sheets  and  wires? 

Mr.  Farrell.  No;  I  think  a  great  many  years  ago  there  was  an 
arrangement,  that  there  was  some  effort  made  to  effect  an  arrange- 
ment on  pipe. 

Mr.  Beall.  There  is  some  kind  of  an  international  organization 
in  which  American  manufacturers  participate,  is  there  not,  in  the 
steel  business  ? 

Mr.  Farrell.  No,  sir;  not  to  my  knowledge. 

Mr.  Beall.  The  National  Steel  Institute,  is  not  that  it?  Are 
there  not  certain  Americans  members  of  the  International  Steel  In- 
stitute— perhaps  is  the  proper  name  of  it? 

Mr.  Farrell.  That  was  a  metallurgical  convention.  I  can  give 
you  the  proceedings  of  that  convention,  if  you  would  like  to  have  it. 

Mr.  Beall.  Have  you  been  present  at  their  meetings? 

Mr.  Farrell.  Yes,  sir;  I  was  present.  I  have  attended  a  good 
many  of  the  metallurgical  conventions. 

Mr.  Beall.  What  is  the  name  of  this  particular  organization? 

Mr.  Farrell.  Which? 

Mr.  Beall.  The  one  that  meets  at  Brussels? 

Mr.  Farrell.  It  did  not  have  any  particular  name.  It  was  a  con- 
vention of  metallurgists  from  all  parts  of  the  world — from  Sussia, 
Italy,  Spain,  France,  Germany,  Austria-Himgary,  Great  Britain, 
America,  and  Canada. 

Mr.  Beall.  Did  it  not  have  any  title  at  all ?    What  did  they  call  it? 

Mr.  Farrell.  I  don't  remember.  Perhaps  the  proceedings  might 
tell.    Of  course  it  was  an  international  gathering. 

Mr.  Beall.  What  was  the  purpose  of  that  international  gathering, 
briefly  stated? 

Mr,  Farrell.  The  purpose  of  the  gathering  was  to  become  ac- 
quainted and  to  discuss  papers,  the  same  as  in  any  convention  in  any 
industry.  The  proceedmgs  were  printed.  They  are  available  for 
anybody  that  wants  to  see  them. 

Mr.  Beall.  Did  they  have  anything  to  do  with  the  discussion  of 
prices? 

Mr.  Farrell.  No,  sir. 

Mr.  Beall.  I  have  seen  frequent  references  to  the  alleged  feet 
that  there  was  some  sort  of  an  international  agreement  that  was  being 
made  among  manufacturers  of  steel.  Do  you  know  anything  about 
that? 

Mr.  Farrell.  No.  There  may  be  a  desire  on  the  part  of  some  of 
the  Europeans  to  have  a  thing  of  that  kind.  But  we  know  we  can 
not  have  a  thing  of  that  kind,  so  we  could  not  consider  it.  I  have 
read,  and  I  thought  I  had  it  with  me,  a  copy  of  a  page  from  one  of 
the  English  papers  in  which  they  stated,  I  think  it  was  in  1909,  that 
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the  British  Sheet  Iron  Manufacturers'  Association  had  no  fear  of  the 
Americans  maldng  any  headway  in  the  export  trade  because  of  their 
high  costs  of  labor  and  the  deamess  of  spelter.  I  was  compiling 
some  figures  recently  showing  we  had  built  our  sheet-iron  business 
up  to  280,000  tons. 

Mr.  Beall.  I  understood  you  to  say  yesterday  that  the  railroads 
very  frequently  make  demand  upon  you  for  rails  of  certain  speci- 
fications! 

Mr.  FARitELL.  Yes,  sir. 

Mr.  Beall.  Where  there  is  some  variation  in  the  amount  of  cer- 
tain alloys  that  m  to  make  them  ? 

Mr.  Farrell.  les^  sir. 

Mr.  Beall.  I  believe  the  substance  of  your  answer  was  that  those 
rails  were  more  durable  in  some  respects  and  more  brittle  and  more 
likely  to  break  in  others.  I  notioea  a  few  days  ago  in  some  news- 
pajper  where  some  one  road,  I  think  in  the  South,  on  a  train  there  was 
a  nat  wheel  and  it  broke  several  hundred  rails.    Did  you  see  that? 

Mr.  Farbell.  I  did  not^  but  I  know  a  flat  wheel  is  likely  to  do 
that  with  a  hirfi-carbon  rail. 

Mr.  Beall.  What  would  that  indicate  ? 

Mr.  Farbell.  Perhaps  too  high  carbon  in  the  steel,  the  very  thing 
I  Was  talking  about. 

Mr.  Beall.  That  that  rail  was  too  brittle? 

Mr.  Farrell.  Apparently  too  brittle.  A  softer  rail  would  have 
stood  an  indentation,  whereas  a  very  high-carbon  rail,  high  in  silicon, 
would  not. 

Mr.  Beall.  What  purpose  has  the  railroad  company  in  equipping 
its  road  with  rails  that  are  so  brittle  as  that? 

Mr.  Farrbix.  I  do  not  know.  Of  course,  they  are  harder  and  they 
wear  longer. 

Mr.  Beall.  They  stand  certain  classes  of  wear  better  than  the 
softer  rail? 

Mr.  Farrell.  Yes,  sir;  they  do. 

Mr.  Beall.  But,  under  certain  other  contingencies,  there  might  be 
much  less  trouble  with  the  softer  rail  ? 

Mr.  Farrell.  Probably. 

Mr.  Beall.  And  the  harder  rail  is  more  dangerous  to  human  life? 

Mr.  Farrell.  Yes;  it  is  generally  thought  so. 

I  think  the  railroads,  as  well  as  the^  rail  makers,  are  doing  every- 
thing they  possibly  can  to  develop  a  rail  that  is  safe. 

As  far  as  we  are  concerned,  we  would  rather  pass  our  dividends 
than  turn  out  rails  that  would  affect  the  safety  oi  the  traveling  pub- 
lic— the  safety  of  ourselves  or  anybody  else  who  might  be  traveling 
on  railroads. 

Mr.  Beall.  But^  of  course,  in  filling  an  order  for  rails,  you  comply 
with  the  specifications  and  requirements  of  the  railroad  company? 

Mr.  Farbell.  We  are  obliged  to  conform  to  the  specifications  pre- 
sented to  us.    They  insist  on  that. 

Mr.  Beall.  Do  you  know  of  any  instances  where  these  special 
specifications  have  oeen  submitted  to  you  upon  rails,  and  submitted 
to  other  manufacturers,  where  different  companies  would  offer  to 
supply  the  rails  at  exactly  the  same  figure? 

Su*.  Farbell.  I  do  not  know.  I  do  know  that  the  American  So- 
ciety of  Engineers,  and  the  railway  societies  and  technical  men  gener- 
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ally,  have  been  making  a  constant  study  of  the  quality  of  rails  for  sct- 
eral  years,  and  they  are  still  at  it. 

Mr.  Beall.  In  tne  transaction  of  the  business  of  your  corporation, 
when  the  time  arrives  that  you  think  the  conditions  demand  a  change 
in  price  of  any  articles  that  you  manufacture,  what  is  the  process  by 
which  that  price  is  changed? 

Mr.  Farrell.  We  simply  notify  our  offices  all  over  the  country 
that  the  price  is  either  changed  up  or  down,  as  the  case  may  be. 

Mr.  Beall.  Preliminary  to  that  change,  is  there  any  kind  of  a  con- 
sultation between  you  and  anybody  else  as  to  whether  or  not  that 
change  should  be  made? 

Mr.  Farrell.  You  mean  within  our  companies? 

Mr.  Beall.  No;  with  anybody  outside  of  your  companies? 

Mr.  Farrell.  No,  sir. 

Mr.  Beall.  At  these  Gary  dinners  it  is  constantly  drilled  into 
those  that  are  present  that  parties  there  are  under  the  highest  moral 
obligation  to  maintain  prices;  that  the  obligation  is  more  eflFective 
and  more  binding  than  an  agreement  that  would  be  signed  upon 
that  question. 

When  you  come  to  change  a  price,  how  can  you  consistently,  with 
that  obligation  of  honor,  of  which  we  see  so  much  at  the  Gary  din- 
ners, change  that  price  without  conferring  with  somebody  or  con- 
sulting with  somebody,  or  at  least  advising  somebody  that  you  in- 
tended to  do  it?  Would  not  that  be  considered  a  breach  ot  faith, 
under  the  code  of  honor  that  is  established  at  those  dinners? 

Mr.  Farrell.  Our  people  might  tell  somebody  that  their  price  is 
60  and  so. 

Mr.  Beall.  Do  they  do  that  ?  Is  that  a  custom  ?  Is  that  the  ordi- 
nary rule  that  is  observed?  When  you  get  ready  to  change  a  prict 
do  vou  advise  the  other  competitors  of  uie  fact  that  you  are  going 
to  cnange  the  price  ? 

Mr.  Farrell.  It  has  been  the  custom  to  notify  everybody. 

Mr.  Beall.  If  you  do  not  do  that  do  you  not  render  yourselves 
subject  to  the  charge  of  breaking  this  faith  with  your  competitors 
and  marring  that  spirit  of  cooperation  that  you  have  been  seeking 
to  develop? 

Mr.  Reed.  Are  you  speaking  of  the  present  or  the  past,  Mr.  Beall ! 

Mr.  Beall.  Of  conditions  now;  during  the  past  two  or  three  or 
four  years;  anywhere  within  the  recent  past. 

Mr.  Eeed.  During  the  past  few  months,  of  course,  the  spirit  of 
cooperation  has  hom  somewhat  damaged  by  events  here  in  Wash- 
ington. 

Mr.  Beall.  We  can  not  quite  understand  why  that  would  be  true, 
because  it  was  contended  that  in  this  spirit  of  cooperation  there  was 
no  element  of  violating  any  law. 

Mr.  Reed.  Not  only  contended,  but  believed,  Mr.  Beall ;  but  other 
people  did  not  seem  to  believe  it. 

Mr.  Beall.  Prior  to  the  rude  shock  that  this  spirit  of  oooperatioii 
has^  received  in  the  past  few  months — ^prior  to  tnat  time,  when  the 
United  States  Steel  Corporation  came  to  the  conclusion  that  it  was 
proper  or  necessary  to  change  the  price  upon  any  of  their  stapla 
articles,  would  they  advise  the  competitors  of  the  contemplated 
change? 
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Mr.  Farrell.  Possibfy.  For  example,  if  I  met  a  friend  in  the 
street  or  going  out  to  lunch  and  he  asked  what  I  was  selling  wire 
nails  for,  1  would  not  hesitate  to  tell  him. 

Mr,  Beall.  Was  there  any  rule  or  any  understanding  among  those 
connected  with  the  United  States  Steel  Corporation  tTiat  when  any 
change  of  this  kind  was  contemplated  the  competitors  should  be  aa- 
yised  of  the  proposed  change? 

Mr.  Farrell.  Not  as  I  understand  it. 

Mr.  Beall.  Was  there  any  custom  of  that  sort  ? 

Mr.  Farrell.  There  are  customs  where  people  have  from  time  to 
time  told  each  other  what  they  are  selling  goods  for.  You  can  get 
that  information  in  any  industry. 

Mr.  Beall.  Confining  it  now  to  the  United'  States  Steel  Corpora- 
tion, I  will  ask  you  again  if  there  is  any  custom  prevailing  in  that 
organization,  when  they  contemplate  making  a  change  in  the  price  of 
any  of  their  staple  articles  of  trade,  of  advising  their  competitors  of 
that  proposed  cnange? 

Mr.  Farrell.  Not  specificalljr.  Of  course,  if  prices  are  changed, 
they  are  changed  openly;  a  price  would  be  changed  openly.  Cus- 
tomers and  salesmen  would  be  notified  of  a  change  in  price. 

Mr.  Beall.  I  will  ask  this :  Were  you  at  the  Gary  luncheon  that 
was  given  about  May  of  last  year  immediately  after  the  Republic 
Co.  had  some  change  in  its  prices? 

Mr.  Farrell.  Yes;  I  think  so. 

Mr.  Beall.  Do  you  remember  whether  anything  was  said  at  that 
luncheon,  in  the  spirit  of  complaint  against  the  Republic  Co.,  that 
that  company  had  made  these  reductions  in  its  prices  and  these 
dianges  without  giving  any  notice? 

Mr.  Farrell.  I  do  not  remember.    I  have  no  recollection  of  it. 

Mr.  Beall.  I  will  ask  you,  at  Judge  Bartlett's  suggestion,  if  Judge 
Gary,  in  his  remarks  at  that  luncheon,  did  not  make  that  complaint 
that  this  spirit  of  cooi)eration  had  been  broken  by  the  Repubhc  Co. 
making  these  changes  in  prices  without  giviiig  SLuy  notice? 

Mr.  Farrell.  I  think  at  that  time  Judge  Gary  issued  a  statement 
about  the  price  conditions.  I  do  not  know  whether  you  have  a  copy 
of  it  or  not.  I  do  not  recall  it.  He  made  some  reference  to  tne 
market  situation  in  the  statement  that  he  published. 

Mr.  Beall.  I  will  ask  you,  as  a  matter  of  fact,  if,  when  the  United 
States  Steel  Corporation,  during  the  past  few  years,  has  made  a 
change  in  price,  other  corporations  engaged  in  like  business  have 
not  made  a  corr^onding  change? 

Mr.  Farrell.  Tne^  can  learn  of  it  in  10  minutes  from  customers. 

Mr.  Beall.  Does  it  not  always  result  in  those  other  corporations 
making  a  change? 

Mr.  Farrell.  I  presume  business  reasons  would  cause  a  man  to 
change  his  price  to  conform  to  the  market  ? 

Mr.  Beall.  Is  it  or  is  it  not  true  that  since  the  organization  of  the 
United  States  Steel  Corporation  these  smaller  companies,  with  the 
possible  exception  of  the  Republic  Co.  last  May,  have  felt  a  very 
great  hesitancy  in  making  any  great  change  in  their  prices  without 
consulting  somebody  connected  with  the  United  States  Steel  Cor- 
poration f 

Mr.  Farrell.  I  have  not  noticed  any  such  hesitancy. 


2764  UNITED  STATES  STEEL  COBPORATION. 

Mr.  Beall.  Have  they  taken  the  initiative  in  making  changes  in 
prices  of  steel  products  f 

Mr.  Farrell.  I  should  say  the  prices  have  been  changed  as  often 
by  the  small  people  as  they  have  b^  the  large  people.  It  depends 
sJtogether  on  the  exigencies  of  the  mills.  If  a  man  nas  not  sufficient 
business,  he  changes  his  price  in  order  to  get  business.  He  may  have 
a  mill  in  a  locality  where  business  may  be  less  prosperous^  thw  it  is 
somewhere  else,  and  he  will  make  his  price  to  tsLKe  the  business. 

Mr.  Beall.  Then  the  Gary  dinners  failed  of  their  purpose?  Be- 
cause, as  I  understand  it,  the  very  purpose  of  these  ainners  was  to 
develop  and  encourage  this  spirit  of  cooperation  so  that  these  differ- 
ent companies  would  observe  the  golden  rule  and  would  accord  fair 
and  proper  treatment  to  all  their  competitors. 

I  believe  that  is  all. 
he  Chairman.  That  is  all.    Thank  you. 

Mr.  Farrell.  I  thank  you  all  for  your  courtesy,  gentlemen. 

The  CHAiRAfAN.  Wfc  will  take  up  these  subpoenas  now.  I  have 
here  the  subpcena  on  Judge  Reed,  president  of  the  Bessemer  &  Lake 
Erie  Bailroad  Co.    You  know  what  that  asks  for,  Mr.  Reed  I 

Mr.  Reed.  Yes. 

In  response  to  that  subpoena  I  have  a  statement  signed  by  the 
auditor  of  the  Bessemer  &  Liake  Erie  Railroad  Co.,  in  the  form  dic- 
tated by  your  accountant,  showing  the  traffic  of  the  Steel  Corporation 
and  others.  Also  a  map  of  the  railroad.  Also  the  general  manager's 
report  for  the  year  ending  December  31,  1910. 

The  subpoena  also  asLs  for  the  report  for  the  year  1911,  but  that 
has  not  been  finished  as  yet.    It  will  be  furnished  as  soon  as  possible. 

The  Chairman.  To  make  a  long  story  short,  that  is  all  that  Mr. 
Mannington  asked  for,  and  that  complies  with  his  request? 

Mr.  Reed.  That,  with  one  other  document,  a  10-year  summary  of 
operating  costs. 

The  Chairman.  Which  will  be  furnished? 

Mr.  Reed.  Which  is  furnished  now.  I  hand  the  chairman  now 
these  papers. 

The  Chairman.  Here  is  another  subpoena  for  Judge  Reed,  as 
president  of  the  Union  Railroad  Co. 

Mr.  Reed.  Here  is  a  statement,  Mr.  Chairman,  in  the  same  form, 
approved  by  your  accountant,  for  the  Union  Railway  Co.,  but,  as  it 
publishes  no  annual  reports,  I  have  not  been  able  to  present  an  an- 
nual report  for  the  committee. 

I  understand,  however,  that  the  committee's  accountants  have 
copied  the  reports  made  annually  by  this  railroad  company  to  the 
Interstate  Commerce  Commission,  and  that  will  give  full  informa- 
tion. 

The  Chairman.  All  right. 

There  is  another  one  for  Mr.  Banks,  president  of  the  Elgin,  Joliet 
&  Eastern  Railroad,  asking  for  certain  statistics. 

Mr.  Reed.  Mr.  Banks  is  present  in  person  and  has  the  informa- 
tion compiled,  and  will  give  it  to  the  committee's  accountants,  if  that 
is  satisfactory  to  the  committee. 

The  Chairman.  Yes;  or  to  Mr.  Mannington. 

Mr.  Reed.  If  he  is  here. 

The  Chairman.  He  is  not  here  now. 

Mr.  Reed.  Do  you  expect  to  be  here  to-morrow,  Mr.  Banks? 
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Mr.  Banks.  I  can  be  here  to-morrow. 

Mr.  Reed.  Have  you  that  information  ready  to  present  ? 

Mr.  Banks.  Yes. 

Mr.  Reed.  I  think  Mr.  Banks  can  give  that  to  the  committee  now. 

The  Chairman.  The  other  subpcena  is  for  Mr.  W.  P.  Palmer^  presi- 
dent of  the  Newburg  &  South  Shore  Railroad. 

Mr.  Reed.  I  have  that  statement,  like  the  other. 

The  Chairman.  That  is  on  the  blank  provided  ? 

Mr.  Reed.  That  is  on  the  blank  dictated  by  Mr.  Mannington,  and 
that  company  also  publishes  no  annual  report,  but  you  have  copied 
its  reports  to  the  Interstate  Commerce  Commission. 

The  Chairman.  I  wish  to  state  that  the  committee  understands 
that  Mr.  Sterling  is  absent  from  the  sessions  of  the  committee  on  ac- 
count of  a  death  in  his  family.  We  regret  very  much  that  he  is 
compelled  to  be  away. 

Mr.  Reed.  Mr.  Banks  has  pot  compiled  the  information  in  the  same 
form,  Mr.  Chairman,  but  gives  the  information  in  full  detail,  so  that 
it  will  be  a  matter  of  but  a  few  minutes'  work  by  a  clerk  to  put  it  in 
the  same  form.  '  ^ 

The  Elgin,  Joliet  &  Eastern  makes  no  annual  report,  but  you  have  a 
copy  of  its  report  to  the  Interstate  Commerce  Commission. 

The  Chairman.  You  have  seen  the  subpoena,  Mr.  Banks,  and  your 
statement  complies  with  it? 

Mr.  Banks.  I  have  complied  with  the  statement.  I  have  tried  to 
give  you  what  was  wanted.    I  have  answered  each  Question. 

Mr.  Reed.  If  that  information  is  defective  in  any  way,  Mr.  Chair- 
man, Mr.  Banks,  of  course,  can  explain  it  or  forward  additional  in- 
formation as  required. 

The  Chairman.  I  will  say  to  all  these  gentlemen  to  whom  process 
has  been  issued  that  I  assume,  of  course,  vou  have  endeavored  to 
give  the  information  desired,  but  you  will  please  hold  yourselves 
subject  to  subpoena,  so  that  if  Mr.  Mannington  wants  any  further 
information  it  will  not  be  necessary  to  issue  another  subpoena  duces 
tecum. 

Mr.  Banks.  We  will  give  all  the  information  that  we  can.  We 
have  tried  to  do  that  in  this  case.  Will  there  be  anything  further 
from  our  railroad? 

The  Chairman.  I  do  not  know  that  there  will  be  anything  further. 
T  think  we  can  get  along  better  by  having  Mr.  Mannington  suggest 
to  you  what  he  wants,  to  save  the  necessity  for  further  process. 

Mr.  Banks.  Will  he  be  here? 

The  Chairman.  Not  to-morrow;  but  these  things  will  be  for- 
warded to  him. 

Mr.  Gray,  you  will  appear  before  the  committee  at  10.80  o'clock 
to-morrow. 

Whereupon,  at  4.30  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Wednesday,  January  24,  1912,  at  10.80  o'clock  a.  m. 
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Committee  on  the  Investigation  of  the 

United  States  Steel  Cobpobation, 

House  of  Befresentatives, 
Wednesday^  January  S4j  1919. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

STATEMENT  OF  filCEABD  E.  OBEY. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chaibman.  Where  do  you  reside,  Mr.  Grey  ? 

Mr.  Obey.  I  have  resided  in  San  Francisco  for  the  last  80  vears. 

The  Chairman.  You  were  subpoenaed  to  appear  before  tne  com- 
mittee to-day  ? 

Mr.  Obey.  I  appear  in  obedience  to  your  telegram  and  subsequent 
subpoena. 

The  Chaibman.  What  is  your  business  ? 

Mr.  Obey.  I  am  a  dealer  in  iron  and  steel  products,  boiler-tube 
material. 

The  Chaibman.  In  order  to  expedite  matters  as  much  as  possible, 
I  will  ask  you,  in  your  own  wajr,  to  tell  us  what  firm  you  are  con- 
nected with,  what  business  it  \&  in,  and  what  transactions  you  have 
had  as  a  result  of  that  business  with  tbe  Government  in  furnishing 
supplies  for  battleships  and,  incidentally,  what  experience  you  have 
had  with  the  United  States  Steel  Corporation. 

Just  start  at  the  beginning,  giving  us  an  account  of  the  firm  with 
which  you  are  connected.    State  it  in  your  own  way. 

Mr.  Gbby.  Mr.  Chairman,  I  have  been,  you  mimt  say,  a  dealer  in 
iron  and  steel  products  for  the  best  part  of  my  life,  covering  at  least 
a  period  of  26  years. 

In  my  first  experience  in  San  Francisco  I  was  connected  with  one 
of  the  oldest  firms  in  that  line  of  business,  in  whose  employ  I  re- 
mained for  11  years.  I  have  been  subsequently  in  business  for 
myself  14  years. 

The  Chaibman.  What  firm  was  that  t 

Mr.  Gbby.  L  S.  Van  Winkle  &  Co.,  established  in  Sacramento  in 
1849. 

Mr.  YouNO.  That  is  the  first  firm  with  which  you  worked  ? 

Mr.  Gbey.  That  was  my  first  and  only  experience  outside  of  being 
in  business  on  my  own  account. 

I  think  I  can  say,  without  egotism,  that  I  am  pretty  well  posted 
on  conditions  as  a  dealer  in  iron  and  steel  commodities  in  San  Fran- 
cisco. 
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The  Chairman.  Are  you  still  in  the  employ  of  Van  Winkle  &  Co. ! 

Mr.  Grey.  No,  Mr.  Chairman ;  I  have  been  in  business  for  myself 
for  the  last  14  years. 

The  Chairman.  What  became  of  the  firm  of  Van  Winkle  &  Co., 
and  how  did  you  happen  to  go  into  business  for  yourself? 

Mr.  Gret.  The  firm  of  I.  S.  Van  Winkle  &  Co.,  at  the  time  I  was 
in  theii;  eiQpjloy,  war^  dietrihiitipfi  and  d^^i)^  in  i|!0|i  aftd  steel 
products  in  general,  and  ^oing  business  likewise,  to  a  large  extent, 
with  the  Government,  particularly  in  the  years  of  the  Spanish- 
American  War. 

I  entered  their  employ  for  the  i^econd  time  about  that  period, 
having  been  away  from  them  about  two  years.  They  solicited  my  re- 
turn to  that  business.  They  wished  to  have  the  benefit  of  my  expe- 
rience. The  principal  of  tnat  house  was  in  poor  health,  having  had 
a  sunstroke,  and  consequently  they  required  somebody  to  manage  the 
business  for  them  of  experience. 

In  that  connection,  I  returned  to  their  employ,  and  considerably 
increased  their  business. 

Mr.  Young.  Will  you  not  fix  the  time  of  that  second  employment! 

Mr.  Grey.  In  the  year  1896,  Mr.  Young. 

I  considerably  increased  their  business,  with  the  Government  in 
particular,  and  in  that  branch  I  gained  con^derable  experience  with 
the  Government  methods,  and  became  better  acquainted  with  the 
requirements  of  the  Government,  the  kind  of  material  that  is  neces- 
sary to  meet  the  Government's  specifications  and  the  sources  of 
supply. 

It  became  evident  to  me,  when  I  went  into  business  for  myself, 
that  I  must  make  friends,  and  I  endeavored  to  make  business  friends 
with  the  United  States  Steel  Corporation,  or  more  particularly  with 
the  Shelby  Steel  Tube  Co.  . 

The  Chairman.  Was  that  prior  to  the  time  they  were  absorbed 
by  the  Steel  Corporation  ? 

Mr.  Grey.  This  was  in  1900,  Mr.  Chairman. 

Mr.  Young.  Just  previous  to  the  organization  of  the  steel  com- 
pany? 

Mr.  Grey.  I  believe  so. 

The  Chairivian.  If  the  Shelby  Steel  Tube  Ca  solicited  your  busi- 
ness in  any  way,  explain  that  to  the  committee. 

Mr.  Grey.  They  had  done  so.  I  felt  that  they  were  friendly^  to 
me.  I  had  bought  boiler  tubes  from  them,  and  I  had  received  invita- 
tions from  them  to  transact  business.  Furthermore,  I  had  received 
samples  of  their  products  which  were,  in  a  measure,  improvements 
in  the  direction  or  a  boiler  tube  for  the  United  States  Navy  uaes* 

The  CuAmMAN.  Explain  to  the  committee  the  differeiy^e  between 
the  boiler  tube  made  by  the  Shelby  Steel  Tube  Co.  and  the  ordifiary 
tube  made  from  a  steel  plate. 

Mr.  Grey.  Mr.  Chairman,  thert?  is  what  is  known  in  the  trade  as 
a  seamless  cold-drawn  steel  boiler  tube  of  standard  thickness  and 
dimensions,  which  is  used  in  the  ordinary  course  of  business  by  boiler 
makers  generally.  It  is  manufactured  from  open-hearth  ballets  or 
round  bars,  and  in  characteristics,  chemical  analysis^  and  physical 
tests  it  is  in  no  wise  different  from  that  which  is  used  by  the  Navy 
Department  and  by  the  Government  generally. 
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Hie  ChaiIiman.  Is  that  tube  made  by  a  patented  process,  of  tvas  it 
at  that  time  ? 

Mr.  GiteY.  It  is  made  by  what  is  known  hs  the  seamless  process. 

Ilie  CHAiRMAiy.  Explain  that.  How  did  it  differ  from  the  ordi- 
nary tube? 

Mr.  Gret.  From  my  understanding  ks  a  dealer,  thAt  tube,  instead  of 
being  mllcd  into  a  flat  plate  and  lapwelded,  is  made  from  a  solid  bar, 
drilled  and  eiiJanded  so  that,  eventually,  it  becomes  a  seamless  tube 
instead  of  a  flat  piece  of  steel  which  is  scarfed  on  the  edges  and 
lapped  ovet  and  rolled  back  and  forth  and  in  that  way  imited. 

As  I  was  stating 

The  CMArtMAN.  Were  the  Shelby  people,  at  the  time  prior  to  ihe 
organization  of  the  United  States  Steel  Corporation,  the  only 
makers  of  these  seamless  tubes  from  a  cold  billet* 

Mr.  GttEf .  I  can  not  6ay  that  they  were  the  only  makers,  but  I 
consider  their  product  the  oest  of  that  character,  in  so  far  that  they 
brought  samples  to  my  oftce  at  that  time,  inviting  my  attention  to 
their  qualities  for  expansion  and  contraction,  bending  tests,  dnd 
various  other  phyfeic&l  characteristics  for  which  thit  mareHil  rtiight 
be  consideriBd  superior. 

The  Chaihman.  At  that  time  they  were  soliciting  your  business? 

Mr.  Grbt.  Yes. 

The  Chairman.  Did  you  purchase  from  them  ? 

Mr.  GRfcT.  I  had  done  so,  sir. 

The  Chairman.  Prior  to  1901  or  1902,  had  you  any  difficulty  in 
filling  your  orders  with  the  Shelby  Steel  Tube  Co.  ? 

Mr.  Gr*t.  None  whatever. 

The  Chaikman.  They  sold  td  you  freely? 

Mr.  Grey.  Yes.    Not  frequently,  but  freely. 

The  CriAntMAN.  You  may  proceed. 

Mr.  Grey.  I  went  to  Mare  Island  Navy  Yard  With  Samples  which 
they  had  brought  to  my  oiEce  when  invitihg  my  business,  and  I  in- 
troduced them  there.  I  believe  I  may  say  that  I  was  the  first  to 
introduce  the  Shelby  Steel  Tube  Co.'s  products  to  the  attentixm  of 
the  Mare  bland  Navy  Yard,  in  consequence  of  which  I  received 
orders  from  the  Navy;  and  I  endeavored  to  fill  those  orders.  I 
did  so. 

In  the  course  of  time  I  found  what  seemed  to  be  a  change  of  dis- 
position toward  me  by  the  Shelby  Steel  Tube  Co.  Though  they  had 
formerly  quoted  me  and  Sold  mej  they  were  soon  unable  to  do  so, 
for  various  reasons  which  they  might  nave  stated,  such  as  inability 
to  deliver  on  time,  or  inability  to  auote  for  this  reason  or  that  rea^son. 

It  developed  in  my  mind  tWt  tney  Were  no  longer  friendly  to  me, 
and  wer6  rather  seekiiig  to  pry  into  the  sources  to  which  I  sold 
boiler  tttbes  of  that  character,  with  the  purpose  of  defeating  me 
instead  of  aiding  me  in  securing  orders. 

Mr.  YouufB.  They  were  trying  to  sell  direct^  were  they? 

Mr.  GiSftY.  That  would  be  the  inference. 

The  Chairman.  All  right. 

Did  you  take  a»  order  ai  any  time  lately  for  the  Battleship  Sen- 
ningUmt  ^ 

Mr.  Gkby.  I  succeeded  in  obtaining  a  contract  from  the  Navy 
Department  in  August,  1904,  for  seamless  steel  boiler  tubes  of  Gov- 
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emment  requirements,  those  requirements  being  that  the  tubes  shall 
be  somewhat  thicker  than  the  ordinary  standard  tube. 

The  Chairman.  I  think,  at  that  point,  it  would  be  well  for  jrou 
to  explain  fully  just  who  bid  on  this  quantity  of  supplies  for  which 
the  Government  asked  for  sealed  bias,  what  those  supplies  were, 
who  were  the  bidders,  who  bid  on  all  of  them,  and  who  bid  on  a  few 
of  them^  and  what  was  necessary  to  fill  that  contract,  and  your  whole 
connection  with  it.  Explain  it  in  your  own  way.  Take  your  time 
about  it,  and  tell  us  the  details. 

Mr.  Grey.  I  have  before  me  a  copy  of  a  contract  made  with  the 
United  States  Navy  Department,  dated  August  2, 1906. 

Mr.  YouNO.  That  is  a  contract  between  you  and  the  Navy  De- 
partment, you  mean? 

Mr.  Grey.  Yes;  Mr.  Young. 

This  contract  covers  material  to  be  used  in  the  construction  of 
boilers  for  the  U.  S.  S.  Bennington^  which,  as  you  gentlemen  may 
remember,  blew  up  in  the  harbor  of  Santiago  a  few  months  prior 
to  this  date. 

The  navy  yard  officials  at  Mare  Island  were  intending  to  build 
these  boilers  from  the  material  which  was  to  be  fumisned  cut  to 
dimensions,  and  which,  when  erected,  would  form  the  complete 
structure. 

It  consisted  of  55  items  of  steel  bars,  rivets,  two  items  of  seamless 
steel  boiler  tubes,  steel  plates,  wrought-iron  nuts  and  bolts,  sheet  steel 
for  the  smokestack,  and  up-takes,  conected  with  the  boiler,  an^le- 
bars,  to  be  used  as  braces,  rib  floor  plates,  to  be  used  in  the  engine 
room,  of  various  sizes,  dimensions,  and  shapes,  to  be  in  accordance 
with  the  Navy  Department's  specifications  covering  the  manufacture 
and  inspection  of  that  material,  relatively. 

The  Chairman.  Would  you  object  to  filing  that  contract  with  us, 
to  be  embodied  in  the  record  ? 

Mr.  Grey.  CSertainly  not. 

The  contract  is  as  follows : 

8.  and  A.    Form  No.  234.    To  be  used  when  the  consideration  exceeds  fire 
hundred  dollars  and  the  time  allowed  for  delivery  Is  over  thirty  days. 

Contract  No.  75. — Series  1907, — Pay  office  8,  F„  Cat, 

NAVT  PAT  OFTICB — CONTBAOT. 

Ileq.  No.  6,  Bu.  Steam  Engineering. 
Account  of    Station  Mare  Island,  Cal. 

App'n  Steam  Machinery,  1907. 

This  contract,  of  two  parts,  made  and  concluded  this  second  day  of  August, 
A.  D.  1906,  by  and  between  Richard  H.  Grey,  of  Oakland,  In  the  State  of 
California,  party  of  the  first  part,  and  the  United  States  by  the  purchasing 
pay  officer.  United  States  Pay  Office,  San  Francisco,  Cal.,  acting  under  the 
direction  of  the  Secretary  of  the  Navy,  party  of  the  second  part,  wltnesseth, 
that  for  and  in  consideration  of  the  payments  hereinafter  specified,  the  party 
of  the  first  pert,  for  himself  and  his  personal  and  legal  representatives,  does 
hereby  covenant  and  agree  to  and  with  the  imrty  of  the  second  part,  as  fol- 
lows, viz: 

That  he,  the  said  party  of  the  first  part,  will  furnish  and  deliver,  at  bis 
own  risk  and  expense,  at  such  place  in  the  navy  yard,  Mare  Island,  Cal^  as 
the  commandant  thereof  may  direct,  and  within  sixty  days  from  the  date  of 
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this  contract,  the  following  articles,  and  at  the  price  aet  oppoalte  each  item, 
reapectlTely : 

8Uam  engineering  requitition  No.  6. 
Steel  ban,  claas  B,  as  per  blue  print. 

Item  4—24,  2X/  t/*  long,  X^'  diam.,  for  stay  bolts, 

main  bouera. 
Item  5— €2,  19^  ^^  long,  2}^^  diam.,  for  main  braces, 

main  boilers P.  H.  <fc  S.  Co.    .0261         90d 

Item  »--i,  1(K  (K^  2i^^  diam.,  for  as  above E.  A.  Temple     .0401         50d 

Item?— 162,  2^0^^3i^'Bq.,forasabove R.H.Gray         .0397         OOd 

as  above, 
for  as  above. 
Ebr  as  above. 
Item  11—8, 12  ft.,  V  sq.,  for  as  above. 
Item  12—4,  16  ft.,  V'  x  V  x  f/\  angle  for  bracing 

front  heads  to  comb,  chamber. 
Item  13—1,  20  ft.,  W'  x  3}^^  x  15.9  lbs.,  T  bar,  for 

bracing  evapomtor  neads. 
Item  14 — ^78,  16  ft.,  \\"  diam.,  rivet  steel  for  rivets, 

mainboUers. 
Item  15—109,  16  ft.,  V  diam.,  rivet  steel  for  rivets, 

main  boUers. 
Item  16—52,  16  ft.,  y  diam.,  rivet  steel  for  rivets, 

main  boilers. 
Item  17 — 34,  16  ft.,  \"  diam.,  rivet  steel  for  rivets, 

main  boilers. 

Total  eetimate4  weight,  56,028  lbs 03971b.  .2224         31 


Seamless  mild  steel  tubes,  as  per  blue  print. 

Material  for  four  boilers,  test  pressure  1,000  lbs.,  fin- 
ished dimensions  of  tubes  given 


fP.  H.  AS.  Co.       3.50       90d 
R.  H.  G.  2.  60d 

Shelley  2. 59       60d 


Item  1»— 1,650  ordinary  tubes,  7  ft.  2"'  long,  W^  out- 
side diameter,  No.  9,  B.  W.  G."*39,494  lbs. ,  2.00  ea. .  3, 300. 00 


Item  19—310  stay  tubes,  7  ft  2'^  long,  W'  outside 
diameter,  No.  6  B.  W.  G.— 9,908  lbs.,  3.50  ea 

Steel  plates. 

Class  B,  as  per  blue  print. 


5, 524. 31 

fP.  H.  &S.  Co.        4.85  90d 

R.  H.  G.  3.50  60d 

Shelley  3.95  60d 


Item  20— Letter  A.,  24.  15  ft.  W'  long,  6^  V  brdth., 

Y*  thickness,  for  shell,  main  boiler. 
Item  21— Letter  B.,  48,  6  ft.  V^  long,  lOV^  brdth., 

^"  thickness,  for  butt  straps,  main  boilers. 

fP.  H.  AS.  Co.  .035      90d 

Item  22— Letter  C,  4, 13  ft.  ^"  long,  3  ft.  8}'^  brdth., 

^f  thickness,  for  tops  of  combiistion  chmbs 


Item  23— Letter  D.,  4, 12  ft.  hf'  long,  3  ft.  W'  brdth., 
'fi^'  thickness,  for  bottom  of  combustion  cnmbs ' 

Item  24— Letter  E.,  8,  10  ft.  10^^  diameter,  V'  thick- 
ness (flangp  quaLty),  for  front  and  back  heads, 
main  Doilers. 

Item  26— Letter  F.,  8,  as  per  blue  print  (flange 
quality),  front  and  back  of  comb,  chamber. 

Item  26— Letter  G..  1, 13  ft.  long,  5  ft.  \''  brdth.,  ^'' 
thickness,  for  shell,  evaporator. 


R.  H.  G.  .  039      60d 

Kendall  .0287    60d 


«•  .0269    90d 

"Hoffman  .  0288    60d 

**  .0278  150d 

E.  A.  Temple  .  308      40d 
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Steam  enfflneering  reguieiii^n  2fo.  ^ — Oontiniied. 

Item  27— letter  H.,  1,  10  ft.  long,  4'  6'^  brdth.,  Y' 
thicknefis  (flange  quality),  for  heads. 

Total  estimated  weight,  119,836  lbs 039  lbs.       4,673. 60 


Wrought-iron  nuts — ^Material  for  four  fooilen,  faced, 
threaded,  and  semifinished,  as  per  blue  print. 

Item  28—120,  2}^''  diam.,  21^^  depth,  standard  thrds., 

Hex.,  for  main  bracei. 
Item  29—120,  2^^  diam.,  2^^  depth,  standard  thids., 

Hex.,  for  main  braces. 


11, 282. 91 


Zt^  30— 40, 1|^^  diam.,  1|^^  depth,  standard  thrd«.JB.  H.  G.  .098  «0d 

cold  pressed,  for  manhole  plates \P.  H.  ~ 

-640,aVMiam.,  li'M<                         ~ 
reesed,  for  stay  bolts. 
-640,  IV'  diam.,  IJ^'  d< 
pressed,  for  stay  bolts. 
Total  estimated  weight,  2,571  lbs 0981b.  261.96 


Item  31--640,\1V^  diam.,  ly^  depth,  12  per  in.  Hex., 

cold  pressed,  for  stay  bolts. 
Item  32—640,  IV^  diam.,  1^^  depth,  12  per  in.  Hex., 


.0206 

90d 

.0327 

90d 

.034 

60d 

.0289 

65d 

Steel  plates,  bars,  rivets,  and  bolts,  Glass  G,  as  per 

blue  print. 

tem  33— Letter  I,  24, 10  ft.  long,  8  ft  10  in.  brdth.. 

No.  8  U.  S.  standard  gauge,  for  smoke  pipe, 
tem  34^Letter  J,  9,  13  ft.  long,  8  ft.  10  in.  brdtfa., 

No.  8  gauge  for,  as  above, 
tem  35— Letter  K,  10, 10  ft.  long,  3  ft.  brdth,  No.  8, 

for  smoke  pipe, 
tem  36— Letter  L,  24, 10  ft.  long,  4  £t.  brdth.,  No.  11 

gauge,  for  smoke  pipe. 
tem  37— Letter  M,  10, 12  ft.  long,  4  ft.  brdth.,  No.  11 

gauge,  for  smoke  pipe 11, 534. 87 

tem  38— Letter  N,  4,  10  £t.  long,  4  ft.  brdth.,  No.  8 

gauge,  for  uptakes, 
tem  39— Letter  0, 4, 10  ft.  long,  4  ft.  er^  brdth..  No.  8rGanMgis 

gauge,  for  uptakes \P.  H.  &  S.  Co. 

tem  40— Letter  P,  18, 10  ft.  long,  3  ft.  brdth..  No.  12? R.  H.  G. 

gauge,  for  uptakes \Hoffman 

tem  41— Letter  Q,  6, 10  ft.  long,  4  ft.  brdth.,  No.  12 

gauge,  for  uptakes "  .0279        150d 

tem  4^— Letter  R,  4,  12  ft.  long,  5  ft.  brdth..  No.  3 

gauge,  for  feed  taJik. 
tem  43— Letter  S,  2,  14  ft.  long,  5  ft.  4^'  brdth.,  No. 

000  gauge,  for  dnp  pans  for  pumps  and  incidentals. .  .034  lb.        1, 044. 65 
Total  estimated  weight  30,725  lbs. 

Steel  angle  bars,  as  per  blue  prints. 

tem  44--8,  20  ft.  long,  2^^  x  2"  x  \"y  for  smoke  pipe, 
tem  46-4,  20  ft.  long,  IJ^'  x  \V*  x  A^^  for  smoke 
pipe, 
twn  46—62,  20  ft.  long,  %y'  x  2^'  x  |",  for  smoke 

pipe  and  floor  supports Gam^e  .  0341 

tem  47—10,  20  ft.  long,  2}"  x  2\"  x  Y'^  ^  uptakws. 
tem  48—9,  20  ft.  kng,  V  x  2"  x  Y*. 

(8,453  lbs.  omitted.) 
Wrought-iron  bare,  as  per  blue  prints. 
Item  49—26, 12  ft.  long,  V  brdth.,  ^'  in  thickness,  fE.  A.  Temple      .  OSS  4Dd 

for  flat  iron  ban \R.  H.  G»y         .038  «Cki 

tem  50—2,  18  ft.  long,  2Y'  brdth.,  Y'  thickness,  for 
flat  iron  ban. 

Total  estimated  weight  1 ,144  lbs 038  lbs.  43. 47 
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Stc%iH  enffiHcviinp  rcqui^fion  No»  d — ^Coiitintuhl. 


P.  ILA8.  Oo.       .0475  90d 

J.  B.  K«BdftU       .  0425  6Ud 

Temple  .  0445  OOd 

R.  ILQ.  .€438  (M 

.0438  lbs.        777.  45 


fP.  H.  *  S.  Co. 

.08 

90d 

R.  H.  G. 

.20 

60d 

20  lbs. 

20.00 

fP.  H.  &  S.  Co. 

.10 

90d 

R.  H.  G. 

.20 

eod 

120  lbs. 

20.00 

Item  51 — 50  plates,  ribbed  floor  plAting,  8  ft.  x  8  ft.  x 
f/^y  \^'  ribs,  total  estimated  weight,  17,750  Iba 

Steri  rivets,  as  per  blue  jpriatB. 

Item  52—200  lbs.,  \''  diameter,  Y'  in  length.    Butr/P.  H.  A  a  Go.       .06  90d 

ton  head,  smoke  pipe \R.  H.  G.  .05  OOd 

Item  53—200  lbs.,  -h"  diameter,  V^  button  head, 
uptakes.  • 

Total  estimated  weight,  400  lbs 05  lbs.  20. 00 

Steel  bolts,  as  per  blue  prints. 

Item  54—100  Ibp.,  J''  diam.,  V^  in  length,  0q.  heads, 
hex.  nuts,  for  .'imoke  pipe 

Item  55—100  Ibn.,  i^'^  dia.,  V  long,  sq.  heads,  hex. 
nuts,  uptakes 

13, 460.  44 
All  tests  of  material  to  conform  to  the  specifications  for  the  inspection  of  material, 

steel,  and  iit>n  for  use  in  the  conHtruction  of  machinery  coming  under  the  cognizance 

of  the  Bureau  of  Steam  Eni^neoring,  Navy  Department. 
Required  in  00  days. 

It  la  beiet>y  mutoally  and  expressly  covenated  and  agreed  by  and  between 
tbe  parties  hereto  that  the  article  or  articles  to  be  furnished  or  services  to  be 
performed  under  this  contract  shall  conform  in  all  respects  to  the  requlre- 
BientB  of  the  Bpeclflcatkms  hereunto  annexed,  which  specifications,  the  *  Con- 
ditions "  and  th«  "  Instructions,"  printed  on  the  proposal  of  the  party  of  the 
flp«t  part,  shall  be  deemed  and  taken  as  forming  a  part  of  tlils  contract,  with  the 
like  oi^eratlon  and  effect  as  if  the  same  were  incorporated  herein;  and  said 
article,  articles,  or  services  shall,  upon  delivery  or  completion,  be  subject  to 
inspection  and  examination  by  the  officer  or  officers  authorized  by  the  party  of 
the  second  part  to  Inspect  and  examine  the  same;  and  no  article  furnished  or 
serrlces  performed  under  this  contract  shall  be  accepted  until  It  or  they  shall 
have  been  inspected  and  approved  by  such  officer  or  officers;  and  any  of  said 
articles  not  so  approved  shall  be  removed  by  the  party  of  the  first  part  at  his 
own  expense  and  within  ten  days  after  notification. 

It  Is  further  covenated  and  agreed,  as  aforesaid,  that  if  the  party  of  the  first 
part  shall  fall  to  deliver  any  or  all  of  the  articles  or  materials  or  to  perform 
any  or  all  of  the  services  herein  contracted  for,  in  conformity  with  the  condi- 
tions and  requirements  of  this  contract,  the  party  of  the  second  part  shall 
make  deductions  as  follows  from  the  contract  price  of  all  supplies  not  satis- 
factorily delivered  or  services  not  satl«(actorlIy  performed,  by  the  last  day  of 
tkm  time  fixed  therefor  by  this  contract,  vis : 

Up  to  and  Including  ten  thousand  dollars  ($10,000)  In  value  at  contraot 
prices,  at  the  rate  ot  one^tenth  of  one  per  cent,  and  above  ten  thousand  dollars 
($10,000)  at  the  rate  of  one-twentieth  of  one  per  cent  for  each  day's  delay 
until  satisfactory  deliysry  or  performance  shall  have  been  made,  or  until  su<di 
time  as  the  party  of  the  second  part  may  procure  the  same  as  hereinafter 
provided,  rejection  of  deliveries  or  performance  not  to  be  considered  as  waiv- 
ing deductions.  In  the  case  the  deductions  to  be  made  hereunder  should  equal 
three  per  cent  of  the  stipulated  value  of  the  articles  or  materials  not  so  dellv- 
^ed  or  services  not  so  performed,  this  contract  may,  at  the  option  of  the 
Bureau  of  Supplies  and  Accounts,  be  canceled  and  the  party  of  the  first  part 
barred  from  competition  for  future  contracts :  Provided,  That  delays  on  account 
of  which  deductions  may  be  made  or  this  contract  canceled,  as  herein  stated, 
caused  by  strikes,  riots,  fire,  or  other  disaster,  or  delays  in  transit  or  delivery 
on  the  part  of  transportation  companies,  or  when  no  damage  or  Inconvenience 
has  been  suffered  by  the  GkTverament,  may,  in  the  discretion  of  the  Bureau 
of  Sapi^es  Mid  Accounts,  be  accepted  as  suflScient  cause  for  waiving  such 
deductions  or  cancellation. 
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It  is,  howeTer,  further  oovenated  and  agreed,  as  aforesaid,  that  the  party  of 
the  second  part  may,  in  case  he  should  so  elect,  purchase  in  open  market  or  by 
contract  with  some  other  paw)n  such  of  said  articles  or  materials,  or  procure 
the  performance  of  such  services,  as  the  party  of  the  first  part  shall  fail  to 
deliver  or  perform  as  required;  and  may  demand  and  recover  from  the  said 
party  of  the  first  part  the  dilTerence  between  the  price  so  paid  therefor  and 
the  price  herein  stipulated ;  and  the  party  of  the  first  part  hereby  binds  himself 
and  his  representatives  aforesaid  to  pay  the  amount  of  such  difference  to  the 
party  of  the  second  part  on  demand,  it  being  understood  that  no  deductions 
for  delays  shall  be  made  in  accordance  with  the  preceding  clause  hereof  from 
the  price  of  any  article  or  material  or  service  after  the  same  shall  be  delivered 
or  performed,  when  purchased  or  procured  as  provided  in  this  clause. 

It  is  further  covenanted  and  agreed,  as  aforesaid,  that  the  said  party  of  the 
first  part  shall  indemnify  the  United  States,  and  all  persons  acting  under  them, 
for  all  liability  on  accounty  of  any  patent  rights  granted  by  the  United  States 
which  may  affect  the  adoption  or  use  of  the  articles  herein  contracted  for ;  that 
no  Member  of  or  Delegate  to  Congress,  nor  any  person  belonging  to  or  employed 
in  the  naval  service  is  or  shall  be  admitted  to  any  share  or  part  of  this  con- 
tract, or  to  any  benefit  which  may  arise  therefrom,  except  as  a  member  of  a 
con)oration;  that  any  transfer  of  this  contract,  or  of  any  interest  therein;  to 
any  other  person  or  party  than  said  party  of  the  first  part,  shall  annul  this 
contract  so  far  as  the  United  States  are  concerned;  that  if  said  party  of  the 
first  part  shall  fail  in  any  resi)ect  to  perform  this  contract  on  his  jmrt,  it  may, 
ut  the  option  of  the  United  States,  be  declared  null  and  void,  without  prejudice 
to  the  right  of  the  United  States  to  recover  for  defaults  herein  or  violatioms 
hereof;  and  that,  in  case  of  such  default,  the  United  States  may  demand  and 
recover  of  said  party  of  the  first  part  and  his  representatives  aforesaid,  as 
liquidated  damages,  a  sum  of  money  equal  to  the  penalty  of  the' bond  accom- 
panying this  contract. 

And  this  contract  further  wltuesseth  that  the  United  States,  party  of  the  sec- 
ond part,  in  consideration  of  tlie  foregoing  stipulations,  do  hereby  covenant  and 
agree,  to  and  with  tlie  party  of  the  first  part,  as  follows,  viz: 

That  upon  the  presentation  of  the  customary  bills  and  the  proper  evidence  of 
the  delivery,  inspection,  and  acceptance  of  the  said  article,  articles,  or  services, 
and  within  ten  days  after  the  warrant  shall  have  been  passed  by  the  Secretary 
of  the  Treasury,  there  shall  be  paid  to  the  said  Richard  H.  Grey,  or  to  his  order, 
by  tlie  Navy  paymaster  for  the  port  of  San  Francisco,  Cal.,  the  sum  of  thirteen 
thousand  four  hundred  and  sixty  dollars  and  forty-four  cents  ($13,460.44)  for 
all  the  articles  delivered  or  services  performed  under  this  contract :' Pro vWcd, 
hoiDever,  That  no  payments  shall  be  made  until  all  the  articles  or  services  shall 
have  been  delivered  or  performed  and  accepted,  except  at  the  option  of  the 
Bureau  of  Supplies  and  Accounts. 

It  is  mutually  understood  and  agreed,  as  aforesaid,  that  no  payment  or  allow- 
ance to  said  party  of  the  first  part  will  or  shall  be  made  by  the  United  States 
for  or  on  account  of  this  contract  except  as  herein  si>eclfled;  that  10  per  cent 
will  be  withheld  from  the  amount  of  each  payment  herein  stipulated  as  security 
for  the  full  completion  and  performance  of  his  covenants  and  agreements  by 
the  said  party  of  the  first  part,  who  shall,  when  all  the  articles  to  be  delivered 
or  services  to  be  performed  hereunder  shall  have  been  accepted,  be  entitled  to 
receive  the  aggregate  amount  of  such  reservations. 

In  witness  whereof  the  said  parties  have  hereunto  set  their  hands  and  seals 
the  day  and  year  first  above  written. 

RicHAno  H.  Grey.     {l.  s.] 
H,  T.  M.  Batx.  [l.  s.] 

Pay  Inspector^  V,  8.  N.,  Purchcisinff  Pay  Olficer. 

Signed  and  sealed  In  the  presence  of— 
A.  K.  Daogett, 

As  to  party  of  the  first  part. 

W.   J.    COMMIN, 

As  to  purchasing  pay  officer. 
U.  S.  Navy  Pay  Office,  San  Francisco,  CaU 

BOND. 

Know  all  njon  l>.v  those  presonts,  that  we, ,  Richard  H.  Grey,  as 

princlpalfci,  anil  Ih»iny  I..  Van  Winkle  &  Leonard  J.  Gates,  as  sureties,  all  of 
San  Francisco,  Cal.,  ure  held  and  firmly  bound  unto  the  Secretary  of  the  Navy 
In  the  penal  sum  of  thirty-five  hundred  dolllars,  to  be  paid  to  the  Secretary  of 
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the  Navy  or  his  saccessors,  for  which  payment,  well  and  truly  to  be  made,  we 
bind  ourselTes,  our  heirs,  executors,  and  administrators,  jointly  and  severally. 
by  these  presents. 

Sealed  with  our  seals  and  dated  this  8th  day  of  September,  A.  D.  1906. 

OONDinONS. 

The  conditions  of  the  above  bond  are  such  that  if  the  said  above-bounden 
Richard  H.  Grey,  his  heirs,  executors,  or  assigns,  shall,  well  and  truly  and  in  a 
satisfactory  manner,  fulfill  the  contract  hereto  annexed  and  deliver  the  articles 
mentioned  within  the  time  specified  and  to  the  satisfaction  of  the  Bureau  of 
Supplies  and  Accounts,  then  this  obligation  to  be  void  and  of  no  efifect ;  other- 
wise to  remain  in  full  force  and  virtue. 


Signed  and  sealed  in  presence  of- 
A.  K.  Dagoett. 


Richard  H.  Grey.  [l.  s.] 

Henry  L.  Van  Winkle,     [l.  s.1 
Leonard  J.  Gates.  [l.  s.j 


J1T8TI7ICATI0N   OF   TBB   SURI^riES. 

State  of  Gal.,  County  of  San  Fco,,  ss: 

I,  Henry  L.  Van  Winkle,  one  of  the  sureties  named  in  the  within  bond,  do 
swear  that  I  am  pecuniarily  worth  the  sum  of  thirty-five  hundred  dollars  over 
and  above  all  my  debts  and  liabilities ;  that  I  am  not  a  copartner  of  the  said 
Richard  H.  Grey ;  and  that  I  have  no  contract  at  this  time  with  the  Bureau  of 
Supplies  and  Accounts. 

Henby  L.  Van  Winkle,  Surety. 

Subscribed  and  sworn  to  before  me  this  8th  day  of  Sept.,  A.  D.  1906. 

ISMJLL,}  A.  K.  Daggett, 

Notary  Puhlic  in  and  for  the  City  and  County  of 

San  Francisco,  State  of  California^ 

8ftATK  OF  Gal.,  County  of  San  Foo,,  as: 

I,  Leonard  J.  Gates,  one  of  the  sureties  named  in  the  within  bond,  do  swear 
that  I  am  pecuniarily  worth  the  sum  of  thirty-five  hundred  dollars  over  and 
above  all  my  debts  and  liabilities ;  that  I  am  not  a  copartner  of  the  said  Richard 
H.  Grey ;  and  that  I  have  no  contract  at  this  time  with  the  Bureau  of  Supplies 
and  Accounts. 

Leonard  J.  Gates,  Surety, 

Subscribed  and  sworn  to  before  me  this  8th  day  of  Sept.,  A.  D.  1906. 
[SEAL.]  A.  K.  Daggett, 

Notary  Public  in  and  for  the  City  and  County  of 

San  Francisco,  State  of  California, 

oebtificatb. 
(To  be  signed  by  any  United  States  officer.) 

San  Francisco,  Sep.  13,  WOH. 

I,  N.  S.  Parley,  deputy  collector  of  customs,  do  hereby  certify  that  Henry  L. 
Van  Winkle  and  Leonard  J.  Gates,  the  sureties  above  named,  are  personally 
known  to  me,  and  that,  to  the  best  of  my  knowledge  and  belief,  each  Is  pecuni- 
arily worth,  over  and  above  all  his  debts  and  liabilities,  the  sum  stated  in  the 
accompanying  affidavit  subscribed  by  him. 

[asAL.]  N.  S.  Farlev, 

Deputy  CnUector  of  Cusionis. 

The  Chaikman.  As  I  understand,  Mr.  Grey,  this  contract  includes 
hnndreds  of  items  of  various  kinds  and  descriptions? 

Mr.  Obey.  If  multiplied  by  the  number  of  pieces  and  the  number  of 
items,  it  would  have  amounted  to  a  great  many  pieces. 

The  Chai^kan.  What  was  the  total  amount  of  that  bid  ?  What 
was  your  bid  f 
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Mr.  Grey.  The  sum  total  of  my  bid  was  $13,4^0.44. 

The  CfiuLiRMAN.  Who  else  bid  on  that  cohtractf 

Mr.  Grey.  The  bid  was  opened  simultaneously  in  two  places  by  the 
Navy  Department.  Invitations  to  the  dealers  generally  m  San  Fran- 
cisco represented  one  point,  and  invitation  to  the  dealers  in  Washing- 
ton, through  the  Navy  pay  oflSce  here,  represented  another  point 

My  total  bid  of  $13,460.44  seems  to  have  been,  from  informati<m 
received,  the  only  complete  bid  of  the  entire  schedule. 

The  Chaibman.  You  were  the  only  one  who  agreed  to  furnish  the 
whole  bill  ? 

Mr.  Grey.  That  is  the  case. 

The  Chairman.  Was  the  Government  anxious  to  have  one  bidder 
furnish  all  these  diings! 

Mr.  Grey.  I  presume  it  would  be  desirable  to  haV6  the  material, 
as  far  as  possible,  come  from  one  concern. 

The  Chairman.  Explain  that  to  the  committee,  so  that  we  may 
understand  why  the  Government  desired,  if  possible,  to  have  one  man 
furnish  all  these  things,  and  the  terms  and  conditions  upon  which  they 
were  furnished. 

Mr. 'Grey.  As  relates  to  the  steel  bars  and  steel  plates,  which  form 
the  body  of  the  boilers,  thejr  were  required  to  be  m  accordance  with 
the  Navy  Department's  specifications,  known  as  Class  B.  This  dei^tns 
to  have  been  the  major  portion  of  tne  value  of  the  contract,  and  I 
should  esteem  it,  from  my  experi^ice  as  a  dealer,  wi^  to  hat^  that 
material,  as  far  as  possible,  come  from  one  manufacturer,  -^h^re  it 
might  have  uniformity  of  physical  characteristics. 

The  Chairman.  Was  it  necessary  for  you  to  assemble  these  parts! 

Mr.  Grey.  It  was  necessary  for  me  to  deliver  these  parts  at  the 
Mare  Island  Navy  Yard  within  a  period  of  60  days. 

The  Chairman.  If  they  were  bought  from  several  different  persons 
could  they  be  assembled  with  the  same  facility?    Eiplaiil  thilt. 

Mr.  Grey.  It  can  be  so  done,  Mr.  Chairman,  but  there  is  hardly 
any  source  from  which  I  could  obtain,  at  once,  from  one  point  of 
origin,  all  the  items  covered  by  this  contract 

The  Chairman.  Are  any  of  these  things  manufactured  on  the 
Pacific  coast  or  any  number  of  them  ? 

Mr.  Grey.  None  whatever  of  this  character. 

The  Chairman.  To  what  distance  did  you  have  to  transport  these 
various  things  in  order  to  assemble  them  at  a  given  time  at  the 
Mare  Island  Navy  Yard  I 

Mr.  Grey.  I  had  to  bring  all  that  from  the  East. 

The  Chamman.  Upon  What  terms  was  this  contract  let?  In  other 
words,  was  it  necessary  that  you  furnish  all  those  items,  or  what  t^as 
the  result  if  you  defaulted  or  failed  to  furnish  any  of  the  hundreds 
of  items  named  there  in  that  $18,000  contract?  Wnat  is  the  Qovefn- 
ment  r^ulation  as  to  that? 

Mr.  Grey.  Having  been  awarded  this  contract,  Mr.  ChaimfitCll,  for 
-delivery  within  the  period  of  60  days,  I  might  call  your  attention, 
if  you  please,  to  the  fact  that  the  time  necessarily  consumed  itt  iites- 
portation  required  me  to  act  rather  quickly  to  get  my  ofderi^  pheed 
m  the  East,  and  to  get  them  executed  and  tested  and  iiispected  as  H'as 
necessary  in  this  case  by  the  inspector  directed  to  eo  to  the  vmous 
places  of  manufacture  and  inspect  this  material  dnd  put  upon  it  his 
stamp  of  approval  before  I  would  have  permission  to  ship  it. 
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Therefore  it  would  seem  that  I  had  taken  indeed  a  contract  upon 
my  hands. 

There  is  a  penalty  clause  attached  to  this  contract  for  nondelivery 
within  the  tioie  specified  by  the  oontraotcNr.  It  covets  quite  a  lon^ 
paragraph  of  matter.  Mr.  Ohainnan,  if  you  please,  I  would  submit 
it  in  the  evidence  bare. 

The  Chairman.  What  is  the  substance  of  it?  What  does  it  pro- 
vide? 

Mr.  Grbt.  The  sum  and  substance  of  it  is,  Mr.  Chairman,  that  there 
is  a  frenalty  porovided  lor  each  day  of  delay,  apparently  to  the  extent 
ot  one-tenth  of  1  per  cent  per  day  when  the  contract  amounts  to  over 
$10,000  total,  as  this  did.  In  other  words,  1  per  cent  for  every  10 
di^^  or  3  per  cent  per  month  would  be  the  p^ialty. 

The  Ckaixmak.  Are  you  under  any  obligation  to  make  good  any 
loss  the  Government  susitains? 

Mr.  Grey.  The  Government  has  the  practice  of  deducting  that 
tvovi  v^  voucher  in  payment. 

The  Chairaian.  Has  the  Government  the  right  to  exclude  you  from 
all  future  bidding  in  case  of  default  if  it  so  chooses? 

Mr.  Grey.  I  so  understand  it — at  the  discretion  of  the  Secretary 
of  the  Navy. 

The  Chairkan.  Did  you  furnish  these  items,  and,  if  you  did  not, 
what  item  did  you  fail  to  furnish  on  this  contract  with  the  Govern- 
ment aa  per  your  contract  ? 

Mr.  Grey.  I  furnished  all  these  53  iteBus  on  time,  in  accordance 
with  the  requirements. 

Mr.  YouNO.  All  of  the  items  contained  in  the  contract? 

Mr.  Grby.  Fifty-three  of  the  55. 

Mr.  Young.  All  but  two? 

Mr.  Grey.  Yes;  leaving  out  of  the  matter  the  two  items  of  boiler 
tubes  which  I  have  mentioned.    Shall  I  read  them  ? 

The  Chairman.  Ye& 

Mr.  Grey.  Item  18:  One  thousand  six  hundred  and  fifty  ordinary 
tubes,  7  feet  2  inches  long,  2^  inches  outside  diameter,  No.  9  Birming- 
ham wire  gauge. 

Item  19 :  Three  hundred  and  ten  stay  tubes,  7  feet  2  inches  long, 
2^  inches  outside  diameter,  No.  6  Birmingham  wire  gauge. 

Known  jointly  as  seamless  mild  steel  tubes  as  per  blue  print  of 
material  for  four  boilers. 

Test  pressure,  1,000  pounds.    Finished  dimensions  of  tubes  given. 

There  is  no  blue  print  attached  at  this  time  to  that  contract,  Mr. 
Chairman. 

The  Chairman.  That  is  sufficient  for  our  purposes. 

Mr.  Grey.  I  can  not  speak,  therefore,  as  to  what  it  was  like,  but  it 
was  a  diagram  which  can  be  duplicated  from  the  records  of  the 
Navy  Department. 

The  Chairman.  That  is  all  right.  That  is  a  sufficient  description 
for  our  purposes^  is  not  not,  Mr.  Young  ? 

Mr.  YouKO.  I  should  judge  so.    I  do.  not  know  the  purpose  of  thi& 

The  Chairman.  Who  manufactured  these  tubes? 

Mr.  Gbsy.  At  this  time  I  had  supposed  there  might  be  a  number 
of  manufacturers,  not  many.  The  class  of  material  called  for  by 
this  contract  being  identified,  as  it  was,  with  the  necessity  of  provid- 
ing Government  inspection  by  the  Navy  Department  at  the  mill  or 
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place  of  manufacture,  involved  in  itself  some  restrictions  as  to  the 
sources  of  supply.  There  were,  perhaps,  some  manufacturers  who 
could  and  others  who  would  not  it  they  could  supply  material  of  this 
character,  owing  to  the  necessity  of  having  a  Government  inspecUnr 
eome  into  their  works  and  take  up  their  time  in  testing  material  of 
this  character,  when  ordinary  material  for  the  market  need  not  re- 
quire that  formality. 

The  Chaibman.  You  have  spoken  of  the  difficulty  you  had  in  se- 
curing tubes  of  this  kind  from  1901  to  1902  and  subsequently. 

Just  explain  to  the  committee  what  previous  difficulties  you  had 
and  what  difficulties  you  encountered  in  your  effort,  if  you  made  any 
effort,  to  supply  these  tubes  to  the  Government 

Mr.  Grey.  I  had  ceased  to  look  to  the  United  States  Steel  Corpora- 
tion or  to  the  Shelby  Steel  Tube  Co.  for  prices  with  any  hope  of  be- 
ing able  to  secure  the  material  from  that  source. 

The  Chairman.  Why  ? 

Mr.  Gret.  For  the  reason  that  I  had  been  informed  by  one  of  its 
representatives,  in  confidence,  that  he  was  not  allowed  to  sell  me  these 
tubes. 

The  Chairman.  What  other  efforts  did  you  maket 

Mr.  Grey.  I  had  purchased  tubes  subsequent  to  that  from  the  De- 
troit Seamless  Steel  Tube  Co.,  from  the  Delaware  Seamless  Steel 
Tube  Co.,  and  from  lar^  dealers  outside  of  the  Pacific  coast  in  simi- 
lar commodities,  whose  mfluence,  I  thought,  might  be  greater  than  my 
own  with  the  United  States  Steel  Corporation  direct. 

The  Chairman.  Why  did  you  think  they  would  have  greater  in- 
fluence?    Explain  that. 

Mr.  Grey.  They  were  large  buyers  from  the  United  States  Steel 
Corporation  generally. 

The  Chairman.  Who  were  they  ? 

Mr.  Grey.  Shall  I  be  obliged  to  mention  the  names? 

The  Chairman.  Yes.    I  would  prefer  that  you  give  the  names. 

Mr.  Grey.  The  Scully  Steel  &  Iron  Co.,  of  Chicago;  Joseph  T. 
Ryerson  &  Son,  of  Chicago.  Those  were  the  only  dealers  from  whom 
I  tried  to  get  boiler  tub^. 

Mr.  Gardner.  What  year  was  this? 

Mr.  Grey.  This  would  be  between  the  years  1902  and  19(M:. 

Mr.  Young.  This  contract  was  in  1906? 

Mr.  Grey.  Yes. 

Mr.  Gardner.  I  was  asking  in  what  years  you  asked  the  Scully 
and  the  Ryerson  concerns  to  act  for  you  as  intermediaries  in  the  way 
you  have  suggested. 

Mr.  Grey.  During  the  years  1902  and  1904. 

Mr.  Gardner.  In  both  years  both  firms  were  tride  by  you  as  in- 
termediaries? 

Mr.  Grey.  Yes. 

The  Chairman.  Did  you  try  other  firms? 

Mr.  Grey.  The  manufacturers  that  I  likewise  bought  of  in  that 
period  I  have  already  mentioned  were  the  Delaware  Seamless  Sted 
Tube  Co.  and  the  Detroit  Seamless  Steel  Tube  Co. 

The  Chairman.  When  you  communicated  with  these  ooncems, 
did  you  write  to  them  or  wire  to  them? 
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Mr.  Gbey.  I  generally  wrote  to  them,  because  it  was  necessary  to 
explain  at  length  the  nature  of  the  material  I  was  endeavoring  to 
secure. 

The  Chairman.  What  became  of  your  correspondence? 

Mr.  Gbet.  The  correspondence  covering  that  period  of  time  I 
reg^t  to  say  was  destroyed. 

The  Chairman.  Did  you  make  any  request  that  your  communica- 
tions be  not  made  known  to  or  be  kept  from  the  ^elby  Steel  Tube 
Co.  or  the  United  States  Steel  Corjwration  ? 

Mr.  Gret.  As  relates  to  that  particular  contract  I  did. 

The  Chairman.  Tell  us  about  that. 

Mr.  Gret.  But,  of  the  period  of  which  I  understood  you  to 
speak-i 

The  Chairman.  I  am  going  too  fast  for  you,  possibly. 

Mr.  Grey.  Prior  to  1906 

The  Chairman.  Did  your  correspondence  go  to  the  Shelby  Steel 
Tube  Co.,  nevertheless? 

Mr.  Gret.  In  this  particular  instance  I  found  it  to  be  the  case.  I 
found  it  to  be  the  case  likewise  in  one  previous  instance  of  the  kind. 

May  I  proceed? 

The  Chairman.  You  have  explained  who  were  the  other  bidders 
for  this  contract? 

Mr.  Gret.  Do  you  wish  me  to  enumerate  all  the  bidders  ? 

The  Chairman.  Yes;   for  that  contract. 

Mr.  Gret.  All  the  bidders  of  any  kind,  on  any  portion  of  this  ma- 
terial, or  shall  I  confine  myself  to  the  bidders  on  boiler  tubes  ? 

The  Chairman.  The  bidders  on  the  boiler  tubes;  yes. 

Mr.  Young.  As  I  understand  it,  this  contract  was  awarded  to  this 
gentleman,  was  it  not? 

The  Chairman.  Yes. 

Who  were  the  bidders  for  the  boiler  tubes — or  all  of  them  ? 

Mr.  Gret.  The  bidders  for  the  boiler  tubes  were  three:  Myself, 
on  item  18,  at  the  price  of  $2  for  each  tube ;  and  on  item  3  my  price 
was  $3.50  for  each  tube.  The  next  lowest  bidder  was  the  Shelby 
Steel  Tube  Co.,  on  item  18,  $2.59  per  tube. 

Mr.  Gardner.  What  was  your  bid  on  item  18  ? 

Mr.  Gret.  $2. 

On  item  19,  the  Shelby  Steel  Tube  Co.'s  bid  was  $3.95  per  tube. 

Mr.  Young.  And  yours  was  $3.50? 

Mr.  Gret.  Yes. 

There  was  one  other  bidder,  a  dealer  in  San  Francisco,  known 
as  the  Pacific  Hardware  &  Steel  Co.,  $3.50  per  tube  on  item  18, 
delivered  in  90  days ;  and  on  item  19,  $4.85  per  tube,  delivered  in  90 
days.  These  prices  necessarily  meaning  f.  o.  b.  Mare  Island  Naw 
Yard,  Cal. 

I  must  be  allowed,  if  you  please,  to  state  that  this  bid  of  the  Shelby 
Steel  Tube  Co.  was  filea  through  the  Navy  pay  office  at  Washington 
simultaneously  with  my  own  bid  in  San  Francisco. 

The  Chairman.  Did  you  know  that  the  Shelby  Steel  Tube  Co.  was 
a  bidd^  on  those  tubes  ? 

Mr.  Gret.  At  the  time  I  filed  my  bid  I  had  no  idea  of  it.  I  could 
not  have  known  that  there  was  any  intention  on  the  part  of  the 
Government  to  invite  bids  from  one  or  more  sources;  but  it  so  ap- 
peared that  they  had  done  so. 
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The  Chairman.  After  you  ^ot  this  contract  whcit  effort  did  you 
make  to  secure  these  tubes.  ISiXplain  that  in  detail,  as  to  what  you 
did  after  this  contract  was  awarded  to  you? 

Mr.  Grey.  I  made  a  direct  effort  to  bvy  them  fr<Mn  the  Shelby 
Steel  Tube  Co.  from  its  agent  in  San  Francisco,  one  Thomas  Brooks, 
then  representing  what  was  known  as  the  National  Tube  Co.,  the 
Shelby  Steel  Tube  Co.,  and  the  Western  Tube  Co.,  if  I  may  take  it 
for  granted  that  those  firms  over  the  door  were  the  companies  that 
he  represented.  Notwithstanding  the  previous  conviction  in  my 
mind  that  the  Shelby  Steel  Tube  Co.  did  not  care  to  sell  to  me,  it 
appeared  that  my  independent  efforts  to  secure  these  tubes  from  any 
other  source  were  defeated.  I  had  endeavored  to  buy  them  from 
the  Detroit  Seamless  Steel  Tube  Co.,  under  date  of  a  letter  of  August 
25,  1906,  in  which  I  requested  that  they  might  quot«  me  prices  on 
these  boiler  tubes,  giving  the  full  details  of  the  requirements  of 
such  bids^  and  requesting  them,  if  they  were  imable  to  make  me 
such  qualities,  that  they  would  please  return  my  correspondence  and 
not  forward  it  for  reference  to  the  Shelby  Steel  Tube  Co.,  which  had 
been  the  case  at  a  former  period'. 

Notwithstanding  my  request  to  that  effect,  they  declined  to  quote 
me,  but  forwarded  my  correspondence  and  inquiry,  to  the  Shelby 
Steel  Tube  Co.  I  likewise  tried  to  secure  these  boiler  tubes  for  the 
Government  from  the  Seamless  Steel  Tubes  Co.  of  Pittsburgh ;  also 
from  Messrs.  Woods  &  Huddart,  Mr.  Woods  having  formerly  been 
the  representative  of  the  Shelby  Steel  Tube  Co.  in  San  Francisco. 

Mr.  Gardner.  Of  which  company? 

Mr.  Grey.  Of  the  Shelby  Steel  Tube  Co.  I  thought  he,  if  anyone, 
would  know  what  independent  sources  of  supply  there  might  be 
for  boiler  tubes. 

This  firm  of  Woods  &  Huddart  returned  my  inquiries  with  the 
statement  that  they  could  not  find  any  source  of  supply  other  than 
that  of  the  Shelby  Steel  Tube  Co. 

I  likewise  tried  to  buy  thcvse  tubes  from  the  Ivins  Elwood  Tubes 
Co.,  of  Philadelphia,  anil  on  September  10,  1906,  I  likewise  received 
a  negative  reply  for  quotations  from  this  firm.   *  ' 

The  Chairman.  Tell  me  what  efforts  you  made  to  get  them  direct 
from  the  Shelby  Steel  Tube  Co.,  where  you  knew  they  were. 

Mr.  Grky.  I  had  felt  that  this  was  my  last  hope  of  getting  them 
from  the  Shelby  Steel  Tube  Co.,  or  else  be  in  default  in  the  contract. 
So,  T  addressed  the  Shelby  Steel  Tube  Co.,  under  date  of  August  14, 
1906,  a  letter  to  Pittsburgh,  requesting  that  they  telegraph  me  an 
answer  as  to  what  price  they  would  make  me  for  these  specifications 
of  boiler  tubes,  explaining  in  detail  for  what  purpose  they  were  re- 
quired, and  everything  connected  with  it,  and  asking  them  to  tele- 
graph me  an  answer. 

Mr.  Keed.  What  is  the  date  of  that  letter,  please  t 

Mr.  Grey.  August  14,  1906. 

The  Chairman.  At  that  time  were  they  apprized  of  the  fact  that 
you  had  been  awarded  this  contract? 

Mr.  Grey.  This  contract  having  been  awarded  to  me  by  the  San 
Francisco  Navy  pay  office,  under  date  of  August  2,  Mr.  Chairman, 
there  was  an  interval  of  12  days  between  the  date  of  my  letter  and 
date  of  this  contract,  and  5  days  further  for  this  to  reach  the  hands 
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of  the  Shelby  Steel  Tube  Co.,  which  would  seem  to  be  17  dJiys  kfter 
the  award  of  this  contraet    They  might  have  been  so  informed. 

Mr.  Heed.  You  say  that  is  August  14?  That  would  be  12  dliys 
after  the  award. 

Mr.  Qhet.  Ity  letter  to  the  Shelby  Steel  Tube  Co.  t^«s  August  14. 
I  requested,  in  that  letted,  that  thfey  wire  me  the  price;  If  kity^  that 
they  were  willing  to  name  me. 

I  called  at  the  company^s  office  in  San  Francisco  About  a  i^e^k  later 
to  inquire  if  any  answer  had  been  received. 

The  Chaibmak.  Will  you  make  that  letter  a  part  of  your  evi- 
dence? 

Mr.  Grey.  I  will. 

Babt  OAKLUfD,  Gal.,  Augmi  14,  i^M.. 
Shelbt  Steel  Tubk  Ck>.,  Pittsburgh,  Pa. 

OcifTLEMEif:  Incloeed  please  find  sketch  of  se&mless-Bteel  boiler  tubes  r^- 
quired  for  the  United  States  Navy  Department ;  material  to  conform  to  speclil- 
catfohs  dhown.  with  which  yoti  are  fnlly  ftimlllftr,  and  consisting  or  thd  follow- 
ing: l,d50  ordinary  tubM,  2i  inches  outside  diameter,  7  fleet  2  inches  long,  Nd.  9 
BWQ;  310  stay  tnhes,  2|  inches  outside  dirimeter,  T  feet  2  inches  long,  Ko.  0 
BWO,  as  per  f^etch. 

Having  received  the  order  for  the  above,  which  I  am  anxious  t,o  execute  wlthr 
out  delay,  I  would  thank  you  to  wire  me  on  receipt  your  lowest  price  for  each 
kind  of  tub^  delivered  f.  0.  b.  llfare  Island  Navy  Yilrd,  shipment  to  be  made 
complete  within  45  days  from  receipt  of  order.  You  will  remember  having  fur- 
nished the  Mare  Island  Navy  Yard  with  these  identical  tubes,  as  appears  from 
my  records,  for  th^  U,  S.  S.  Yorktown  requisition  44  S.  B.,  1963,  at  the  unit 
price  or  Sl.58  and  0.65  per  tube,  respectively.  This  ^ould  appear  to  have  been 
coinpletea  In  the  early  part  of  1904.  Please  have  the  kindness,  therefore,  to  Wire 
me  yonr  lowest  prlce^  As  requested,  which  I  trust  will  be  within  the  figures 
above  referred  to,  so  that  I  can  immMiately  wire  you  to  proceed.  It  bein^  Some 
time  since  I  bought  any  material  from  you,  I  purpose  furnishing  banker's  guar- 
antee of  payment  with  the  order  in  the  event  of  the  price  being  satisfactory. 
Yours,  very  truly, 

BioHASD  n.  Garr. 

12B  Cakifoshia  STKEkr,  Bon  Francisco,  Oal, 

Mr.  GffEY.  I  \<ra^  advised  by  the  ageirf,  Mr.  Brooks,  that  he  had 
been  instruded  to  say  that  the  Shelby  Steel  Tube  Co.  had  put  in  its 
bid  to  the  Navy  Department  on  these  specifications — I  believe  1  am 
quoting  his  exact  v^ords  5  they  were  words  to  that  effect,  at  least. 

This  covers  your  previous  point,  Mr.  Chait-man.  Altnough,  m  my 
communication  of  August  14, 1  had  stated  to  the  Shelby  Steel  Tube 
Co.  that  this  contract  had  been  awarded  to  me,  it  seems  thdt  this  was 
their  reply.  I  find,  Mr.  Chairman,  that  I  made  not  on^  effdit  Co 
secure  this  particular  lot  of  boiler  tubes  from  the  Detroit  Seamless 
Steel  Tube  Co.,  but  I  made  two  efforts  to  do  so. 

Cta  receipt  of  the  Shelby  Steel  Tube  Co.'s  answer,  through  its 
agent,  to  the  effect  that  they  had  bid  on  this  contract  to  the  Navy 
Department,  I  requested  its  agent  to  telegraph  to  the  company  thai 
if  they,  so  to  speak^  labored  under  the  delusion  that  there  was  anj 
hope  of  their  receivmg  the  contract  direct,  they  must  disabuse  their 
mind  of  it,  because  their  bid  must  have  been  considered  adversely  in 
that  caa^,  siinee  I  had  been  given  the  contract.  That  being  the  case, 
I  again  invkcd  them  to  quote  me  prices,  through  their  agent  in  San 
Francisco. 

In  the  course  of  a  few  days  I  called  again  upon  the  agent  to  find 
what  reply,  if  any,  had  been  received  to  that  statement.  He  repeated 
to  me  that  he  had.  nothing  further  to  add  to  what  he  had  said  before ; 
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that  the  Shelby  Steel  Tube  Co.  had  bid  direct  on  these  tubes.  I  am 
not  sure  whether  I  made  a  third  visit  to  his  office  or  whether  I  ap- 
pealed to  the  Shelby  Steel  Tube  Co.  mjrself  again  direct,  in  a  tefe- 
gram,  dated  September  20,  1906.  Permit  me  to  call  your  attention 
to  the  fact  that  on  September  20, 1906, 1  was  not  yet  in  default,  that 
date  not  being  yet  60  days  after  the  date  of  my  contract,  but  I  was 
getting  on  very  thin  ice. 

This  is  the  wording  of  my  telegram  to  the  Shelby  Steel  Tube  Co., 
under  the  said  date  of  September  20,  1906 : 

Why  will  you  not  treat  with  me  on  specification  boiler  tnbes  for  Bennmffton, 
Mare  Island,  Requisition  No.  6,  Steam  Engineering?  Can  we  come  to  no  mu- 
tual understanding? 

In  due  time  I  called  again  upon  the  company's  agent,  Mr.  Brooks, 
in  San  Francisco,  to  know  what  reply,  if  any,  haa  been  received  to 
that  message,  since  I  received  no  direct  reply  myself. 

Mr.  Brooks  informed  me  that  he  merely  nad  to  say  that  the  Shelby 
Steel  Tube  Co.  had  put  in  their  bid  direct  to  the  Navy  Department 
on  this  lot  of  tubes.  He  would  not  confirm  this  in  writing,  or  do 
anything  in  the  matter  further  than  to  reiterate  the  verbal  informa- 
tion already  given  me. 

The  Chairman.  Did  you  explain  to  him  that  it  was  incumbent 
on  you  to  show  the  Government  you  had  every  means  to  supply  this 
contract  except  these  tubes,  and  that  your  standing  as  a  business 
man  would  be  affected?  Did  you  ask  him  to  gi*^e  you  a  positive 
denial,  and  his  reasons  for  his  refusal  to  sell,  in  order  that  you  might 
make  yourself  clear  before  tlie  Department,  that  the^  might  under- 
stand the  reason  for  your  inability  to  keep  a  contract  into  which  you 
had  entered? 

Mr.  Grey.  Yes,  sir. 

The  Chairman.  What  reply  did  they  make  to  that  entrea^l 

Mr.  Grey.  There  never  was  any  question  raised  as  to  my  rniancial 
ability  or  my  reputation  in  San  Francisco  as  a  dealer,  able  vind 
willing  to  pay  for  anything  that  he  purchased  or  contracted  for. 
Mf  standing  thus  far  with  the  Navy  Department  had  been  without 
reproach.  I  had  filled  contracts  to  the  extent  of  manv  hundreds  of 
thousands  of  dollars,  and.  whilst  I  was  not  rich,  I  haa  the  means  to 
pajF  for  those  things  whicn  I  desii'ed  to  purchase. 

llie  Chairman.  Did  you  make  it  known  to  these  agents  of  the 
United  States  Steel  Corporation  that  price  had  ceased  to  be  a  con- 
sideration with  you;  that  you  were  willing  to  pay  any  price  to  get 
these  tubes? 

Mr.  Grey.  I  did  not  so  specificallv  state,  unless  it  might  be  inferred 
from  the  last  paragraph  of  my  telegram  to  the  company  direct,  in 
which  I  said : 

Otm  we  come  to  no  mutual  understanding? 

I  take  it  at  that  time  that  my  frame  of  mind  was  such  that  I  was 
willing  to  pav  any  sum  of  mone^  that  I  possessed  or  that  I  could 
borrow  in  order  to  keep  myself  n*om  disgraceful  default  before  the 
Navy  Department  and  to  be  ruled  out  of  future  competition  at  the 
discretion  of  the  Secretary  of  the  Navy. 

The  Chairman.  Was  price  any  consideration  with  you,  if  these 
people  would  sell  you  the  tubes  they  had  t 
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Mr.  Gret.  I  must  have  produced  that  price,  if  it  were  in  my 
power,  in  order  to  sustain  my  self-respect  and  my  standing  before 
the   Navy   Department,  which    I   valued   more   than  anything  I 


The  Chaibmak.  Proceed  and  tell  us  whether  you  were  able  to  get 
these  tubes  at  all  or  not,  and  what  happened. 

Mr.  Grey.  Not  being  able  to  accoimt  for  this  strange  repetition 
of  this  same  song,  as  to  the  Shelbv  Steel  Tube  Co.  having  bid  direct 
to  the  Navy  Department,  I  thought  I  would  make  some  independent 
investigations  in  order  to  determme,  if  I  could,  what  was  the  reason, 
since  I  could  conceive  of  none  of  a  businesslike  nature. 

In  my  investigations  I  wrote  to  my  correspondent  in  Washington 
to  look  up  the  records  in  the  Navy  pay  office  at  Washington,  in 
order  to  find  out  if  I  had  offended,  so  to  speak,  the  Shelby  Steel  Tube 
Go.  by  bidding  a  price  which  was  in  conniction  with  their  own. 

If  you  will  permit  me  to  call  attention  again  to  the  difference  in 
our  prices,  you  may  note  that  mj  price  on  item  18  of  $2  and  their 
price  of  $2.59  per  tube,  and  on  item  19  my  price  of  $3.50  per  tube 
and  their  price  of  $3.95  per  tube,  would  seem,  on  the  sum  total  of 
the  material  involved,  to  indicate  that  I  had  underbid  the  Shelby 
Steel  Tube  Co.  on  those  two  items  in  the  total  sum  of  $1,113,  every 
other  thing  being  equal^  as  it  was. 

Mr.  Chairman,  it  might  seem,  therefore,  that  the  Navy  Depart- 
ment had  awarded  me  this  contract  by  virtue  of  my  being,  for  the 
first  reason,  the  lowest  bidder;  but  I  think  there  was  a  further 
reason  actuating  the  Navy  Department  in  this  connection — ^that  I 
was  the  oidy  bidder  on  the  complete  schedule;  and  if  I  understand 
the  rules  and  regulations  of  purchases  by  the  Navy  Department  at 
this  period  correctly,  it  was  informal  on  the  part  of  the  Shelby  Steel 
Tube  Co.  to  bid  on  these  two  items  alone,  or  for  any  other  firm  to 
offer  an  incomplete  bid  on  the  entire  schedule  of  material  desired. 

Therefore,  I  take  it,  that  imder  anv  circumstances  the  Shelby  Steel 
Tube  Co.  would  not  have  been  awarded  that  contract. 

The  Chairman.  Did  you  make  any  explanation  to  the  department 
of  your  inability  to  furnish  these  articles  for  the  reasons  you  have 
indicated  ? 

Mr.  Gbbt.  Finding  myself  now  defeated  at  every  turn,  unable  to 
conceive  of  any  other  sources  of  supply,  having  exhausted  all  those 
within  my  knowledge  and  experience  of  years  past,  having  also  in 
mind  the  fact  that  the  former  representative  or  this  company,  who 
naturally  would  be  better  informed  as  to  which  were  and  which  were 
not  the  United  States  Steel  Corporation  mills,  I  took  it  for  granted 
that  I  was  losing  valuable  time,  and  that  the  consequence  might  be 
very  serious  for  me  if  I  did  not  at  once  lay  the  facts  before  the  Navy 
Department 

Therefore,  under  date  of  October  31, 1906,  or  90  days,  about,  after 
enterinjg  into  this  contract,  and  being  now  30  days  in  default  for 
nondehvery.  I  addressed  a  letter  to  the  purchasing  pay  officer  in 
charge  of  tne  Navy  pay  office  in  San  Francisco,  containing  a  full 
statement  of  the  case  for  transmission  to  the  Paymaster  General  of 
the  Navy  Department  at  Washington. 

The  Chairman.  Will  you  file  that  letter  with  your  testimony  t 

Mr.  Gret.  I  shall  be  pleased  to  do  so. 
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The  letter  is  as  follows : 

Bast  Oakland,  Oeicber  91,  i906. 

Sib:  Referring  to  open  piirehaee  requisitkm  Vo,  6,  8.  B.,  oevM>ing  boiler  Bia- 
terial  for  the  U.  S.  S.  Bennington  at  Mare  Island,  I  regret  to  inform  yon  with 
regard  to  Items  18  and  Id,  caUing,  respectively,  for  X,6^  ordinary  tubes  and  810 
stay  tubes,  to  be  made  in  accordance  witb  Bureau  of  Steam  Engineering  speci- 
fications, that  I  am  unable  to  find  any  manufacturer  of  boiler  tubes  in  tiie 
United  States  who  is  at  present  wilHng  to  undertake  this  order. 

On  August  14,  lfi06, 1  wrote  tbe  Sbeiby  Steel  Tube  Go.,  Pittsboigli.  oegotitt- 
!i^  for  t2ie  purchase  of  the  tubes  required.  Within  a  week  I  oall^  at  the  oom- 
pany*s  otBlce,  Sixteenth  and  Folsom  Streets,  San  Francisco,  and  was  iaformed 
that  instructions  had  been  received  by  telegraph  to  say  to  me  that  tiie  "  Shelby 
Steel  Tube  Co.  had  put  in  its  bid  to  the  Navy  Department  on  this  specification.** 
Altboagh  I  had  In  my  oommanlcation  of  August  14, 1800,  prevleosly  stated  that 
the  award  for  said  specifloatiea  of  tubes  had  already  been  made  to  me,  X  re- 
quested that  the  company  might  agaJUi  be  advised  of  this  fact  by  wire.  In  the 
course  of  a  few  days  I  again  called  at  the  San  Francisco  office,  and  was  advised 
that  the  compauy  had  instructed  its  r^resentatlve  to  again  say  to  me  that  the 
"Shelby  Steel  Tube  Ck).  had  put  in  its  bid  to  the  Navy  Department  on  this 
specification."  Therefore,  on  August  24,  1906,  I  Intrusted  Mr.  Oharlee  Woods^ 
recent  representative  of  the  said  company,  but  now  of  the  firm  of  Woods  & 
Huddart,  S.  F.,  to  secure  these  tubes  In  any  way  possible.  On  August  25,  1906» 
I  addressed  also  the  Detroit  Seamless  Steel  Tubes  Co.,  Detroit,  and  the  Seam- 
less  Steel  Tubes  Co.,  Pittsburgh,  In  an  independent  effort  to  secure  the  tubes. 
On  August  30  Messrs.  Woods  &  Huddart  returned  my  Inquiry,  advising  their 
failure  to  secure  said  tubes  from  any  of  the  sources  known  to  them.  The  com- 
panies last  mentioned  were,  by  a  coincidence,  the  same  ones  addressed  simul- 
taneously by  myself  and  Woods  &  Huddart,  and  which  returned  me  direct 
negative  replies  about  a  week  later.  Under  date  of  August  31,  1906,  aad  at  the 
suggestion  of  the  said  Woods  &  Huddart,  I  addressed  Ivens-Ellwood  Tubes 
Works,  Philadelphiat  and  about  September  10, 1906,  received  their  negative  reply 
also.  They  having  referred  my  inquiry  to  the  Detroit  Seamless  Steel  Tubes  Co., 
I  again  took  the  matter  up  with  said  company  by  wire,  and  on  Sept«nber  19, 
1906,  received  their  wire  reply  again  declining  the  bustoess.  On  September  20, 
1906,  I  wired  direct  to  Shelby  Steel  Tube  Co.,  Pittsburgh,  as  follows: 

"  Why  will  you  not  treat  with  me  on  specification  boiler  tubes  for  Bewainfficm^ 
Blare  Island?  Requisition  No.  0  steam  engineering.  Can  we  come  to  no  mutual 
understanding?  " 

In  due  time  I  again  communicated  with  the  company's  San  Franciseo  office 
and  was  told  by  the  representative  in  charge  that  he  bad  nothing  new  to  Impart; 
that  his  Instructions  remained  the  same  as  before,  viz,  to  merely  say  to  me 
that  "  Shelby  Steel  Tube  Co.  had  bid  direct  to  the  Navy  Department  on  this  lot 
of  tubes.'*  He  would  not  confirm  this  in  writing,  or  do  anything  In  the  matter 
further  than  to  reiterate  the  verbal  information  already  given.  Being  at  a  loss 
to  aoQouQt  for  this  unbusinesslike  attitude,  I  have  since  procured  the  nnlt 
prices  of  Shelby  Steel  Tube  Co.'s  bid,  opened  at  the  Navy  pay  office,  Washington, 
D.  C,  July  25,  1006,  and  am  informed  that  their  bid  was  $2.69  and  $3.95  per 
tube,  respectively,  total  $5,49S,  while  mine  was  $2  and  $3.50,  respectively, 
total  $4,385.  By  referring  to  Mare  Island  requisition  No.  44  S.  B.  for  U.'  S.  S. 
Yvriao^on^  oi)ened  toward  the  end  of  1903,  it  appears  of  record  that  the  Shelby 
Steel  Tube  Co.  supplied  similar  tul>es,  identical  in  every  way  to  those  now  in 
question,  excepting  in  a  slight  diminished  quantity,  and  delivered  same  at 
Mare  Island  early  In  1004  at  the  unit  prices  of  $1.58  and  $3.05  per  tube,  respec- 
tively, which  would  equal  a  total  in  the  quantity  covered  by  present  requisi- 
tion of  $3,568.60,  showing  an  increase  in  their  present  bid  of  $l,929k50.  or 
about  55  per  cent.  I  need  go  no  further  in  seeking  their  motive  for  refosiug 
to  treat  with  me,  who  has  been  the  Instrument  of  upsetting  their  plans.  But  the 
fact  remains  that  the  Shelby  Seel  Tube  Co.  conrol  the  output  of  this  chrss  of 
tubes  as  called  for  in  the  present  requisition,  and  being  associated  with  tlia 
National  Tube  Co.  and  Western  Tube  Co.,  wblefa  are  Uke  themselves  oonstltuottt 
entei'prises  of  the  United  States  Steel  Corporation  and  Jointly  B^resented  by 
the  same  officers  at  Sixteenth  and  Folsom  Streets,  San  Francisco,  they  own 
and  monopolize  nearly  all,  if  not  all,  the  boiler  tube  works  In  the  cotmtry. 
The  San  Francisco  representative  of  the  associated  companies  albftesald  has, 
indeed,  stated  to  me  that  they  are  practically  one  company — Separata  only  as 
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relates  to  the  boar^  ef  dlrectort3r--aBd  any  boiler  tube  orders  for  the  XJaited 
States  Navy  would  be  referred  by  either  company  to  the  Shelby  Steel  Tube  Co. 

I  am  fully  persuaded  also  that  no  mill  outside  the  trust  has  the  privilege  of 
famishing  Government  tubes,  either  direct  or  to  any  indlvidfral  who  shall  be 
proKTibed  by  tlie  Sh^ix  Steel  Co*  The  persistence  with  which  tlits  company 
hae  ealled  my  attentioa  to  its  bid,  even  after  such  bid  had  received  adverse 
consideration,  could  only  be  borne  of  the  knowledge  that  it  has  a  monopoly  and 
intends  to  brook  no  competition  on  Government  business. 

I  inclose  all  documents  in  my  possession  relating  to  the  fbcts  recited,  calling 
attention  to  the  absence  of  any  writing  of  tba  Shelby  Steel  Tube  Ca  for  the 
reaoona  stated. 

No  one  could  be  more  desirous  of  filling  his  contract  with  the  Government 
than  myself,  both  fi*om  a  sense  of  pride  as  well  as  duty,  but  in  the  face  of 
micb  obstacles  as  have  presented  tbemselves^  to  me  ts  this  matter,  it  raises 
a  dioubt  tn  my  Bcdnd  as  to  whether  a  coBtractor  may  Justly  be  htid  liable  for 
his  contract  wheu  the  material  to  be  fnml^ed  is  under  the  sole  control  of  aa 
unscrupulous  trust 

If  this  circumstance  of  my  case  should  not  provide  for  my  release  from  this 
obligation  unless  with  the  alternative  of  my  being  held  as  in  default,  I  te- 
luctastly  ask  that  purchase  shall  be  made  of  the  boiler  tubes  for  my  accovat 
On  the  other  hand,  if  it  shall  appear,  as  I  have  stated,  that  the  Shifty  Steel 
Tube  Cow  is  enercislag.  an  unlawful  monopoly,  the  extent  of  which  amomits  to 
that  of  a  coiiq[)faraey  to  restrain  competition,  or  has  otherwise  prevented  my 
furnishing  the  tubes  called  for,  in  such  event  I  would  reajpectfully  ask^  as 
an  act  of  grace  and  clemency  of  the  Navy  Department,  that  I  may  be  released 
from  the  contract  without  detriment. 

Very  respectfully,  Ricuabd  H.  Gavr. 

Pay  Inspector  R.  T.  M.  B.ux,  United  States  Navy, 
^  Navy  Pay  Offlce,  8an  Franohco, 

In  that  letter,  «s  you  wiB  see,  I  called  attention  to  the  f»ct  that  I 
had  exhausted  every  mestns  in  my  power  to  compfy  with  that  con- 
tract. If  you  will  permit  me,  I  will  repeat  the  closing  paragraph  of 
that  letter. 

Mr.  Gardneb.  This  is  your  letter  to  the  Navy  pay  officer  at  San 
Francisco  ? 

Mr.  Grey.  Yes,  sir ;  for  transmission  to  the  Napy  DepairtmeBt  at 
Washington,  that  being  the  method  of  conducting  correspondence 
between  contractors  ana  the  Navy  Department  generally. 

This  is  the  paragraph  to  which  I  refer : 

No  one  could  be  more  desirous  of  tilling  bis  contract  witb  the  Governiaent 
than  myself,  botb  from  a  sense  of  pride  as  well  as  duty,  but  iu  the  face  of 
sacb  obstacles  as  bave  presented  themselves  to  me  in  tlris  matter  it  raises  a 
donbt  in  my  mind  as  to  whether  a  contractor  may  Justly  be  held  liable  for  his 
contract  when  the  material  to  be  furnished  Is  under  the  soVe  control  of  an 
unacmyalous  trust 

I  do  not  know  tbat  I  was  quite  justified  in  using  the  word  ^  xm- 
sentpuiouB,''  Mr.  Chairman,  but  that  was  my  feeling  at  the  timei 

If  tills  circumstance  of  my  case  should  not  provide  for  my  release  ft*om  tlils 
obllsatloa  unless  with  tbfe  alternative  of  my  beiugr  held  as  in  default,  I  reluct- 
antly ask  that  purcbaee  shall  be  made  of  the  boiler  tubea  for  my  account. 
On  tbe  other  hand,  if  it  shall  appear,  as  I  have  stated,  that  the  Shelby  Steel 
Tube  €>o.  is  exercising  an  unlawful  monopoly,  the  extent  of  which  amounts  to 
that  of  a  conspiracy  to  restrain  competition,  or  has  otherwise  prevented*  my 
fonitflhtiig  the  tubee  called  fbr,  in  such  event  I  would  respectfully  ask,  as  an 
act  ot  grace  and  clemency  of  the  Navy  Department,  that  I  may  be  released  from 
the  contract  without  detriment. 

Very  respectfully,  Richard  H.  Gbky. 

I  presume  I  have  made  it  clear  to  you  that  I  had  now  furnished, 
within  the  time  of  delivery  and  satisfactorily  in  every  respect,  to 
the  Government  all  the  items  of  this  contract  with  the  exception  of 
these  two  items  of  boiler  tubes. 
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^  The  CHAiRifAN.  What  action  did  they  take?  What  recommenda- 
tion was  made  by  the  department  after  you  had  explained  your 
inability  to  secure  these  tubes  at  any  price? 

Mr.  Grey.  On  November  17,  1906,  17  days  subsequent  to  the  dat« 
of  my  letter,  through  the  San  Francisco  Navy  pay  office,  an  answer 
was  received,  a  copy  of  which  I  have  before  me,  not  to  me,  but  to  the 
Navy  pay  omce,  as  a  result  of  this  correspondence. 

Mr.  Gardner.  And  from  whom? 
^  Mr.  Grey.  From  the  Paymaster  General,  E.  B.  Rogers,  at  that 
time  in  charge  of  the  Bureau  of  Supplies  and  Accounts  in  this  city. 

Mr.  Gardner.  What  is  the  date  of  tnis  letter  from  Admiral  Kogers? 

Mr.  Grey.  It  is  a  telegram,  dated  November  17,  1906.  It  is  ad- 
dressed to  the  Navy  pay  office,  San  Francisco,  and  is  known  for  iden- 
tification as  No.  92339?    It  says: 

Please  wire  recommendation  whether  or  not  Richard  H.  Grey  be  released 
from  his  contract  under  Steam  Ihigineering  requisition  6  and  purchase  made 
not  for  his  account. 

Respectfully,  B.  B.  Rooebs, 

Paymaster  General,  United  States  Navy. 

It  says  here  in  the  corner : 

Confirming  telegram. 

Mr.  Gakdker.  That  is  the  mail  copy  of  the  telegram,  transmitted 
in  confirmation  of  the  telegram? 
Mr,  Grey.  It  is  the  confirmation  of  the  telegram. 
Mr.  Gardner.  Would  you  mind  reading  that  again? 
Mr.  Grey.  It  is  addressed  to  the  Navy  pay  ofiice: 

Please  wire  recommendation  whether  or  not  Richard  H.  Grey  be  released 
from  his  contract  under  steam  engineering  requisition  6,  and  purchase  made 
not  for  his  account. 

Mr.  Gardner.  That  I  did  not  get  the  meaning  of — 

And  purchase  made  not  for  his  account. 

Mr.  Young.  That  would  relieve  you  of  the  loss  of  the  $1,100,  if 
that  was  done  ? 

Mr.  Grey.  That  would  be  the  case. 

Mr.  Gardner.  It  was  an  inquiry  whether  he  would  recommend 
that  the  Navy  Department  purchase  outright,  without  charging  it 
to  you.    Is  that  it? 

Mr.  Grey.  Yes. 

May  I  interject  at  this  moment  that  I  have  overlooked  one  im- 
portant feature  of  this  contract,  which  is  this? — ^That  failing  to  make 
delivery  of  the  material  contracted  for  under  this  contract,  the  Navy 
Department  has  the  right,  at  its  discretion,  to  purchase  this  material 
for  my  account,  after  I  am  in  default,  and  charge  me  subsequently 
with  the  difference  in  cost  of  procuring  that  material. 

The  Chairman.  That  is,  the  difference  between  your  bid  and  the 
price  they  pay  for  it? 

Mr.  Grey.  At  any  price  they  choose  to  paj[,  and  I  would  be  com- 
pelled to  stand  the  difference  between  that  price  and  the  price  imder 
my  contract,  if  I  could  not  deliver  the  material  on  time. 

The  Chairman.  All  right.    Proceed. 

Mr.  Grey.  The  purchasing  pay  ofiicer  in  San  Francisco,  at  the 
Navy  pay  office,  answered  that  telegram  to  the  Paymaster  General  of 
the  Navy  Department,  Washington,  D.  C.,  under  date  of  November 
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20,  1906,  three  days  after  the  recipt  df  his  message  from  the  Navy 
Dmartment.   May  I  read  it? 

The  Chaibman.  Yes. 

Mr.  Grey  (reading) : 

Owing  to  apparent  combination  against  Grey,  reconunend  his  release  from 
items  18  and  19,  steam  engineering  requisition  6. 

Ball. 

The  full  name  of  this  gentleman  is  B.  M.  T.  Ball.  His  rank  at 
that  time  was  pay  inspector,  United  States  Navy. 

Mr.  Young.  Was  that  the  end  of  it ! 

Mr.  Grey.  No;  there  are  other  points  to  follow. 

The  Chaibhan.  Go  ahead. 

Mr.  Grey.  Under  date  of  November  23,  three  days  later  again,  in 
1906,  the  bureau,  or  the  Paymaster  General,  telegraphed  to  Pay  In- 
spector Ball,  at  the  Navy  pay  oflSce  in  San  Francisco,  ^he  telegram 
having  the  reference  number  99176,  reading  as  follows : 

Issue  new  proposals  for  items  18  and  19,  engineering  requisition  6,  Mare 
Island,  tubes  for  Bennington,  Open  bids  30tb.  Wire  prices,  time  delivery,  to 
bureau  for  instructions. 

B.  B.  R00EB84 
Paymaster  General  United  States  Navy, 

Mr.  Gardnek.  I  wish  you  would  explain  just  what  that  means. 

Mr.  Grey.  I  take  it,  Mr.  Gardner,  that  it  was  at  this  time  not  the 
desire  of  the  Navy  Department  to  purchase  the  tubes  for  my  account; 
that  it  had,  perhaps,  under  consideration,  or  it  had  already  deter- 
mined not  to  do  so ;  that  the  circumstances  which  I  had  laid  before 
them  of  my  eflForts  to  purchase  these  boiler  tubes  were  considered  to 
be  a  genuine  eflfort  on  my  part  to  have  produced  the  material,  over 
which  I  seemed  to  have  no  physical  control. 

Mr.  Gardker.  But  I  mean,  what  would  a  man  naturally  infer 
when  he  saw  that  telegram?  That  they  were  going  to  let  you  off 
from  those  two  items  entirely  ?  Would  that  be  the  natural  inlference 
to  draw,  or  not,  from  that  telegram? 

Mr.  Grey.  That  will  appear  in  a  moment,  Mr.  Gardner. 

Mr.  Gardner.  I  did  not  know  but  that  you  could  explain  it  in  a 
word. 

Mr.  Grey.  I  would  take  it  to  be  so.        . 

Mr.  Gardner.  When  you  saw  that  telegram,  you  said  to  yourself : 
"  What  they  are  going  to  do  is  this :  They  are  going  to  let  me  off, 
and  open  these  two  tuoe  items  again." 

Was  that  the  natural  assumption  a  man  would  draw  from  that 
telegram? 

Mr.  Grey.  There  was  in  practice,  I  believe,  at  this  time  a  rule  that 
when  a  contractor  was  in  default  he  was,  in  general,  formally  ad- 
vised of  that,  and  threatened  with  proceedings  of  purchase  by  the 
Navy  Department  if  within  10  days  he  did  not  come  forward  with 
that  material. 

Mr.  Gardner.  And  according  to  the  receipt  of  that  telegram,  and 
no  notification  that  you  were  in  default,  you  were  led  to  suppose 
what? 

Mr.  Grey.  That  it  was  favorable  to  my  release,  taken  particularly 
in  connection  with  the  former  telegram  of  the  ^raymaster  General, 
whicli  asked  for  the  recommendation  of  the  pay  inspector  at  San 
Francisco. 
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in  your  opinion,  for  the  Navy  Department  to  take  if  thc^  did  not 
intend  to  release  you  ? 

Mr.  Grey.  Quite  so,  sir. 

Mr.  Gabdner.  I  say,  in  your  opinion.  I  know  nothiii^  about  the 
question  myself.  I  do  not  want  tp  g?t  anything  eaceept  your  opiiuon 
as  to  whether  it  would  be  an  unusual  course. 

Mr.  G?i^Y.  VroifL  my.  remembrance  of  any  pr^ce4^n^  of  that 
kind;  yes. 

Up  to  this  point,  Mr.  Chairman,  I  wa3  ngt  able  fyy  $ay  positively 
whether  I  was  released  or  whether  I  w^s  npt  released],  but  it  ap- 
pears that  on  opening  these  bids  on  the  30t^  of  Novemji^.  by  dtrec- 
tion  of  the  Paymaster  General  there  was,  onjy  Qn^  bid  received  in 
$An  Francisco,  although  bids  had  been  invitea  generally  frgyra  deal- 
ers VOL  that  city,  exclusive  of  mysell. 

Mr.  Gakdi^eb.  Excu$e  me^  but  Avhen  you  say  bida  w^re  invited,  do 
you  mean  by  special  invitation  to  each  dealer  or  by  general  notice  in 
the  post  office  or  somewhere  else? 

Mr.  Grey.  I  mean  by  direct  mailing  of  the  proposals  to  each  dealer 
in  the  city,  in  order  that  they  ma^  know,  as  well  as  by  notices  posted 
on  the  bulletin  board,  that  these  bids  are  to  be  opened. 

Ms;.  Beaix.  I  think  it  would  be  well  for  the  provision  of  L^w  iielat- 
in^  to  invitation,  for  bids  to  go  into  the  recoicd  jusjb  at  this  plia^  Mr. 
Grey. 

Mr.  GsEY.  I  shall  be  glad  to,  do  that,  but  I  hc^ve,  npt  a  copy  of  the 
provision  of  law  directly  at  h^nd. 

Mx.  Beaix.  I  suppose  this  ^at^ment  of  it  is  corrects,  on  ]fBgp  9,  of 
this  typewritten  brief,  wl;^ch  was  handed  ta  me  by  the  chainuan. 

Mr.  Eeed.  What  page  is  that,  Mr.  Beall ! 

Mr.  Beall.  Page  9  of  this,  typewritten  brief,  right  s^t  tb^  bpttom  of 
the  pa«e, 

Mx.  Gardner.  That  is  tte  law  of  June  14, 1878 1 

Mr.  Beall.  "t'es.    It  reads: 

MATERIALS    FOR   STEAM    BOILERS  TOR  THE   N.\VY. 

That  on  and  after  the  passage  of  this  act  the  Secretary  of  the  Navy  be,  and 
he  is  hereby,  authorized  to  purchase  at  the  lowest  market  price  such  plat^  iron 
ond  other  material  as  may  enter  into  the  construction  of  ^oam  boilers^  foi;  the 
Navy  without  advertising  for  bids  to  funiish  the  same:  Provided,  That  he  sbaU 
cause  to  be  sent  to  the  principal  dealers  and  manufacturei*s  of  iron  and  sndi 
other  materials  as  may  be  required  specUScatlons  of  the  quality,  deacriptlon.  and 
character  of  sudi  iron  and  materials  so  required:  A/kl  provided  further^  That 
such  plate  iron  and  materials  shall  be  subjected  to  the  same  tests  and  Inmec* 
tion  as  now  provided  for  and  whioli  inPi)ection  and  tests  shall  be  made  puhjiciy 
and  in  presence  of  such  bidders  or  tlielf  authorised  agents  as  may  choose  to 
attend  at  the  malUng  thereof. 

The  Chairman.  You  say  there  was  but  one  bidder? 

Mr.  Grey.  That  seems  to  be  the  case  from  a  telegi*am  which  is  for- 
warded to  the  Paymaster  General  of  the  Navy  Department,  Wash- 
ington, D»  C,  by  the  then  presiding  officer  in  the  Navy  pay  office  at 
San  Francisco.  " 

The  Chairman.  Who  was  that  bidder  ? 

Mr.  Grey.  The  Shelbv  Steel  Tube  Co. 

Mr.  Gardner.  The  f^helby  Steel  Tube  Co.  was  the  new  simzle 
bidder?  ^ 
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Mr.  Grey.  Yes,  sir. 

Mr..  Young.  That  was  the  only  bid  received  the  second  time? 

Mr.  Grey.  Yes.    [Reading:] 

Only  one  hid  reoeive^l,  iterea  IS  ood  1^  esgioeeriiie  0,  Sbelligr  Steel  IHibe  Co., 
Pitt^urgh,  $M9S;  ehlpmo^jt  iuMjulred  fifty  dajck 

The  Chairman.  How  did  tba^  price  compare  with  the  previous 
price  that  they  had  bid  ? 

Mr.  Grey.  It  was  the  same  in  ev^  respect. 

Mr.  You)«G«  You  gave  the  total  in  this  case,  and  you  gave  it  per 
tube  before? 

Mr.  Qrey.  The  total,  $3,498,  se^ms  to  have  been  their  bid  in  Warii* 
ington  at  the  first  invitation,  and  their  bid  ii^  San  Francisco  at  the 
seoomd  invitation.  e?^cepting  that  the  item  of  delivery  was  sooMwhat 
extended  in  thia  latter  case,  i^as  the  same* 

M^«  Danfo&t^.  What  was  the  time  of  delivery  in  the  firet  otfer 
that  thfl^r  iivade^  if  yoM  ki^cxw  ? 

Mr.  Grey.  Sixty  days>  Mr^  Panforth. 

Mr.  Danforth.  That  was  in  their  bid? 

Mr.  Grey.  Originally;  yes. 

Mr.  Gardner.  I  take  it  that  in  those  first  bids^  except  in  the  caoe  of 
the  man  who  specified  9Q  days,  every  bid  was  supposed  to  be  for  de- 
KvcFjr  in  60  days  ? 

Mr.  Grey.  Yes:  iu  order  to  be  formal,  that  is  required. 

Mr.  Gabsikbr.  Was  it  in  the  meoifieaticms  ? 

Mr.  Grey.  Yes,  sir.  The  price  was  taken  in  connection  with  the 
time  of  delivery. 

In  answer  to  that  advice  of  the  Navy  pay  office  in  San  Franeisoo  to 
the  Pa^Hiastep  General  in  Washington,  this  was  the  tek^mm  which 
was  subsequently  received,  dated  December  14,  190Q,  confirming  tele- 
gram: 

Tlie  bureau  hereby  confirms  its  telegram  of  «eTen  date,  as  follows: 

Navy  Pay  OFFieE,  San  Francisco,  Ca/. 

Engineering  ^  items  IS  and  19,  tubtf  Bennington,  award  bids  Slielbjr  Steel 
Tu)l>€  Co.  in  accordance  with  your  wire  December  1. 

SespectftUly,  D.  B.  Rooebs, 

Paymaster  General  United  States  Na/vy*. 

The  Chaibman.  To  whom  was  that  telegram,  sent? 

Mr.  Gbby.  To  Pay  Inspector  Ball,  purdiasing  pay  officer  in  chc^ge 
K^vy-  pay  office,  who  was  urevioudy  directed  to  refer  all  bids  to  the 
Naw  i)epartme]it  at  Washington  ror  recommendatioxk 

Mr.  'RjosD.  And  what  is  the  date  of  that  ? 

Mr.  Grxy.  Tha  date  of  this  confirmation  of  telegram  is  December 
14^^  1906.    The  telegcam  was  of  the  same  date. 

iTp  to  thia  point,  Mr.  Chairman,  it  would  seem  that  I  am  left  i^ 
dottM  as  to>  my  standing  before  the  department.  We  have  now 
reached  the  period  of  December  29^  and  my  letter  addressed  to  the 
Kavty  Department,  laying  all  the  oirciunstances  before  it,  was  of 
October  31, 1906,  tnis  being  an  interval  of  59  days,  in  which  I  am  left 
i&  sMODizing  suspense,  excepting  in  so  far  as  I  had  made  inquiries  at 
UnTNavy  pay  office  in  San  Francisco  to  know  whether  any  letter  or 
any  intimation  had  been  received  from  the  Navy  Department  tJirough 
that  channel  by  which  I  might  know  how  I  stood  in  the  matter. 
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I  was  informed,  to  use  the  phraseology  of  the  officer  in  charge,  that 
I  was  out  of  it;  tnat  the  contract  for  the  tubes  had  been  awarded  to 
the  Shelby  Steel  Tube  Co.,  in  consequence  of  which  items  18  and  19, 
boiler  tufa!es,  had.  been  ordered  to  be  canceled  from  my  contract  which 
was  on  file  in  the  general  storekeeper's  office  at  the  Mare  Island  Navy 
Yard. 

Mr.  YoTJNG.  This  was  a  verbal  statement  to  you  ? 

Mr.  Grey.  Yes,  Mr.  Young;  just  a  verbal  statement  to  me.  In 
order  to  satisfy  myself  of  the  matter,  I  went  to  the  Mare  Island  Navy 
Yard  and  visited  the  general  storekeeper's  office  and  asked  concerning 
the  matter.  A  copy  of  the  contract  was  taken  from  the  files,  and 
across  its  face  on  the  items  18  and  19  was  the  word  *^ canceled" 
written. 

From  this  I  supposed  that  I  was  not  yet  in  default.  On  December 
29, 1906,  however,  this  letter  was  directed  to  the  purchasing  pay  offi- 
cer, Navy  pay  office,  San  Francisco,  by  the  ^Paymaster  General, 
Bureau  of  Supplies  and  Accounts,  Navy  Department,  Washington, 
D.  C,  the  reference  number  on  this  letter  being  als6  99176 : 

Sib:  Referring  to  the  contract  of  Richard  H.  Grey,  of  San  Francisco^  for 
furnishing  boiler  tubes  and  other  articles  called  for  by  Steam  EMgineering 
requisition  No.  6,  for  the  navy  yard.  Mare  Island,  Cal. 

In  view  of  Mr.  Grey*s  statement  that  he  was  unable  to  furnish  the  tubes 
required,  an  order  was  placed  with  other  parties,  and  all  of  the  corre^K>ndeDce 
with  reference  to  the  matter  was  forwarded  to  the  Secretary  of  the  Navy  for 
decision  as  to  whether  or  not  the  difference  between  the  price  named  in 
Mr.  6rey*B  contract  and  that  at  which  the  new  contract  was  placed  should  be 
charged  against  the  original  contractor's  account 

The  Secretary  has  decided  that  the  difference  in  price  shall  be  charged  to 
Mr.  Grey,  and  you  will  please  collect  the  difference  of  ¥1^113,  and  deposit  same 
to  the  crdelt  of  appropriation  "  Steam  machinery,  1907." 

RespectfuUy,  E.  B.  Rookbs, 

Paymaster  Oeneral,  United  Btates  A'atiy. 

The  PuBCHASiNO  Pay  Officeb, 

Navy  Pay  Office^  San  Francisco,  CaL 

The  Chairman.  Did  you  pay  that  money  ? 

Mr.  Grey.  I  did,  Mr.  Chairman,  imder  a  sort  of  moral  protest. 
Nevertheless,  I  paid  the  money.  •  I  did  protest  to  the  Navy  I>epart* 
ment  that  it  was  not,  in  my  estimation,  quite  fair  under  the  cir- 
cumstance& 

The  Chairman.  When  you  made  this  offer  to  furnish  boiler  tubes 
t'O  the  Government,  did  ^ou  make  any  effort  to  ascertain  about  what 
they  were  worth,  and  did  the  Navy  Department  make  any  estimate 
as  to  about  what  thev  did  pay,  or  what  was  the  fair  price  for  them 
at  the  time  this  first  bid  was  made  ? 

Mr.  Grey.  It  is  the  practice  of  the  Navy  Department,  as  I  under- 
stand, to  previously  inquire  the  cost  of  this  material  for  the  purpose 
of  making  an  appropriation  from  the  fund  which  is  avaliable  for 
these  purposes,  and  they  have,  at  times  in  the  past,  even  made  those 
inquiries  from  me,  as  a  dealer,  as  to  what  price  I  could  name  as  an 
estmiated  cost  of  various  materials  which  they  were  intendinff  to 
purchase. 

Mr.  Gardner.  That  is,  they  asked  your  advice,  not  as  to  what  you 
would  charge  yourself,  but  so  as  to  get  a  general  idea  of  the  marlret 
value  of  the  articles  for  which  bids  were  desired? 

Mr.  Grey.  They  asked  quotations,  not  necessarily  binding,  but 
within  which  you  are  expected  to  bid. 
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Mr.  Gabdner.  As  an  indication  of  the  market  value  t 

Mr.  Oret.  As  an  indication  or  estimate  of  the  cost. 

I  understand  ^our  (question,  Mr.  Chairman,  to  be  as  to  whether  or 
not  I  made  any  mquines  as  to  the  price  of  material  at  this  time  ! 

The  Chaibmak.  Yes;  and  whether  the  Navy  Department  made 
any  estimate  as  to  what  the  value  of  these  articles  was. 

Mr.  Grey.  Permit  me  to  say,  at  this  point,  that  that  information  or 
estimate  is  not  within  the  knowledge  oi  the  bidder  generally  imless  he 
himself  was  the  individual  who  had  furnished  that  mf ormation  to  the 
Navy  Department.  The  cost  of  the  material,  in  the  estimation  of  the 
Navy  Department,  or  in  the  estimation  of  the  individual  who  might 
have  furnished  that  information  to  the  Navv  Department,  I  know 
not.  But  I  do  know  this:  That  the  price  which  I  inserted  against 
those  items  18  and  19  in  that  bid— $2  per  tube  and  $3.50  per  tube, 
respectively — ^was  a  fair  price — a  liberal  price — affording  me  a  good 
margin  of  profit,  based,  as  it  was,  on  mj  knowledge  of  the  cost  of 
that  material  in  the  past  and  the  fluctuations  of  the  market  up  to  the 
period  when  I  filed  my  bid. 

Mr.  Gardner.  Did  not  a  third  party  estimate  still  higher  than  the 
Shelby  Steel  Tube  Co.  ? 

Mr.  Gret.  Yes;  they  bid  a  higher  fi^re. 

Mr.  Gardner.  For  90  days'  delivery! 

Mr.  Grey.  Yes,  sir ;  it  was  higher.    Shall  I  read  that  ? 

Mr.  Gardner.  You  have  already  read  it.  I  asked  simply  if  my 
memory  was  correct  in  that  regard. 

Mr.  Grey.  There  was  a  higher  bidder  than  either  myself  or  the 
Shelby  Steel  Tube  Co. ;  yes. 

Mr.  YouNO.  On  these  tubes  t 

Mr.  Grey.  Yes. 

Mr.  Gardner.  Who  was  that  ? 

Mr.  Grey.  The  Pacific  Hardware  &  Steel  Co. 

Mr.  Gardner.  What  are  they?  Are  they  manufacturers  or 
dealers? 

Mr.  Grey.  Thev  are  dealers  in  San  Francisco. 

Mr.  Gardner.  With  the  same  and  no  other  sources  of  supply  that 
you  had  ? 

Mr.  Grey.  None  other  that  I  am  aware  of.  I  believe  my  credit,, 
although  somewhat  smaller  than  theirs,  is  relatively  as  good. 

The  Chairman.  Have  you  since  ascertained  what  the  department 
estimated  would  be  a  fair  price  to  i>ay  for  those  tubes  ? 

Mr.  Grey.  I  have  learned  that  information,  through  information 
furnished  by  the  Secretary  of  the  Navy,  only  as  a  total  smn  of  what 
their  estimated  cost  miffht  have  been  in  this  case.  That  estimation, 
as  I  am  informed,  was  $3,895. 

The  Chahiman.  That  is  for  the  tubes  ? 

Mr.  Grey.  For  the  two  items  of  tubes  together. 

The  CHAmMAN.  What  was  your  estimate  ? 

Mr.  Grey.  My  bid  was  $4,385. 

Mr.  Gardner.  You  say  that  information  was  furnished  by  the 
Secretary  of  the  Navy  as  the  total  estimated  value  of  the  tubes? 

Mr.  Grey.  Yes. 

The  Chairman.  I  will  say  that  that  information  was  furnished  at 
my  request. 

Mr.  Gardner.  The  Secretary  of  the  Navy  furnished  it  to  you  ? 


2792  UNIT£D  STATES  STfiBL.  €0SP0RATI0J7. 

The  Chairmav.  Yte.  Tb»t  ^ras  thoir  ertionale  aa  to  what  the 
tubes  ought  to  be  worth  st  that  tiiaa. 

Mf.  Orey,  have  you  ceulinvjed  bi(i€ting>  notwithstandiiig  Hbo&b  <£s- 
couragemediS)  sinoa  thai  time  for  N&tj  oootraets) 

Mr.  QfoiT.  I  am  not  dead  yet,  Mr*  ChairmaR.  I  eaL^rciae  the  fight 
to  continue  in  that  business  in  whieb  I  have  been  far  so  kftag*  a  tiflia, 
aikd  I  hope  to  die  in  that  business,  fiotwithstandxng  all?  the  diseounge- 
maais  whidi  I  find  from  tiiae  t<^  tioae  in  those  matterg. 

Tba  Cmaixman.  Haye  you  nade  any  otheif  bids? 

Mr;  Gitmr.  Frequently.    Coostaaifchr. 

The  Chaibman.  Is  there  any  dafletenoe  between  yonr  bids  and 
those  of  the  United  States  Steel  Corporation  i 

Mr.  Gbst.  Sometimes  they  are  h^^r  and  sometimes  thay  are 
lower. 

The  Chaieman.  Tell  us  some  of  the  instances  in  which  th^  ara 
higher  and  some  ol  the  instances  in  which  th^  are  lower.  Tett  ms 
about  that  matter. 

Mr.  Grey.  As  to  the  instances  in  which  my  bads  have  beeD  higjkar, 
necessarily  the  ccntracts  have  not  been  awarded  to  me^  aad  tkerelare 
I  am  unable  to  speak  of  those  without  some  preparation.  'BxA  m 
the  cases  where  the  Shelby  Stoel  Tube  Co.  has  bid  lawer^  it  has.  been 
to  my  interest  to  take  memoranda  ol  tliose  oecasions  far  lature  ref- 
erence and  for  future  guides 

Permit  ma  to  call  attention  to  one  bid  of  that  kind. 

Mr.  Beall.  Do  you  mean  where  the  bidfr  of  the  Shelby  Steal  Tite 
Co.  have  been  lower  than  yours,  or  where  yours  have  ben»  lower 
than  the  Shelby  Steel  Tube  Co.  ? 

Mr.  Grey.  I  speak  of  those  where  tiie  Sheiby  Steel  Tube  Qa.'s 
bids  have  been  lower  than  mine. 

Mr.  Gardner.  You  say  you  can  not  give  mnj  inft>rniati«ai  on  those 
bids  where  they  have  been  higher  than  yeursf 

Mr.  Grey.  Not  without  access  to  my  invoices. 

Mr.  Gardner.  I  think  Mr.  Beall  is  right^  and  that  you  madia  a 
slip  of  the  tongue  in  the  first  instance.  I  thmh  your  f  rst  statement 
was  that  you  could  not  give  inforn>ation  in  the  cases  where  the 
Shelby  Steel  Tube  Co.'s  bids  were  lower  than  yours,  inasmuch  as  yau 
did  not  get  the  contract. 

The  Chairman.  You  mean  you  only  know  in  cases  where  yew  gei 
the  contract? 

Mr.  Grey.  I  think  I  am  perhaps  confused^  reversing  the 
etances. 

Mr.  Gardner.  Let  us  start  it  all  ov^  agaia^ 

Mr.  Grey.  I  mean  to  say  that,  in  cases  where  the  Shetbif 
Tube  Co.'s  bids  have  been  lower  than  mine,  I  can  give  you  ene 
illustration  of  that  kind;  but  where  I  may  have  bid  lower  tifam 
the  Shelby  Steel  Tube  Co.  I  have  no  prefKiration  made  ta  give  you 
any  figures  of  that  kind. 

Mr.  Gardner.  And  yet  you  got  the-  contract  > 

Mr.  Grey.  Yes;  I  HskI  those  contracts,  filled  thems  aad  foagot  them. 

Tlie  Chair3ian.  Do  yoii  not  mean  that  it  is  only  where  yea  pot 
in  tlie  lowest  bid  that  you  got  the  contract? 

Mr.  Grey.  Yes. 

The  Chairman.  And  it  is  only  in  cases  where  you  got  the  contract 
that  you  can  speak  accurately?    Ts  not  that  truet 
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Mr.  Obbit.  No  ;  that  is  not  the  case,  Mr.  Chaunnan.  I  oan  apeak 
from  facts  and  figures  if  I  have  my  records  in  San  Francisco;  but  I 
mean  to  say  this:  That  I  have  not  come  here  prepared  to  say  nrfaat 
was  the  Shelby  Steel  Tube  Ga^  Ind  in  a  number  of  cades  where  I 
have  been  awarded  the  contract  at  lower  prices  than  theirs*  I  have 
here  only  two  illustrations  to  show  what  have  been  Ute  relative  prices 
between  me  and  them  where  their  bids  have  been  lower  than  mme. 

The  Chaibmah.  AU  right.    Let  us  have  thoee  figures. 

Mr.  Qmr.  In  tlie  latt^  part  of  October,  1911,  th^re  was  required 
for  the  repairs  of  the  torpedo  boats  at  the  Mare  Island  Navy  Vard  a 
large  quantity  of  boiler  tubes  of  the  character  which  is  supplied  to 
the  Navy  Department 

Mr.  xoiTNa.  These  are  seamless  tubes? 

Mr.  Grey.  These  are  seamless,  cold-drawn  tubea. 

Mr.  SiEQ.  Of  what  siae? 

Mr.  Gkbt.  One  and  one-eighth  inches  and  li  inches  outside  diam- 
eter by  what  is  known  as  No.  11  Birmingham  wire-gauge  thickness. 

PcnoQit  me  (x>  make  <me  remark  which  I  have  forgotten  also — ^that  the 
Navy  Department's  practice  of  requiring  boiler  tubes  to  be  furnished 
to  specificatieos  of  their  own  is  that  they  sometimes  require  the  boiler 
tidies  to  be  thicker  than  those  which  are  usually  carried  of  the  same 
dimensions  in  the  course  of  ordinary  construction.  So  that  these 
No.  11  Birmingham  wire-sauge  tubes  are  somewhat  thicker  than 
those  whkh  would  ordinarily  correspond  to  those  outside  dimensions 
in  commercial  usa^e. 

'Bids  were  invited  on  those  specifications  lor  boiler  tubes  on  or  about 
October  31,  1911.  The  total  of  my  bid  at  that  time  was  $11,062.30; 
the  Berger*.Carter  Co.,  San  Francisco,  likewise  dealers  in  San  Fran- 
cisco, $11,110.45 ;  the  United  States  Steel  Products  Co.,  San  Francisco, 
$8,867.70,  the  time  ol  delivery  in  each  case  being  required  to  be  60 
days. 

The  CsAiBif iiK.  When  was  that  contract  awarded  ? 

Mr.  Gret.  That  contract  was  awarded  to  the  United  States  Steel 
Products  Co.  ahmit  two  or  three  weeks  later,  after  it  had  been  referred 
to  the  Mare  Island  Navy  Yard  for  con^deratiott. 

The  Chairman.  What  was  the  date  of  the  award?  Was  that  in 
any  wise  lately? 

if  r.  GsET.  This  transaction  of  which  I  speak,  Mr.  Chairman,  was 
in  the  latter  part  of  October,  1911.  It  sometimes  hajppens  that  the 
awards  are  not  made  on  the  spot;  that  they  are  referred  to  some 
source  for  recommendation  before  the  award  is  made.  I  understand 
that  this  award  was  delayed  for  two  o(r  three  weeks,  but  finally  was 
made  to  the  United  States  Steel  Products  Co. 

The  Chajbman.  Has  there  been  any  reduction  in  the  price  of  tubes 
ktely* 

Mr.  Grey.  This  transaction  would  show  that  there  had  been  a  re- 
ductiim  el  about  2&  per  cent  at  this  period. 

Mr.  Gardwer.  You  mean  25  per  cent 

Mr.  Grey.  Twenty-five  per  cent  less. 


Mr.  GABDorsiL  Twenty-five  per  cent  less  than  what  t   Less  than  they 

bftd  in  190$? 
Hff*  Ghby.  Ls#s  than  any  price  of  which  I  have  any  recollection 

previous  to  thk  time* 
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Mr.  Gardner.  That  is,  for  tubes  of  the  same  specifications? 

Mr.  Orey.  Exactly  the  same. 

The  Chairman.  If  they  have  a  practical  monopoly  of  this  busi* 
neas,  how  do  you  account  for  this  drop  in  price  of  25  per  centf 

Mr.  Reed.  I)oes  the  chairman  ask  for  tne  opinion  of  the  witness 
^ts  to  the  motives  of  the  Steel  Products  Co.  ? 

The  Chairman.  I  want  to  know  what  conditions  have  produced  itt 

Mr.  Grey.  If  you  wish  iny  personal  opinion,  I  comd,  perhapSi 
repeat  what  the  president  oi  the  United  States  Steel  Corporation 
said  yesterday,  that  there  had  been  a  reduction  in  price  due  to  the 
investigations  of  this  committee. 

Mr.  1  ouNO.  I  did  not  hear  Mr.  Farrell  state  that. 

The  Chairman.  That  was  what  Mr.  Beed  said,  that  you  are  re- 
ferring  to,  I  suppoee.        *  , 

Mr.  Reed.  I  ao  not  remember  having  made  any  such  statement. 
I  am  sure  I  did  not  hear  Mr.  Farrell  make  any  sucn  statement. 

Mr.  Gardner.  I  rather  think  the  statement  referred  to  was  one 
made  bv  Mr.  Seed  that,  in  consequence  of  recent  action  in  Wa^iing- 
ton,  referring  to  the  Government's  bill  in  equity  against  the  Steel 
Corporation,  there  had  been  a  jar  to  the  system  oi  cooperation  which 
bad  been  referred  to  during  the  course  of  the  examination  of  Mr. 
Farrell. 

The  Chairman.  Yes ;  that  was  it. 

Mr.  Eeed.  That  was,  in  substance,  what  I  said  to  Mr.  Beall  yes- 
terday. 

Mr.  Beall.  And  in  regard  to  a  demoralization  in  prices,  was  it 
not? 

Mr.  Reed.  I  called  attention  to  the  fact  that  there  had  been  general 
•demoralization  in  steel  prices  since  last  May. 

Mr.  Grey.  Perhaps  I  misunderstood  the  matter. 

The  Chairman,  lou  probably  mistook  Mr.  Reed  for  the  president 
of  the  Steel  Corporation.  He  looks  as  if  he  might  be,  and  I  hope  he 
will  be  some  day.    [Laughter.] 

Mr.  Reed.  I  hope  I  never  shall  be,  Mr.  Chairman.     [Laughter.] 

Mr.  Gardner.  1  think  it  would  be  better,  Mr.  Grey,  for  you  to 
answer  in  your  own  words  and  not  refer  to  the  language  of  some- 
.body  else,  whoever  he  may  be. 

Mr.  Grey.  I  can  account  in  no  way  for  the  25  per  cent  reduction 
nt  this  time  in  the  price  of  boiler  tubes. 

Mr.  Young.  I  presume  that  the  remark  made  by  Mr.  Reed  the 
other  day  was  more  or  less  in  the  nature  of  a  joke. 

Mr.  Reed.  I  would  not  undertake  to  be  humorous  with  the  com* 
mittee,  Mr.  Young. 

The  Chairman.  Have  you  any  contracts,  prior  to  that  time,  where 
their  bid  was  lower  than  that  of  your  competitors?  If  you  have,  let 
us  have  them. 

Mr.  Grey.  I  have  no  contracts  here  which  appear  to  be  lower. 

The  Chairman.  If  you  remember  about  any  such  instances,  tell 
us  about  them. 

Mr.  Grey.  I  have  continuously  been  able  to  supply  boiler  tubes, 
however^  to  the  Government  ana  to  other  consumers  at  prices  that 
were  fair,  but  somewhat  less  than  those  which  prevail  for  boiler 
tubes  of  the  type  which  is  generally  manufactured  by  the  Shelby 
Tube  Co. 
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Mr.  BEAiiLb  Where  would  you  get  that  supply  f 

Mr.  Grey.  Mr.  Beall,  I  had  in  many  cases  to  go  a  roundabout  way 
to  get  them,  but  I  believe  that  they  came  from  the  mills  of  the  Shelby 
Steel  Tube  Co. 

Mr.  Gardner.  Is  nobody  else  making  seamless  tubes  now) 

Mr.  Grey.  It  has  been  brought  to  my  attention  as  recently  as  yes- 
terday that  I  have  a  new  source  of  supply  in  seamless  steel  tubes  of 
this  oiaracter. 

Mr.  Gardner.  How  about  the  Detroit  company? 

Mr.  Grey.  The  Detroit  company  has  not  only  declined  to  quote  me 
on  two  previous  occasions,  but  has  betrayed  my  confidence  by  for- 
warding  mv  correspondence  to  the  Shelby  Steel  Tube  Co.  after  I 
requested  that  it  should  not  be  done,  and  I  have  no  desire  to  trade 
with  them  any  more. 

Mr.  Beall.  Are  they  a  manufacturing  company  ( 

Mr.  Grey.  I  so  understand.  I  have  bought  those  tubes  from  them, 
and  I  believe  they  manufacture  them,  but  I  do  not  find  them  men- 
tioned in  this  pamphlet. 

Mr.  TouNG.  I  understood  you  to  say  earlier  in  your  examination, 
Mr.  Grey,  that  there  were  other  concerns  besides  the  Shelby  Steel 
Tube  Co.  that  made  seamless  tubes,  but  they  were  not  of  quite  so 
hiffh  ajerade.    Did  I  understand  you  correctly? 

Mr.  Grey.  I  do  not  remember  saying  that,  Mr.  Young. 

Mr.  Young.  Is  it  so  ? 

Mr.  Grey.  There  are  two  types,  generally,  of  boiler  tubes,  one 
known  as  lap  welded  and  the  other  as  seamless. 

Mr.  Young.  I  am  speaking  entirely  of  seamless  tubes. 

Mr.  Grey.  There  are  practically  no  other  manufacturers  at  this 
time  than  two  within  my  knowledge. 

Mr.  Young.  Is  there  any  difference  in  quality  between  the  tubes 
manufactured  by  these  two  ? 

Mr.  Grey.  None  whatever.    They  are  in  all. respects  the  same. 

Mr.  Young.  Let  me  see  if  I  understand  this  transaction  reduced 
to  its  lowest  terms :  In  the  first  place,  you  entered  into-  a  contract 
with  the  Navy  Department  to  furnish  them  certain  material  for 
an  agreed  price.    That  is  correct,  is  it  not? 

Mr.  Grey.  Yes. 

Mr.  Young.  You  did  not  have  this  material  in  your  possession? 
Tou  did  not  own  it  ?  But  you  relied  on  your  ability  to  go  into  the 
market  and  buy  it  and  fill  your  contract  with  the  Government  ? 

Mr.  Grey.  Yes,  sir. 

Mr.  Young.  When  vou  came  to  purchase  tubes  of  the  character 
described  in  the  specifications  you  found  that  they  could  not  be  ob- 
tained at  that  time  from  the  Shelby  Steel  Tube  Co.  ? 

Mr.  Grey.  Yes. 

Mr.  Young.  And  they  refused  to  sell  them  to  you  ? 

Mr.  Grey.  Yes. 

Mr.  Youkg.  Giving  as  a  reason  that  they  had  bid  directly  on 
them  themselves? 

Mr.  Gray.  Yes. 

Mr.  Young.  That  is  the  reason,  whether  it  was  a  good  one  or  not? 

Then  you  offered  them,  in  substance,  in  a  telegram,  to  pav  their 
prioa  if  they  would  siell  them  to  you,  so  that  you  could  furnisn  them 
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to  the  Government,  asking  if  thei^  ^ere  any  terms  on  t^hich  you 
could  agree! 

Mr.  Grey.  Yes,  Mr.  Young. 

Mr.  Young.  They  refused  to  do  that,  but  the  Govemitifeht  did 
purchase  them  at  that  price  from  the  Shelby  Steel  Tube  Co..  and 
charged  yon  up  with  the  difference  betweefi  the  price  th^y  paid  and 
the  price  of  your  bid  ? 

IMfr.  Grey.  Yes. 

Mr.  Young.  So  the  result  to  you  was  exactly  the  same  as  you  ex- 
pected when  you  wired  the  Shelby  Steel  Tube  Co.  if  there  were  some 
terms  on  which  you  could  agree? 

Mr.  Grey.  It  was  financially  the  same. 

Mr.  Young.  And  you  have  still  been  able  to  go  on,  since  that  time, 
doing  business  with  the  Navy  Department,  seuiiig  them  goocts  and, 
having  orders  accepted  and  carrying  them  Out? 

Mr.  Grey.  Yes. 

Mr.  Young.  Do  you  know  whether  at  the  time  of  this  transaction 
the  Shelbjr  Steel  Tube  Co.  was  selline  steel  tubes  of  the  character 
described  in  these  specifications  to  other  people  than  the  Govern- 
ment at  a  less  price? 

Mr.  Grey.  I  should  say  yes,  Mr.  Young. 

Mr.  Young.  I  am  askmg  for  your*  knowledge,  not  tot  what  you 
may  say. 

Mr.  Grey.  Yes. 

Mr.  Young.  To  whom  did  they  sell  them,  and  at  what  price  ? 

Mr.  Grey.  They  sold  them  to  the  public  generally. 

Mr.  Young.  I  am  asking,  now,  for  your  knowledge,  and  not  for 
your  opinion.  I  am  asking  for  what  you  know  about  it.  t>6  you 
know  of  sales  made  by  them  at  that  time  to  other  people  at  a  loirer 
price;  and  if  so,  to  whom,  and  what  were  the  circumstances! 

Mr.  Grey.  I  myself  have  bought  those  tubes. 

Mr.  Young.  I  am  talking  about  this  time ;  at  this  period. 

Mr.  Grey.  At  this  present  time? 

Mr.  Young.  No  ;  when  this  contract  was  made. 

Mr.  Gardner.  At  the  time  when  you  could  not  buy  them  yourself. 

Mr.  Young.  At  the  time  when  you  could  not  buy  them  yoursell. 

Mr.  Grey.  Seamless  steel  tubes  of  this  character  were  on  sale  at 
every  place  in  the  country. 

Mr.  Young.  Why  could  you  not  get  them  if  thefy  were  t 

Mr.  Grey.  Because  these  tubes,  according  to  this  sp^ific^afion, 
must  be  made  under  the  official  eye  of  the  inspector  appointed  by  the 
Navy  Department,  who  must  first  put  his  approval  and  stamp  upon 
them  before  they  can  be  shipped  away  from  tne  plant 

Mr.  Young.  Then  the  conditions  under  which  those^  tubes  wer^  to 
be  made  were  different  from  the  conditions  under  which  tubes  Mere 
made  ordinarily,  were  they? 

Mr.  Grey.  Yes. 

Mr.  Young.  They  had  to  meet  these  Government  specificatiODSil 

Mr.  Grey.  Yes. 

Mr.  Young.  So,  then,  if  tubes  were  sold  to  other  people,  weitetlley 
of  the  sanre  standard  and  character  and  made  according  to  the 
specifications  as  these  tubes  were  made? 

Mr.  Grey.  Excepting  as  to  thickness. 
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Mr.  "Young.  I  still  have  not  got  any  answer  to  my  question;  as  to 
whether  you  know  of  any  instances  in  which  the  Snelby  Steel  Tube 
Co.,  at  or  about  the  time  of  this  contract,  sold  to  any  other  persons, 
individuals,  corporations,  or  anybody,  tubes  of  the  same  character 
as  these  described  in  your  contract  for  a  lower  price  than  they  asked  > 
the  Government. 

Mr.  Grey.  Excepting  for  the  incident  of  inspection ;  yes. 

Mr.  Young.  That  does  not  quite  answer  my  question,  but  we  will' 
take  that. 

I  take  it  that  you  do  not  know  of  their  selling  those  under  exactly 
the  same  circumstances  because  they  were  not  inspected  in  the  same 
way.    They  had  to  pass  a  certain  inspection  for  the  Government-; 
But  to  whom  did  they  sell  those  tubes  about  this  time  at  a  lower 
price,  of  the  character  that  you  have  described,  and  at  what  price!' 

Mr.  Grey.  To  the  public  generally. 

Mr.  Young.  I  am  asking  for  some  specific  sale.    You  say  to  the 

Fnblic  generally.    That  is  evidently  a  matter  of  opinion  and  belief.' 
am  asking  for  your  knowledge  now. 

Mr.  Grey.  From  my  own  ability  to  buy  those  tubes  whenever  I' 
wanted  them. 

Mr.  Young.  Did  you  buy  them  at  that  time! 

Mr.  Grey.  Yes. 

Mr.  Young.  When  and  from  whom! 

Mr.  Grey.  From  Joseph  T.  Ryerson  &  Son.  ' 

Mr.  Young.  When  was  that  done! 

Mr.  Grey.  About  this  time,  1906. 

Mr.  Young.  1906,  if  I  recollect,  was  a  time  when  there  were  a 
good  many  changes  in  the  price  of  most  steel  products;  and  I  want 
to  get  the  date  as  clearly  as  I  can. 

Y  ou  must  see  what  I  want  to  get  at,  Mr.  Grey :  Whether  this  com- 
pany made  a  special  price  to  the  Government  higher  than  they  did 
to  anybody  else,  which  you  think  was  done  for  the  purpose  of  beating. 
you  out  of  this  contract.  I  want  to  know  whether,  at  that  time, 
they  were  charging  the  Government  an  entirely  different  price  from 
what  they  charged  to  other  people  for  similar  products  at  that  time. 

Mr.  Reed.  Of  the  same  quality  and  thickness! 

Mr.  Young.  Yes;  of  the  same  quality  and  thickness. 

Mr.  Grey.  Yes. 

Mr.  Young.  Tell  me  to  whom,  and  what  the  transaction  was,  and 
when  it  occurred: 

Mr.  Grey.  Mr.  Young,  I  find  on  sale  in  San  Francisco,  in  Chicago, 
in  the  East,  in  various  large  cities  in  the  East,  what  is  known  as 
the  commercial  standard  seamless  steel  tube,  which  can  be  bought 
at  a  much  lower  price  than  has  ever  been  charged,  within  my  recol- 
lection, for  the  same  tubes. 

Mr.  Gardner.  Is  one  standard  and  the  other  not  standard !  You 
said  "standard." 

Mr.  Grey.  I  spoke  of  standard  thickness. 

Mr.  Gardner.  Yes.  Are  the  specifications  of  the  Government 
standard  or  not  standard ! 

Mr.  Grey.  They  are  the  same  as  the  commercial  standard,  with 
90  slight  a  variation  that  it  is  not  worth  while  talking  about. 

Mr.  Young.  But  they  have  to  be  made  specially,  do  they  not  I 

17042— No.  8^-12 8 
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Mir.  Obey.  They  have  to  be  inspected  and  made  specially. 

M)r.  Young.  You  say  they  are  of  different  thiclmesses! 

Mr.  GrRBY.  Yes. 

Mr.  YouNo.  And  they  require  different  adjustments  of  the  ma- 
chinery, of  course,  to  make  them  of  different  thicknesses. 

Mr.  (jREY.  Yes. 

Mr..YouNO.  So,  as  a  matter  of  fact,  if  I  understand  you  now,  the 
Government  is  the  only  customer  for  exactly  this  kind  of  a  tube? 

Mr.  Grey.  Yes,  sir. 

Mr.  Young.  I  think  I  understand  now. 

The  Chairman.  For  that  reason  was  it  possible,  no  matter  how 
eireuitous  your  route,  to  get  these  tubes  upon  which  the  Shelby  Steel 
Tube  Co.  has  made  a  bio,  without  their  knowing  that  they  were  in- 
tended for  the  BeMiington^  and  that  they  were  ultimately  destined 
for  vou? 

Mr.  Grey.  Yes ;  it  was  possible  for  them  to  know.  That  fact  could 
not  be  hidden  from  them,  for  the  reason  that  they  were  to  be  manu- 
factured under  the  official  eye  of  the  inspector,  who  was  to  be  sent 
from  the  Navy  Department  to  dieir  worl^,  and  give  his  instructions 
for  the  tubes  to  be  identical  with  the  provisions  of  this  contract; 
identical  with  the  specifications. 

The  Chairman.  Outside  of  the  incident  of  the  inspector  being 
there  to  see  them  when  they  came  from  the  mill,  as  is  the  case  in 
inspecting  a  steel  rail,  the  character  of  the  steel  and  the  thiokaess, 
ana  the  cost  of  manufacture  were  practically  that  of  a  similar  oom- 
mercial  tube  of  a  similar  kind  ? 

Mr.  Reed.  If  the  witness  knows  the  details  of  manufaotuire. 

Mr.  Grby.  As  a  dealer,  I  say  yes. 

The  Chairman.  You  spoke  to  me,  I  believe,  of  one  contract  that 
you  got  shortly  after  this,  with  the  Government,  where  there  was 

?uite  a  difference  between  your  price  and  that  of  the  Shelby  Sted 
'ube  Co.— $4,000  or  $6,000.    I  think  you  have  that  contract  here,  if 
I  remember. 

Mr.  Gardner.  Are  you  going  on  to  another  contract,  now,  Mr. 
Chairman  ? 

The  Chairman.  Yes.  I  will  defer  it,  if  you  wish  to  go  on  with 
further  questions  in  this  immediate  connection. 

Mr.  Gardner.  I  have  q^uite  a  number  of  questions  that  I  desire 
to  ask  Mr.  Grey  in  connection  with  his  examination  so  far. 

The  Chairman.  This  is  the  only  question  that  I 'care  to  ask  him, 
and  then  I  will  turn  him  over  to  you,  if  it  is  agreeable  to  you. 

Mr.  Gardner.  All  right. 

The  Chairman.  Do  you  remember  the  contract  to  which  I  rofer, 
Mr.  Grey? 

Mr.  Grey.  Yes ;  I  remember  to  what  you  refer,  Mr.  Chairman. 

That  contract  was  an  exact  duplicate  of  items  18  and  19  of  this 
former  contract;  a  duplicate  as  to  size,  thickness,  character,  dimen- 
sions, in  every  way,  with  the  exception  that  the  contract  of  1904  was 
for  a  slightly  increased  quantity  of  tubes,  known  as  "spares."  I 
can  refer  to  the  prices  of  the  Shelby  Steel  Tube  Co.  on  that  date 
on  that  contract  to  the  Government  which  was  awarded  to  th^n. 
The  award  was  known  as  ^^  Requisition  44,  steam  engineering,'^  open- 
ing in  the  Navy  Department — ^I  do  not  know  in  what  city — ^toward 
the  end  of  1903. 
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The  Chairman.  What  was  the  price  paid,  if  you  know  ? 
^  Mr.  Grey.  The  price  at  which  the  Shelby  Steel  Tube  Co.  at  that 
time  contracted  to  furnish  the  Mare  Island  Navy  Yard  with  similar 
tubes  to  those  I  have  stated  in  this  contract  on  which  I  had  de- 
faulted was,  on  2i-inch  No.  9  Birmingham  wire  gauge,  7  feet  2 
inches  long,  $1.58  per  tube,  and  on  stay  tubes  2^  inches  outside  diam- 
eter, No.  6  Birmingham  wife  gauge,  7  feet  2  mches  long,  $8.06  per 
tube,  respectively. 

The  Chairman.  I  am  referring  to  a  contract — I  can  not  recall  the 
name  of  it— -in  which  your  bid  was  about  $5,000  and  the  bid  of  your 
next  competitor  was  something  like  $13,000. 

Mr.  Grey.  Yes. 

The  Chairman.  What  contract  was  that? 

Mr.  Grey.  That  was  a  contract  on  file  in  the  Navy  Department, 
known  as  "  8773,  Class  21,  reauisition  No.  654,  N.  S.  F.,"  for  Mare 
Island  for  the  collier  ProTnethius. 

The  Chairman.  That  is  the  contract  to  which  I  refer.  What  was 
your  bid  there? 

Mr.  Grey.  My  bid  at  that  time,  on  a  specification  of  which  I  have 
no  details,  for  furnishing  seamless  steel  tubes  to  the  Mare  Island 
Navy  Yard,  was  $5,100. 

The  Chairman.  What  was  the  other  bid  ? 

Mr.  Grey.  I  have  not  the  exact  figures,  Mr.  Chairman,  but  I  have 
the  round  figures,  made  by  the  Shelby  Steel  Tube  Co.,  or  perhaps  the 
United  Steel  Tube  Co.,  to  the  Mare  Island  Navy  Yard  on  the  speci- 
fications by  way  of  estimated  cost  at  the  time  this  proposal  was 
opened.    They  did  not  bid  as  they  were  expected  to  do. 

The  Chairman.  What  was  their  estimate? 

Mr.  Gret.  The  estimated  price  at  that  time  was  about  $18,000. 

Mr.  Beall.  What  was  the  date  of  that? 

Mr.  Grey.  The  date  of  the  opening,  Mr.  Beall,  was  March  SI, 
1908. 

Mr.  Young.  Did  you  get  that  contract? 

Mr.  Grey.  Yes. 

Mr.  Young.  And  fulfilled  it? 

Mr.  Grey.  Yes. 

The  Chairman.  Did  you  make  a  fair  profit  on  it? 

Mr.  Grey.  Do  you  wish  to  know  how  much  I  made  on  it? 

The  Chairman.  You  may  state  it. 

Mr.  Grey.  A  thousand  dollars. 

The  Chairman.  That  is  all  that  I  care  to  ask  at  this  time,  Mr. 
Gardner. 

Just  one.  more  question,  Mr.  Grey.  You  and  the  Shelby  Steel 
Tube  Co.  were  the  only  bidders  for  that  contract? 

Mr.  Reed.  He  has  just  stated,  Mr.  Chairman,  that  they  did  not  bid 

at  all. 

The  Chairman.  I  mean  you  were  the  only  parties  involved. 
Were  there  any  other  parties  seeking  that  contract  except  you  and 
the  Shelby  Steel  Tube  Co.? 

Mr.  Young.  It  does  not  appear  that  the  Shelby  Steel  Tube  Co. 
was  seeking  the  contract,  as  i  understand  it. 

Mr.  Reed.  They  did  not  make  a  bid. 

Mr.  Grey.  They  made  no  bid,  but  they  were  requested,  at  a  former 
period,  for  the  purpose  of  this  purchase,  to  furnish  an  estimate  of 
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the  cost;  and  that  is  the  sum  that  I  referred  to — the  estimated  cost 
of  about  $13,000. 

The  Chairman.  That  is  all. 

Mr.  Gardner.  Have  we  in  evidence  the  statistical  reports  of  the 
American  Iron  and  Steel  Associations! 

Mr.  Reed.  I  do  not  remember  that  they  were  introduced. 

Mr.  YouNO.  They  were  never  put  in  Evidence. 

Mr.  Gardner.  Do  the  reports  show  the  proportion  of  steel  tubes 
manufactured  in  1906  bv  the  Shelby  Steel  Tube  Co.  I 

Mr.  Danporth.  No  ;  by  the  United  States  Steel  Corporation  and 
the  outsiders. 

Mr.  Gardner.  And  by  the  outsiders? 

Mr.  Danporth.  Yes. 

Mr.  Gardner.  Where  can  I  find  that  material? 

Mr.  Danforth.  Herbert  Elnox  Smith  has  given  that  in  his  report 

Mr.  Gardner.  What  page? 

Mr.  Danforth.  Page  865. 

Mr.  Gardner.  Oh,  yes;  I  see.  According  to  the  report  of  Mr. 
Herbert  Knox  Smith,  in  1906  the  United  States  Steel  Corporation 
made  two-thirds  of  the  seamless  tubes  made  in  this  country  and 
other  corporations  made  one-third. 

You  testified  that  in  a  recent  contract,  in  October,  1911,  you  had 
bid  $11,000  on  something  or  other  and  the  Shelby  Steel  Tube  Co. 
had  bid  $8,000. 

Mr.  Grey.  Yes. 

Mr.  Gardner.  Did  you  ever  endeavor  to  ascertain  from  the  Navy 
Department  what  their  estimate  was  of  the  probable  cost  of  those 
tubes? 

Mr.  Grey.  No,  sir;  I  would  not  be  furnished  that  informatioDf 
ordinarily.  I  think  that  information  would  be  denied  me  if  I  had 
made  such  a  request. 

Mr.  Gardner.  Did  you  make  a  request  that  he  should  get  that  esti- 
mate in  the  case  of  the  tubes  where  vou  underbid  the  other  people  f 

Mr.  Grey.  I  asked  Mr.  Stanley  if  he  would  do  it,  in  order  to  con- 
firm me,  as  to  whether  my  price  was  reasonable  in  1906. 

Mr.  Gardner.  Therefore  you  do  not  know  whether  the  Navy  De- 
partment is  getting  these  tubes  much  cheaper  than  they  expected? 
Vou  only  know  that  they  got  the  tubes  under  the  contract  on  which 
vou  defaulted  at  a  much  higher  price  than  they  expected?  You 
know  that  the  Navy  Department  ultimately  paid  much  higher  than 
they  expected  in  1906? 

Mr.  Grey.  Yes,  sir ;  I  do  know  that. 

Mr.  Gardner.  But  you  have  not  ascertained  whether  they  are  now 
paying  a  much  lower  price  than  they  expected  to  pay  in  1911? 

Mr.  Grey.  Judging  by  my  own  bid,  I  should  say  they  are  purchas- 
ing tubes  now  at  a  25  per  cent  reduction  in  cost. 

Air.  Gardner.  That  is  very  evident.    But  this  is  the  point  I  want 

to  get  at : 

The  material  point  of  showing  that  the  Navy  Department  expected 
to  pay  less  in  1006  than  they  actually  had  to  pay  was  to  show  an  un- 
reasonableness in  the  figure  of  the  Shelby  Steel  Tube  Co.,  was  it  not? 

Mr.  Grey.  Yes;  it  would  have  shown  that. 

Mr.  Gardner.  If,  on  the  other  hand,  it  could  be  shown  that  Mr, 
Meyer  expected  to  pay  a  great  deal  more  in  1911  than  the  Shelby 
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Steel  Tube  Co.'8  bid  turned  out  to  be,  then  that  would  be  evidence 
carrying  out  your  line  of  thought  that  the  Shelby  Steel  Tube  Co. 
was  now  behaving  with  extreme  liberality?  If  you  are  to  gauge  the 
reasonableness  or  unreasonableness  of  a  bid  on  the  expectations  of  the 
Navy  Department,  it  would  be  equally  good  evidence  that  the  present 
bid  of  the  Shelby  Steel  Tube  Co.  was  unreasonably  low,  if  the  Navy 
Department  had.  expected  to  pay  $11,000,  we  will  say,  instead  of 
$8,000! 

Mr.  Grey.  Yes,  sir. 

Mr.  Gabdner.  but  you  have  not  ascertained  whether  that  is  so  or 
not? 

Mr.  GsBT.  I  have  not  ascertained. 

Mr.  Gardner.  I  suggest,  Mr.  Chairman,  that  it  is  a  material  point 
to  find  out  what  the  Navy  JDepartment  expected  to  pay  for  these  tubes 
in  1911. 

The  Chairman.  I  will  ask  Mr.  Grey  to  frame  a  question  in  technical 
language,  in  order  to  get  it.  My  purpose  in  ascertaining  this  informa- 
tion was  to  discover  whether  this  inability  of  Mr.  Grey  to  secure 
these  tubes  was  owing  to  a  miscalculation  or  bad  judgment  on  his 
part  as  to  what  was  the  fair  market  value  of  the  tul>es  at  the  time  he 
made  this  bid,  or  whether  it  was  due  to  an  unwillingness  to  sell  to 
him  at  a  fair  price. 

Mr.  Gardner.  Yes.  You  have  made  the  test  of  that  unreasonable- 
ness of  the  views  of  the  Secretary  of  the  Navy  at  the  time  as  to  what 
was  a  fair  market  price.  Now,  if  we  find  the  views  of  the  Secretary 
of  the  Navy  at  this  time  as  to  what  is  a  fair  market  price  far  exceed 
the  price  actually  bid  by  the  Shelby  Steel  Tube  Co.  it  would  seem  to 
be  fair  evidence  that  that  was  not  the  sole  way  to  arrive  iat  the  ques- 
tion of  what  was  or  was  not  a  fair  market  price. 

Evidently  their  bid  this  year  surprised  you,  Mr.  Grey.  You  evi- 
dently thought  that  you  were  bidding  a  fair  market  price. 

Mr.  Grey.  Yes,  sir ;  I  was. 

Mr.  Gardner.  JBut,  apparently,  there  was  somebody  who  was  will- 
ing to  sell  these  tubes  a  good  deal  cheaper  f 

Mr.  Gret.  Yes. 

Mr.  Gardner.  Since  this  time  when  you  had  your  trouble,  in  1906, 
you  have  not  been  disqualified  from  bidding  for  supplies  for  the  Navy 
Department? 

Mr.  Gret.  No,  sir. 

Mr.  Gardner.  Have  you  been  in  bad  standing  before  the  depart- 
ment ? 

Mr.  Gret.  No,  sir. 

Mr.  Gardner.  You  have  sometimes  got  contracts,  and  sometimes 
you  have  not  got  contracts,  like  everyb(Sy  else  ? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  And  sometimes  you  have  taken  contracts  away  from 
the  Shelby  Steel  Tube  Co.  and  sometimes  they  have  taken  contracts 
awav  from  you  t 

Mr.  Grey.  Yes,  sir.  * 

Mr  Gardner.  If  the  Shelby  Steel  Tube  Co.  had  entered  into  a 
conspiracy  in  1906 — ^a  conspiracy  which  was  successful — ^why  should 
not  they  have  pursued  the  same  policy  since  1906  ? 

Mr.  Grey,  They  were  free  to  do  so. 

Mr.  Gardner.  But  they  did  not  do  so  t 
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Mr.  Grey.  They  have  never  defeated  me  in  my  purpose  to  funiish 
the  Government  with  anything  I  undertook  to  furnish,  oef ore  or  since. 

Mr.  Gardner.  These  tubes  that  you  have  been  getting  since  1906, 
that  you  sold  to  the  Government,  were  made  by  whom  ? 

Mr.  Grey.  I  shall  be  obliged  to  betray  the  name  of  what  I  believe 
to  be  a  competitor  of  Uie  United  States  Steel  Corporation  at  this 
time. 

Mr. .  Gardner.  You  need  not  betray  it.  You  may  merely  say  "  a 
competitor  of  the  United  States  Steel  Corporation.'' 

Mr.  Grey.  A  competitor  of  the  United  IStates  Steel  Corporation. 

Mr.  Gardner.  Obviously,  it  is  easily  a  matter  of  record,  because,  if 
T  understand  correctly,  the  inspector  of  the  Government  goes  to  the 
i&hops  and  sees  the  tubes  actually  made? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  And  therefore  there  is  no  secret  as  to  who  made 
those  tubes,  because  the  Navy  Department  inspectors  know  whether 
they  went  to  the  Shelby  Steel  Tube  Co.  or  some  other  steel  company? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  But,  as  a  matter  of  fact,  you  have  since  1906  been 
getting  your  tubes  from  competitors  of  the  United  States  Steel  Cor- 
poration? 

Mr.  Grey.  I  believe  they  are  not  connected  with  the  corporation. 

Mr.  Gardner.  If  you  put  it  that  way,  1  shall  have  to  ask  you  the 
names. 

^r.  Grey.  I  would  have  no  objection  to  furnishing  the  names  to 
the  officers  of  the  Government,  but  in  the  presence  of  gentlemen  rep- 
resenting the  United  States  Steel  Corporation  I  think  it  would  be 
hardly  fair  to  myself  to  tell  them  where  I  am  getting  my  tubes. 

Mr.  Gardner.  I  will  not  press  the  question.  You  say  you  believe 
they  are  not  connected  with  the  United  States  Steel  Corporation. 
Do  you  know,  or  do  you  not  know,  whether  they  are  or  are  not  con- 
nected with  the  corporation? 

Mr.  Grey.  If  you  will  allow  me  to  answer  that  question  in  my  own 
language  ? 

Mr.  Gardner.  I  should  much  prefer  to  have  you  do  so. 

Mr.  Grey.  It  is  very  hard  to  tell  a  black  cat,  now,  when  you  see 
one.    I  mean  no  disrespect,  sir. 

Mr.  Gardner.  That  is  perfectly  true;  but  most  of  us  get  a  prettj 
ffood  idea  whether  it  is  nearly  white  or  nearly  black.  I  will  admit 
there  are  some  on  the  line.  Is  that  cat  nearly  white?  And  by 
"white"  I  mean  disconnected  with  the  Steel  Corporation,  and  by 
"black"  connected  with  the  Steel  Corporation — apologizing  to  Mr. 
Reed  for  placing  the  lights  and  shades  in  that  way. 

Mr.  Reed.  It  is  quite  unnecessary  to  apologize  for  that,  Mr.  Gard- 
ner.    The  witness  puts  the  color  into  that  illustration. 

Mr.  Young.  The  witness  stated  that  there  are  onlv  two  concerns 
that  make  this  kind  of  tubes.  I  do  not  think  it  can  be  very  much  of 
a  secret. 

Mr.  Gardner.  But  I  think  he  is  incorrect  in  that. 

Mr.  Grey.  Will  you  allow  me  to  put  a  hypothetical  proposition  to 
you,  Mr.  Gardner? 

Mr.  Gardner.  I  suppose  so. 

Mr.  Grey.  If  on  January  15, 1912,  only  two  weeks  ago  or  less,  you 
had  sent  a  telegram  of  135  words  covering  a  specification  of  boiler 
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tubes  for  the  Mare  Island  Navy  Yard  to  be  opened  in  San  Franeisco 
on  January  22,  and  in  that  telegram  you  had  embodied  all  the  speci- 
fications and  the  requirements  of  the  tubes  to  be  furnished,  and  you 
had  asked  a  price,  and  the  answer  to  that  telegram  came  to  you, 
giving  you  a  price ;  and  at  the  opening  of  the  bid  the  party  making 
you  that  price  made  a  price  $1  lower  m  total  than  you  mada.  Sup- 
posing that  the  total  value  represented  was  about  $15,000;  would  yon 
conclude  that  he  was  a  black  cat  or  a  white  cat? 

Mr.  Gardner.  I  should  conclude  that  somebody  had  coloring  m  his 
fur,  whether  it  was  through  complicity  in  the  Navy  Department)  « 
the  Western  Union  Telegraph  Co.'s  office  at  one  end  or  another,  or 
whether  it  was  on  the  part  of  the  bidder.  I  should  conclude  that  it 
might  be  a  coincidence,  but  that  probably  I  should  look  for  color  in 
the  fur. 

Mr.  Geby.  That  is  the  situation  to-day,  Mr.  Gardner. 

Mr.  Gabdner.  As  a  mater  of  fact,  I  ao  not  really  see  how  we  cai^ 
escape  from  asking  for  the  name.  I  do  not  want  to  press  you  for 
an  answer  as  to  the  names  of  these  people,  but  you  have  rather  im- 
plied that  you  think  they  have  some  connection  with  the  United 
btates  Steel  Corporation. 

Mr.  Grey.  I  did  not  think  so  until  yesterday ;  but  now  I  do. 

Mr.  Gardner.  Yet,  in  spite  of  this  conspiracy  which  you  think  their 
entered  into  in  1906,  there  apparently  is  no  conspiracy  now  existing! 

Mr.  Grey.  It  was  not  I  who  said  ijt  was  a  conspiracy.  It  was  the 
officer  in  the  Navy  pay  office  at  San  Francisco  who  said  it  was  an  ap- 
parent combination. 

Mr.  Gardner.  But  you  brought  a  somewhat  ex  parte  statement 
to  his  attention. 

I  am  trying  to  get  at  this  thing  from  two  points  of  view:  One 
point  of  view  is  to  whether  there  was  or  was  not  a  conspiracy, 
w^hether  the  Shelby  Steel  Co.  did  anything  improper.  The  other 
point  of  view  is  whether  the  Navy  Department  did  anything  im- 
proper.   There  are  two  quite  distinct  questions. 

I  ou  said  in  the  early  part  of  your  evidence  that  there  were  other 
parties  making  seamless  tubes  at  that  time,  but  that  they  did  not 
care  to  have  Government  inspectors  around  their  works.  You  re- 
member that  statement  in  your  testimony  ? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  Please  name  the  concerns  which  did  not  care  to  have 
Government  inspectors  around  their  worijs. 

Mr.  Grey.  The  names  of  these  concerns  are  somewhat  hard  to 
remember,  Mr.  Gardner,  but  there  was  a  concern  in  Auburn,  Pa. 

Mr.  Gardner.  What  is  its  name? 

Mr.  Grey.  I  have  a  faint  recollection  of  the  name.  I  believe  it 
was  the  Delaware  Seamless  Steel  Tube  Co. 

Mr.  Gardner.  The  Delaware  company  ?  It  was  not  the  Delaware 
Iron  Co.,  was  it  ?  ' 

Mr.  Grey.  I  do  not  know  what  connection  they  might  have. 

Mr.  Gardner.  Of  Newcastle,  Del.? 

Mr.  Grey.  I  do  not  know  whether  they  have  any  connection  with 

each  other. 

Mr.  Gardner.  Do  you  not  remember  some  of  these  firms  that  did 
not  want  Government  inspectors  around  their  works? 
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Mr.  Grey.  I  know  from  time  to  time  that  I  had  received  corre- 
Opondence,  and  that  was  the  reason  for  not  quoting  me. 
I  Mr.  Gabdneb.  But  that  might  very  well  be  given  as  a  reason.  As 
a  matter  of  fact,  when  you  received  in  your  correspondence  state- 
jnents  that  they  did  not  want  inspectors  around  their  works  did  yon 
investigate  to  see  whether,  as  a  matter  of  fact,  on  other  contracts 
ithey  had  not  been  willing  to  receive  inspectors  around  their  works! 

Mr.  Grey.  No,  sir. 
.^  Mr.  Gardner.  Is  that  generally  considered  objectionable — ^to  have 
inspectors  aroimd  the  works! 

Mr.  Grey.  Not  necessarily  objectionable. 
:    Mr.  Gardner.  But  annoymg  ? 
I    Mr.  Grey.  A  matter  of  extra  cost 

Mr.  Gardner.  Still,  there  were,  according  to  your  testimony,  other 
makers  of  seamless  tubes  at  that  time  who  did  not  want  Government 
inspectors  around  their  works  t 

Mr.  Grey.  That  was  the  reason  assigned  for  not  quoting  me  in 
many  instances. 

I  Mr.  Gardner.  Yet  we  find  that  34  per  cent  of  the  output  for  the 
United  States  in  1906  of  seamless  tubes  was,  as  a  matter  of  fact,  made 
bjT  companies  not  connected,  as  far  as  has  appeared  before  the  com- 
mittee— as  far  as  we  can  tell — with  the  United  States  Steel  Corpo- 
ration. 

Mr.  Grey.  May  I  be  allowed  to  read  from  your  record  here  some- 
thing that  would  seem  to  controvert  that  statement  ? 

Mr.  Gardner.  I  am  quoting,  of  course,  the  report  of  the  Commis- 
sioner of  Corporations. 

Mr.  Grey.  In  the  report  of  the  findings  of  your  committee 

The  Chairman.  That  pamphlet  you  have  before  you  there  is  the 
petition  of  the  Attorney  General  for  the  dissolution  of  the  corpora- 
tion.   That  is  not  the  proceedings  of  this  committee. 

Mr.  Gardner.  That  is  the  petition  of  the  Government,  which  is 
based  principally  on  this  report  of  the  Commissioner  of  Corporations. 

Mr.  Reed.  If  I  may  interrupt  for  a  moment,  only  the  percentages 
for  the  year  1901 

Mr.  Young.  I  hardly  think  a  pleading  would  be  very  much  proof 
of  anything. 

Mr.  Reed.  Newspapers  have  been  received. 

Mr.  Young.  They  nave  been  brought  in  mostly  for  opinions. 

Mr.  Gardner.  You  mean  to  controvert  the  statements  in  the  re- 
port of  the  Commissioner  of  Corporations,  do  you  not  ? 

Mr.  Grey.  I  mean  to  direct  your  attention  to  this  contradiction  of 
those  statements  by  your  committee 

Mr.  Gardner.  No,  no 

The  CiiAiR^vrAx.  By  the  Attorney  General. 

Mr.  Gardner.  This  report  of  the  Commissioner  of  Corporations 
says,  in  a  table  on  pace  365  of  his  report,  under  the  heading  "  Steel 
Corporation's  percentages  of  total  production  in  the  United  States 
of  pig  iron  and  various  steel  products,"  that  the  percentage  of  the 
Steel  Corporation  in  1901  was  79.8  and  that  of  other  manufac- 
turers 20.2. 
.  Mr.  Grey.  No,  sir.    I  find  on  page  26  quite  a  different  story- 
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The  Chairman.  The  man  who  prepared  that  petition  of  the  Qov- 
erninent  was  not  governed  by  the  report  of  the  Bureau  of  Corpo- 
rations. 

Mr.  Gabdker.  I  think  those  figures  were  taken,  in  every  instance 
that  I  have  examined,  not  as  to  certain  evidence  like  steel-plate 
agreements,  but  as  to  trade  reports.  He  took  the  figures  from  this 
report  or  the  reports  of  the  American  Iron  and  Steel  Association  or 
Institute. 

Mr.  Gbet.  One  paragraph,  on  page  26  here,  reads : 

The  Shelby  Steel  Tube  Co.:  In  1907  the  Shelby  Steel  Tube  Co.  was  Incor- 
porated under  the  Jaws  of  Pennsylvania.  It  was  a  cunsolidation  of  several 
aeamless-tube  companies.  The  combination  produced  about  90  per  cent  of  the 
entire  output  of  the  country. 

Mr.  Young.  That  is  in  1897? 

Mr.  Gbey.  Yes. 

Mr.  Gardner.  That  is  all  taken  from  this. 

Mr.  Gret.  And  this  is  taken  up  to  1900,  also. 

Mr.  Gardner.  But  we  are  talKing  about  the  year  1906.  In  1906 
the  proportions  are  66.5  for  the  United  States  Steel  Corporation  and 
36.6  for  other  corporations. 

Mr.  Reed.  Even  the  petition  on  page  23  shows  that  by  1901  the 
percentage  had  shrunk  to  82.8. 

Mr.  Gardner.  82.8  for  the  Steel  Corporation  and  17.2  for  the 
others.  Those  figures  are  taken  directly  from  this  report  of  the 
Commissioner  of  Corporations. 

Mr.  Grey.  There  was  a  disposition  on  the  part  of  many  of  those 
so-called  independent  companies  to  refer  the  question  of  seamless 
steel  tubes  for  the  Government  absolutely  to  the  Shelbv  Steel 
Tube  Co. 

Mr.  Gardner.  That  is  what  I  am  trying  to  get  at. 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  But  you  tell  me  that  that  conspiracy — if  you  call 
it  a  conspiracy — as  far  as  you  knew  and  as  far  as  your  ousiness 
showed,  md  not  exist  prior  to  1906  and  has  not  existed  since  1906? 

Mr.  Grey.  That  is  true,  sir. 

Mr.  Gardner.  Then  go  on  to  the  next  question.  You  say  you 
were  informed  by  the  representative  of  the  United  States  Steel 
Products  Co.,  or  the  United  States  Steel  Corporation,  or  the  Shelby 
Steel  Tube  Co. — I  do  not  remember  which — that  the  United  States 
Steel  Corporation  would  not  sell  you  tubes.  Who  was  that  official 
who  gave  you  that  information  ? 

Mr.  Grey.  That  information,  if  you  please,  was  given  to  me  in  the 
strictest  confidence. 

Mr.  Gardner.  But  you  have  quoted  it  in  public,  sir. 

Mr.  Grey.  I  have  quoted  it. 

Mr.  Gardner.  And  the  name  is  not  nearly  so  confidential  as  the  in- 
formation.   What  was  his  name? 

Mr.  Grey.  His  name  was  Charles  Woods,  the  former  representa- 
tive of  the  Shelby  Steel  Tube  Co.,  in  San  Francisco. 

Mr.  Gardner.  And  he  gave  you  that  information  at  that  time? 

Mr.  Grey.  I  fear  that  I  am  put  in  a  very  delicate  position  in  say- 
ing yes. 
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Mr.  GABDNzot.  You  put  yourself  in  that  position  by  quoting  what 
he  said. 

Mr.  Grey.  I  quoted  his  language,  not  his  name. 

Mr.  Gardner.  I  know;  and  that  is  much  worse.  It  leads,  in- 
evitably, to  the  question  Who  used  that  language  ?  in  order  to  verify 
its  value. 

Mr.  Gkby,  I  said  the  representative  of  the  Shelby  Steel  Tube  Co. 
told  me  that;  but  I  did  not  think  it  was  necessary  to  mention  his 
name. 

Mr.  Gardner.  I  did  not  catch  your  words  quite  in  that  way. 

It  is  hardly  worth  while  to  get  the  stenographer  to  turn  back  and 
see  exactly  what  you  did  say.  I  wrote  a  hurried  memorandum  at  the 
time. 

At  all  events,  Mr.  Charles  Woods  gave  you  this  information.  Was 
Mr.  Charles  Woods  at  that  time  the  agent  of  the  Shelby  Steel  Tube 
Co.,  in  San  Francisco,  or  wherever'  this  was? 

Mr.  Grey.  Not  at  the  time  he  gave  me  the  information,  but  at 
the  time 

Mr.  Gardner.  Wait  a  minute. 

Mr.  Grey  (continuing).  When  my  relations  with  the  Shelby  Steel 
Tube  Co.  were  severed  direct. 

Mr.  Gardner.  But  you  said  in  your  chronological  story,  that  you 
were  informed  that  the  United  States  Steel  Corporation  would  not 
sell  you  tubes.  Then  you  went  on  to  testify  to  your  next  step  in  the 
transaction.  Did  that  information  come  to  you  at  the  time,  or  did  it 
come  to  you  subsequently? 
.    Mr.  Grey.  Since  Mr.  Woods  had  left  the  employ  if  his  company. 

Mr.  Gardner.  When  did  he  leave  the  employ  of  his  company? 

Mr.  Grey.  Several  years  ago. 

Mr.  Gardner.  But  how  many  years  after  this  transaction. 

Mr.  Grey.  Quite  recently  I  received  the  information,  sir. 

Mr.  Gardner.  I  think  you  gave  it  in  a  chronological  order  very 
unfortunately  placed  in  your  story,  unless  my  notes  are  incorrect. 

Then  you  were  not  informed  at  the  time  that  the  United  States 
Steel  Corporation  would  not  sell  you  tubes,  but  you  have  been  in- 
formed, some  four  or  five  or  six  years  later,  by  a  person  no  longer  in 
the  employ  of  the  United  States  Steel  Corporation,  that  four  or  five 
or  six  years  ago  they  would  not  sell  you  tubes?    Is  that  the  fact? 

Mr.  Grey.  That  is  the  fact. 

Mr.  Gardner.  Whv  did  this  Mr.  Woods  leave  the  employ  of  tfie 
United  States  Steel  Corporation? 

Mr.  Grey.  I  could  not  say  as  to  that. 

Mr.  Gardner.  Was  it  by  his  choice  of  their  choice? 

Mr.  Grey.  I  could  not  say  as  to  that.  There  was  a  chanjje  in 
their  representative.  Mr.  Brooks  has  since  represented  them  from 
that  period  until  the  present  time. 

Mr.  Gardner.  You  sav  you  were  willing  to  give  the  Shelby  Steel 
Tube  Co.  a  high  price  tor  their  goods.  Did  you  indicate  that  you 
would  ffive  them  the  same  price  at  which  they  had  offered  to  sell 
to  the  Uovernment  ? 

Mr.  Grey.  I  did  not  submit  any  price  which  I  was  willing  to 
give.  There  was  no  limit  in  my  mind  at  that  time  as  to  what  I 
would  be  willing  to  pay. 

Mr.  Gardner.  But  you  did  not  indicate  that  in  any  way? 
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Mr.  Gret.  Except  that  my  language 

Mr-  Gardner.  It  seems  very  natural  that  the  Shelby  Steel  Tube 
Co.  would  say  to  themselves:  "We  would  rather* absorb  those  profits 
than  have  somebodyelse  absorb  the  profits."  Whereas,  if  you  had, 
in  your  desire  to  maintain  your  standing  with  the  Navy  Department^ 
offered  them  a  higher  price  than  they  had  already  offered  to  sell 
the  tubes  for  to  the  Government,  I  could  see  very  easily  that  that 
would  be  an  indication  of  malovelence  if  they  refused  to  sell  to  you. 

Mr.  Gret.  Mr.  Gardner,  I  am  convinced,  as  I  sit  in  this  chair,  that 
nothing  but  my  default  in  my  contract  with  the  Navy  Department 
was  aimed  at  in  their  continuous  refusal.. 

Mr.  Gardner.  And  yet  it  has  not  been  aimed  at  since  t 

Mr.  Grey.  No,  sir ;  not  in  the  same  way. 

Mr.  Gardner.  Is  that  such  a  very  serious  matter — a  default  at 
the  Navy  Department?  The  matter  that  was  involved  amounted 
only  to  $1,100? 

Mr.  Grey.  $1,113. 

Mr.  Gardner.  In  what  way  has  your  default  injured  you? 

Mr.  Grey.  By  my  having  paid  the  money,  and 

Mr.  Gardner.  It"  is  not  at  all  uncommon  to  cancel  items  in  a  bid, 
is  it? 

Mr.  Grey.  It  is  not  uncommon  to  buy  for  the  account  of  the  con- 
tractor. 

Mr.  Gardner.  Without  prejudice? 

Mr.  Grey.  Without  prejudice  if  he  pays  the  difference. 

Mr.  Gardner.  As  you  did? 

Mr.  Grey.  Yes, 

Mr.  Gardner.  As  I  understand  it,  you  got  the  rest  of  your  con- 
tracts? 

Mr.  Grey.  Yes. 

Mr.  Gardner.  What  worse  could  have  happened  except  to  have 
the  Navv  Department  purchase  those  tubes  at  jour  expense  and  at  a 
loss  of  $1,100  to  you? 

Mr.  Grey.  Nothing  worse;  provided  my  standing  at  the  Navy 
Department  was  not  injured. 

Mr.  Gardner.  And  it  was  not? 

Mr.  Grey.  It  was  not. 

Mr.  Gardner.  May  tubes  be  tested  and  inspected  after  manufac- 
ture? 

Mr.  Grey.  Not  under*  the  Navy  Department  specifications,  unless 
the  inspection  is  specifically  waived  at  the  place  of  manufacture  in 
the  contract. 

Mr.  Gardner.  Does  not  the  Navy  Department  buy  material  and 
test  it  after  it  has  been  manufactured? 

Mr.  Grey.  -It  does,  sir. 

Mr.  Gardner.  Would  it  not  have  been  possible  for  you  to  go  to 
some  of  these  sellers  of  steel  tubes  wh^m  vou  say  haa  these  tubes 
for  sale  all  over  the  country  and  if  you  could  have  found  tubes  that 
met  the  Navy  specifications,  as  you  say,  what  would  have  been  the 
objeeti(Hi  to  your  buying  them  and  aslang  the  Navy  Department  to 
test  them  ? 

Mr.  Ghey.  Because  the  terms  of  the  contract  of  which  I  speak,  in 
1906,  required  me  to  have  them  inspected  at  the  place  of  manuiac- 
tffre. 
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Mr.  Gardner.  Did  you  make  any  attempt  to  have  that  Tequiremeiit 
waived  ?    I  understand  it  is  auite  often  waived. 

Mr.  Grey.  I  made  no  sucn  attempt.  I  did  not  think  of  it.  I 
wish  I  had. 

Mr.  Gardner.  Is  it  not  a  fact  that  you  could  not  have  got,  in  the 
open  market,  tubes  which  would  meet  the  specifications  required  by 
the  Navy  Department? 

Mr.  Grey.  On  reflection,  yes.  I  find  these  tubes  are  2  gauges 
thicker  than  the  standard,  or  maybe  8  gauges  thicker. 

Mr.  Gardner.  You  see  that  rather  conflicts  with  the  testimony 
that  vou  cave  to  Mr.  Young,  to  the  effect  that  these  tubes  could  b!e 
bought  alfover  the  country,  exactly  the  same  thing,  at  a  lesser  market 
price? 

Mr.  Grey.  Except  as  to  thickness. 

Mr.  Gardner.  Apparently  they  are  not  standard  and  could  not 
have  been  bought. 

Mr.  Grey.  Except  as  to  thickness. 

Mr.  Gardner.  But  everybody  Imows  the  difference  between-  the 
cost  of  a  standard  article  and  an  article  that  is  not  standard.  If  I 
have  to  have  a  lock  fitted  to  an  old  door  I  can  not  buy  it.  I  have  to 
have  it  made,  and  it  costs  me  much  more  than  a  new  lock. 

Does  not  the  Navy  Department  ever  buy  seamless  tubes  made  else- 
where than  by  the  Shelby  Steel  Tube  Co.  ? 

Mr.  Grey.  Yes.  It  sometimes  buys  the  tubes  of  which  you  have 
just  spoken,  the  commercial  standard  tubes. 

Mr.  Gardner.  Do  they  not  buy  tubes  that  originate  in  some  other 
concern  that  is  not  a  constituent  part  of  the  United  States  Steel 
Corporation  or  do  they  all  originate  with  the  United  States  Steel 
Corporation  ? 

Mr.  Grey.  I  do  not  know  where  my  competitors  buy  their  boiler 
tubes  or  whether 

Mr.  Gardner.  The  Navy  Department  must  know? 

Mr.  Grey.  Yes. 

Mr.  Gardner.  They  can  not  have  inspectors  going  to  these  fac- 
tories without  knowing  to  whom  the  factories  belong,  can  they? 

Mr.  Grey.  No,  sir. 

Mr.  Gardner.  Then  if  it  were  to  appear  that  the  Navy  Depart- 
ment previously  bought  tubes  which  their  inspectors  inspected  in 
the  course  of  production  in  factories  not  belonging  to  the  United 
States  Steel  Corporation,  you  would  admit  that  you  are  mistaken  in 
saying  that  the  Shelby  Steel  Tube  Co.  had  the  entire  grip  on  the 
business,  would  you  ? 

Mr.  Grey.  When  those  tubes  are  to  be  inspected  at  the  place  of 
manufacture,  they  seem  to  have  the  entire  grip  on  the  situation. 

Mr.  Gardner.  That  is  to  say,  the  Navy  Department,  whenever  it 
inspects  the  manufacture  of  steel  tubes,  always  does  so  at  the  Shelby 
Steel  Tube  Co.'s  plant.    Is  that  it,  or  do  you  know  anything  about  it  ? 

Mr.  Grey.  I  know  about  the  conditions  of  the  Navy  Department 
business  with  reference  to  Mare  Island  and  San  Francisco,  the  local- 
ity in  which  I  live  and  have  done  my  business.  I  can  not  speak  of 
the  Navy  Department  business  all  over  the  country  at  the  various 
navy  yards. 

Mr.  Gardner.  In  the  first  place,  I  want  to  know  whether  the  Shelby 
Steel  Tube  Co.  has  this  grip  and  did  enter  into  a  conspiracy  against 
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you  in  1906 ;  and  in  the  next  place,  whether  the  Navy  Department  did 
right  in  rejecting  your  statement  and  enforcing  the  forieiture  clause 
in  that  $1400  matter.  If  you  are  correct  in  your  evidence,  then,  on 
demand  of  the  Secretary  of  the  Navy,  it  will  appear  that  tneir 
inspectors  have  never  inspected — ^I  will  not  say  never,  but  say  in  the 
last  10  years ;  practically  never,  if  you  choose — ^inspected  these  tubes 
in  course  of  manufacture  at  plants  other  than  those  of  the  United 
States  Steel  Corporation. 

Mr.  Grey.  It  might  so  appear,  but  there  may  have  been  isolated 
cases  where  it  was  otherwise. 

Mr.  Gabdker.  Isolated  cases  would  be  only  the  exceptions  to  prove 
the  rule. 

Mr.  Grey.  Yes. 

Mr.  Gardner.  As  a  matter  of  fact,  considering  the  output  of  the 
Shelby  Steel  Tube  Co.  as  compared  with  the  output  of  other  mills 
who  are  in  condition  to  make  these  United  States  standard  tubes, 
you  would  expect  to  find  that  the  Shelby  Steel  Tube  Co.  had  gotten 
more  than  their  proportional  share  of  contracts,  would  you  ? 

Mr.  Grey.  Absolutely. 

Mr.  Gardner.  Has  that  been  done  by  the  complicity  of  the  Navy 
Department  in  rejecting  the  lowest  bid  and  giving  preference  to  the 
higner  one,  or  have  the  Shelby  Steel  Tube  Co.  gotten  these  contracts 
because  they  made  the  lowest  bids? 

Mr.  Grey.  Because  they  made  the  lowest  bids  in  conformity  with 
the  requirements  as  to  time  of  delivery  and,  in  every  sense  of  the 
word,  in  conformity  with  the  invitation  for  proposals. 

Mr.  Gardner.  Would  you  suggest  that  the  Grovemment  ought  to 
reject  the  bids  of  the  Shelby  Steel  Tube  Co.  if  they  are  the  lowest ! 

Mr.  Grey.  No,  sir. 

Mr.  Gardner.  To  come  to  the  question  of  the  propriety  or  hon-* 
esty  of  the  action  of  the  Navy  Department.  In  the  first  place,  I  want 
this  perfectly  clear  in  my  mind :  Do  you  think  that  the  Navy  Depart- 
ment admitted  the  original  bid  of  the  Shelby  Steel  Tube  Co.  too 
late?  You  say  it  was  handed  in  here  at  the  Navy  Department  and 
yours  was  handed  in  at  San  Francisco.  Is  there  a  lurking  suspicion 
m  your  mind  that  all  was  not  right  and  straight? 

Ml*.  Grey.  None,  whatever. 

Mr.  Gardner.  I  did  not  gather  that,  but  I  wanted  to  be  clear 
about  it. 

Mr.  Grey.  Not  the  slightest. 

Mr.  Gardner.  You  say  you  took  this  matter  up  with  your  corre- 

S^ondent  in  Washington,  and  that  he  gave  you  certain  information, 
o  you  remember  what  information  you  said  your  correspondent 
in  Washington  gave  you  ? 

Mr.  Grey.  He  gave  me  the  price  of  the  Shelby  Steel  Tube  Co.  for 
items  18  and  19  of  this  contract. 

Mr.  Gardner.  Was  that  the  only  information  he  gave  you? 

Mr.  Grey.  That  is  all  I  asked  for. 

Mr.  Gardner.  Was  this  Mr.  Patrick  H.  Loughran  your  correspond- 
ent in  Washington? 

Mr.  Grey.  No,  sir;  that  was  the  United  States  Government 
Advertiser. 

Mr.  Gardner.  You  said  you  had  some  correspondent  in  Wash- 
ington? 
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Mr.  Grey.  That  is  the  correspondent  I  have  referred  to — the 
United  States  Government  Advertiser,  Washington  Post  Building, 
tills  city. 

Mr.  Gardner.  ![s  he  a  Government  official? 

Mr.  Grey.  No,  sir. 

Mr.  Gardner.  Who  is  he?    What  is  his  name? 

Mr.  Grey.  It  is  the  publication  which  seems  to  contain  all  the 
information  about  Government  bids  and  Government  proposals  and 
their  awards;  a  privileged  publication  which  has  access  to  the  open- 
ing and  the  result  of  the  bids  all  over  the  country. 

Mr.  Gardner.  Is  it  an  official  publication  of  some  sort? 

Mr.  Grey.  I  take  it  that  it  is  not.    Its  name  might  indicate  it. 

Mr.  Gardner.  Did  you  pay  them  for  that  information? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  Y  ou  did  pay  them  for  that  information  ? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  To  whom  did  you  pay,  and  what  was  the  amoujnt ! 
Who  was  the  man  who  got  the  information  first — what  is  his  namet 

Mr.  Grey.  It  was  gotten  in  the  name  of  the  publication,  without 
«ny  personal  name,  as  I  remember  it. 

Mr.  Gari>ner.  Who  was  the  ixidividvial  who  got  the  inforination, 
and  how  did  he  get  it  ? 

Mr.  Grey.  He  went  to  the  Navy  Depaf  taieat  records  in  the  Wash* 
ington  Navy  pay  office. 

Mr.  Gardner.  Was  tbart  t)ie  way  he  got  all  the  information  with 
which  he  supplied  you? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  Why  did  you  not  address  the  Navy  Depa,rtQiieiit 
yourself?  If  he  was  entitled  to  that  information,  why  were  not  you 
entitled  to  it? 

Mr.  Grey.  I  presume  I  would  have  been. 

Mr.  Gardner.  How  much  did  y/ou  pay  him. 

Mr.  Grey.  $5. 

Mr.  Gardner.  That  is  reasonable.  What  I  want  to  get  at  is 
whether  there  was  a  leak  of  some  sort  in  the  Navy  Department  or 
whether  this  was  a  perfectly  op>en  transaotion. 

Mr.  Bartlett.  T  found  out  in  the  course  of  a  recent  transaction 
that  there  are  concerns  here  whose  business  it  is  to  represent  people 
who  make  bids,  to  keep  them  posted  as  to  whether  their  bids  am 
in  time,  whether  they  nave  been  accepted  or  rejected,  and  so  on. 

Mr.  Gardner.  I  quite  understand.     I  have  noticed  that 

Mr.  Bartlett.  I  suppose  that  is  one  of  the  kind  of  concerns 
ferred  to  by  this  witness. 

Mr.  Gardner.  Very  often  it  is  the  case  that  that  is  either  a  lawyer 
or  somebody  who  was  formerly  an  emplovee  in  one  of  the  depart- 
ments, and  who  studied  law  in  the  nijrbt  school 

Mr.  Bartlett.  The  case  I  was  referring  to  was  that  of  a  man  vv-ho 
bid  upon  a  mail  contract,  and  they  said  other  bids  had  been  sent  in 
and 


Mr.  Gardner.  I  am  satisfied  with  the  answer  of  the  witness, 
matter  of  fact.  I  am  awnre,  however,  that  there  are  a  good  niAny 
lawyers  in  Washington  who  make  a  specialty  of  these  matters  fm<l 
get  information  to  which  the  public  is  not  entitled,  owing  to  the  €iict 
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that  they  previously  have  been  employed  in  these  departments,  and 
then  study  law  in  the  night  schools  with  the  view  of  taking  up  this 
particular  line  of  business.  This  is  evidently  not  a  case  of  that  kind, 
and  I  am  satisfied  with  the  answer  of  the  witness. 

Mr.  Bartlett.  I  just  happened  to  find  out  about  the  matter  I  was 
referring  to  in  the  last  few  days. 

Mr.  Gardner.  Mr.  Grey,  I  do  not  remember  whether  vou  used  the 
word  ^^  unusual,"  but  you  said  that  it  was  "  informal "  to  bid  on  single 
items.    Just  what  dicf  you  mean  bj  that? 

Mr.  Grey.  There  is  no  restriction  on  the  part  of  anyone  desiring 
to  bid  which  compels  them  to  bid  on  all  or  none  of  the  items. 

Mr.  Gardner.  I  supposed  it  was  one  of  the  commonest  tilings  in 
the  world  for  a  man  not  to  bid  on  all  the  items  of  the  contract. 

Mr.  Grey.  Sometimes. 

Mr.  Gardner.  What  did  you  mean  by  saying  that  it  was  informal 
for  the  Shelby  Steel  Tube  Co.  to  bid  on  just  the  tubes  aobd  not  on  the 
rest  of  the  articles  contained  in  that  proposal?  Did  you  mean  that 
it  was  improper  for  the  Navy  Depairtmeat  to  take  a  bid  on  two  items 
only  ? 

Mr.  Grey.  That  it  was  not  according  to  their  usual  practice.  That 
is  what  I  meant  to  say. 

Mr.  Gardner.  Elucidate  that  I  had  supposed  that,  as  a  -matter 
of  fact,  it  was  the  practice  of  the  departments  here.  Suppose  a  mux 
does  not  care  to  bid  on  everything  contained  in  a  proposal,  but  they 
find  that  he  will  bid  a  verjjr  muoh  lower  price  on  certain  constituent 

FLrts  or  for  a  certain  series  of  items  than  somebody  else  will  bid. 
had  supposed  that  where  the  Government  advertised  for  a  number 
of  different  articles  it  was  cHstomary  to  submit  bids  for  any  one 
or  more  of  the  articles.    Am  I  incorrect  in  that? 

Mr.  Grey.  You  are  correct.  It  is  cuBtomary  to  submit  partial 
bids  and  to  make  partial  awards  at  the  present  time.  At  the  time  of 
which  I  speak,  however,  I  believe  it  was  th^  rule  and  regulation  of 
the  Navy  Department  not  to  accept  any  informal  bid  or,  in  other 
words,  any  partial  bids. 

Mr.  Gardner.  As  a  matter  of  fact,  have  you  looked  that  up  to  find 
whether  in  1906 — ^and  my  knowledge  is  scarcely  more  recent  than 
1906— the  practice  was  as  you  have  indicated?  That  surprises  me 
very  much,  to  say  that  it  was  not  the  custom  of  the  Navy  Depart- 
ment to  receive  bids  on  all  items  or  on  separate  items.  I  had  sup- 
pcKsed  that  the  practice  in  all  of  the  Government  departments  was  to 
receive  bids  on  any  of  the  items.  It  would  seem  to  be  bad  business 
policy  if  they  adopted  any  other  plan. 

Mr.  Grey.  As  I  said,  there  is  no  restriction  upon  a  bidder  offoring 
bids  upon  any  portion  of  the  articles  that  he  chooses.  But  it  was 
done  at  the  risk  of  his  proposal  being  considered  informal  under 
the  practice  at  that  time. 

Mr.  Gardner.  Your  evidence  rather  implied,  or  at  least  I  under- 
stood it  to  imply,  that  there  was  some  informality  in  the  Navy 
Department's  admitting  the  Shelby  Steel  Tube  Co.'s  bid.    Th€  im- 

Eression  left  on  my  mind  was  that  you  thought  that  there  was  some 
ttle  hugger-mugger  business  there. 
Mr.  Grey.  Not  in  the  least 

Mr.  Gardner.  You  absolve  the  Navy  Department  of  any  impro- 
priety in  the  matter? 
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Mr.  Grey.  Absolutely.  Not  by  any  word  or  thought  or  innuendo 
did  I  intend  anything  else. 

Mr.  Gardker.  Did  you  ever  so  to  the  Navy  Department,  or  have 
your  representative  go  to  the  Navy  Department,  and  get  them  to 
state  in  writing,  either  through  your  uongressman  or  Senator  or 
anybody  else,  what  their  reasons  were  for  insisting  on  your  payment 
of  this  $1,100  and  why  it  was  that  they  did  not  see  things  in  your 
light?  Did  you  have  any  explanation  of  that  from  the  Navy  De- 
partment? 

Mr.  Gret.  I  have  never  taken  any  steps  except  those  which  I  have 
taken  through  my  attorney  recentfy. 

Mr.  Gardner.  That  is,  Mr.  Loughran? 

Mr.  Gret.  I  appealed  for  a  renmd  of  that  money  direct  to  the 
Navy  Department. 

Mr.  Gardner.  And  they  have  never  given  any  reason  for  their 
action  in  denying  your  prayer? 

Mr.  Grey.  Yes;  they  have. 

Mr.  Gardner.  What  are  the  reasons  they  give? 

Mr.  Grey.  This  is  a  letter  from  Secretary  of  the  Navy  Metcalf, 
October  1,  1907. 

Mr.  Young.  He  was  a  Califomian,  I  believe. 

Mr.  Grey.  I  had  interviewed  him  in  relation  to  his  visit  to  Oak- 
land at  the  time. 

Mr.  Bartlett.  He  was  formerly  a  Congressman  from  California. 

Mr.  Gardner.  Let  us  hear  the  letter  from  him. 

Mr.  Grey.  It  is  addressed  to  me  in  Oakland,  under  date  of  Octo- 
ber 1,  1907. 

Mr.  Gardner.  It  is  official,  however? 

Mr.  Grey.  It  is  official ;  yes.    The  reference  number  is  28269-2. 

Mr.  Gardner.  And  it  is  dated  October  1,  1907? 

Mr.  Grey.  Yes.     [Reading:] 

Sib:  Replying  to  your  letter  of  the  12th  ultiiuo,  requesting  that  the  action 
of  the  department  in  charging  against  your  account  the  sum  of  $1,113,  the  dif- 
ference between  the  price  named  in  your  contract  for  boiler  tubes  on  requisi* 
tlon  No.  6,  Bureau  of  Steam  Engineering,  navy  yard.  Mare  Island,  Gal.,  and 
the  price  paid  by  the  department  to  the  Shelby  Steel  Tube  Co.,  by  whom  said 
tubes  were  furnished,  you  are  informed  that  the  department  has  carefully 
examined  the  previous  correspondence  In  this  case  and  finds  that  the  Paymaster 
General  of  the  Navy,  in  his  report  of  January  30,  1907,  stated  as  follows: 

"It  would  appear  that  Mr.  Grey  gave  his  bid  without  previous  consul taticm 
with  any  of  the  tube  companies  and  based  his  prices  upon  a  previous  order  to 
the  Shelby  Steel  Tube  Co.  in  1903 — that  Is,  three  years  before  the  bid  in  ques- 
tion— and  when  he  came  to  fill  his  contract  he  could  get  no  firm  to  quote  blm 
price,  and  to  that  extent  he  would  seem  to  have  been  careless  and  to  be 
responsible  for  his  act,  though  it  is  probably  true  that  a  bid  t>elng  asked  from 
the  SlK'Hiy  Steel  Tube  Co.  by  the  pay  office  at  Washin^on,  he  could  secure  no 
quotations." 

I  want  to  say  right  there,  gentlemen,  that- 


Mr.  Gardner.  I  suggest,  if  we  are  to  put  this  entire  letter  in  the 
record,  which  I  would  rather  have  done,  it  would  be  better  for  you 
not  to  intersperse  comments. 

I  ask,  Mr.  Chairman,  that  the  entire  letter  be  admitted  in  the 
record. 

The  Chaibman.  Very  well.    That  will  be  done. 
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Mr.  Grey.  I  will  read  that  last  clause  again : 

though  it  is  probably  true  that  a  bid  being  asked  from  tlie  Shelby  Steel  Tube 
Co.  by  the  pay  office  at  Washington,  he  could  secure  no  quotations. 

Mr.  Gardner.  The  pay  officer  could  secure  no  quotations? 
Mr.  Young.  No ;  Mr.  Grey  could  secure  no  quotations. 
Mr.  Grey.  That  I  could  secure  no  quotations,  Mr.  Gardner. 
Mr.  Gardner.  Read  the  paragraph  again. 
Mr.  Grey  (reading) : 

It  would  ai)ponr  that  Mr.  Grey  gave  his  bid  without  previous  consultation 
with  any  of  the  tube  companies,  and  based  his  prices  uik)u  a  previous  order  to 
the  Shelby  Steel  Tube  Co.,  in  1903 ;  that  is,  three  years  before  the  bid  in  ques- 
tion, and  when  he  came  to  fill  his  contract,  he  could  get  no  firm  to  quote  him 
price,  and,  to  that  extent,  he  would  seem  to  have  been  careless  and  .to  be 
responsible  for  his  acts,  though  it  is  probably  true  that  a  bia  being  aslced 
from  the  Shelby  Steel  Tube  Co,  by  the  pay  office  at  Washington  he  could  secure 
DO  quotations. 

Mr.  Gardner.  That  bid  being  asked  by  the  pay  officer  in  Wash- 
ington?    I  do  not  understand  what  that  means. 

Mr.  Grey.  This  bid  having  been  opened  simultaneously  in  San 
Francisco  and  Washington,  without  my  knowledge. 

Mr.  Gardner.  I  see. 

Mr.  Grey.  And  it  seems  that  I  put  my  foot  in  it  when  I  bid,  in 
San  Francisco,  in  competition  with  the  Shelby  Steel  Tube  Co.,  in 
Washington;  and,  by  reason  of  that  fact,  the  Secretary  seems  to 
deduce  that  I  had  put  myself  in  a  position  of  danger  to  some  extent. 

Mr.  Young.  I  do  not  tliink  that  is  a  fair  inference  from  this  letter 
at  all. 

Mr.  Gardner.  What  does  it  mean  by  saying  a  bid  being  asked  of 
the  l^elby  Steel  Tube  Co.  by  the  pay  officer  in  Washington  ? 

Mr.  Grey  (reading) : 

though  it  is  i>robably  true  that  a  bid  being  asked  from  the  Shelby  Steel  Tube 
Oo.,  by  the  pay  office  at  Washington,  he  could  secure  no  quotations. 

Mr.  Gardner.  Because  the  pay  officer  could  secure  no  quotations? 

Mr.  Grey.  No  ;  because  I  could  secure  no  quotations,  in  my  efforts 
to  buy  these  tubes,  rather  than  have  them  bought  for  my  account. 

Mr.  Reed.  May  I  interject  what  seems  to  be  the  explanation? 

Mr.  Gardner.  I  should  be  very  glad  to  have  anybody  interject 
anything  to  clear  the  sentence  up. 

Mr.  Young.  It  seems  to  me  it  is  perfectly  obvious  what  that  means. 
It  now  appears  for  the  first  time  that  the  Navy  Department  had 
actaallv  assed  the  Shelby  Steel  Tube  Co,  to  bid,  just  as  they  had 
asked  him  to  bid :  not  that  they  had  made  an  application  to  them 
in  a  general  publication,  but  an  application  to  them  to  bid;  and 
that  having  bid  it  is  probably  true,  the  Secretary  says,  that  they 
would  not  give  a  figure  to  Mr.Grey.  That  is  what  he  means  to  say, 
I  think. 

Mr.  Gardner.    Is  that  the  understanding? 

Mr.  Grey.  That  is  the  situation. 

I  continue  to  read  from  the  letter: 

I  flnd  on  further  examination  that  on  July  25,  1906>  the  paj'  office  in  this 
city  did  secure  a  hid  from  th^  Shelby  Steel  Tube  Ck).,  which  is  Identical  with 
their  later  bid,  and  on  which  the  contract  was  awarded  them. 

The  bureau  has  made  inquiries  concerning  Mr.  Grey  and  finds  that  he  is 
a  ''middleman,"  eeUing  to  the  Government  entirely  on  commission,  with  little 
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or  no  capital  and  no  indei)eodent  business  of  liis  own,  and  that  this  Is  not  the 
first  time  that  he  has  been  caught  in  transactions  similar  to  the  one  de- 
scribed, and  in  this  case  he  is  clearly  a  victim  of  his  own  carelessness. 

In  view  of  the  foregoing  report,  and  of  the  fact  that  your  letter  contains 
no  evidence  that  it  was  not  before  the  department  at  the  time  the  Bureau  of 
Supplies  and  Accounts  was  directed  to  charge  the  amount  in  question  against 
your  account,  it  can.  see  no  reason  for  reversing  its  original  action  in  this 
matter. 

Very  respectfully,  Y.  H.  Metcalf,  Secretary. 

Mr.  Gardner.  Did  you  call  that  letter  to  the  attention  of  the 
chairman  before  you  testified? 

Mr.  Grey.  This  correspondence  has  been  in  the  hands  of  my  at- 
torney for  some  months,  and  I  do  not  know  whether  Mr.  Stanley 
has  seen  that  letter  or  not. 

The  Chairman.  That  letter,  as  far  as  that  is  concerned,  has 
never  been  read  by  me.  I  do  not  know  what  the  chairman  has  to  do 
with  it.  However,  if  I  had  read  that  letter,  knowing  what  I  do  of 
Mr.  Grey  and  from  his  own  statements,  I  would  have  paid  very 
little  attention  to  it.  The  only  thing  it  shows  is  that  Mr.  Metcalf 
did  not  know  a  thing  about  Mr.  Grey  or  his  standing  or  his  business. 

Mr.  Gardner.  The  reason  I  asked  the  question  is  that  I  hit  that 
letter  by  a  shot  at  random.  I  landed  that  bird  by  a  random  shot, 
and  I  wondered  whether  the  witness  had  told  that  story  to  the 
chairman.    That  is  why  I  asked. 

Mr.  LouoHRAN.  I  want  to  interrupt  on  behalf  of  Mr.  Grey,  if  I 
may  be  permitted  by  the  chairman,  to  say  that  it  is  not  necessary 
for  Mr.  Gardner  to  fire  at  random,  or  to  make  emy  chance  shot,  or 
anything  of  that  kind  in  order  to  elicit  information  in  this  case. 
The  entire  file  of  correspondence  was  copied  by  the  Department  of 
Justice,  and  the  whole  matter  is  in  the  hands  of  the  Vjovernmont. 
If  Mr.  Gardner  or  any  other  member  of  this  committee  wants  to 
have  this  file  in  his  hands  he  can  ask  the  Department  of  Justice 
for  it,  or  I  shall  be  dad  to  have  him  examine  it. 

Mr.  GARDNEit.  I  think  we  had  better  ask  the  witness 

The  Chairman.  I  will  say  this:  I  do  not  understand  the  nature 
of  these  questions.  The  chair  is  not  touchy  or  sensitive  at  all,  and 
he  is  usually  very  patient.  The  chairman  of  this  committee  works 
many  hours  of  every  day  of  every  week,  and  devotes  every  moment 
that  he  can  spare  to  giving  attention  to  the  evidence  to  be  intro- 
duced before  the  committee. 

The  chairman  talked  with  Mr.  Grey  about  this  matter  for  some 
time — for  several  hours.  The  only  night  the  chairman  had  to  spare 
was  Sunday  night,  and  he  went  over  the  matter  with  Mr.  Grey  for 
several  hours.  Neither  with  this  witness  nor  with  any^  other  wit- 
ness has  the  chairman  ever  attempted  to  suppress  or  withhold  an\ 
evidence  the  witness  had. 

Mr.  Gardner.  Bless  my  soul,  Mr.  Chairman,  there  is  nobody  in 
the  world  who  will  acknowledge  that  more  quickly  than  myself: 
and  as  for  making  a  reflection  on  yon,  such  an  idea  had  not  entered 
my  head  or  my  question. 

The  Chairman.  I  misconstrued  it,  then. 

Mr.  Gardner.  My  question  was  put  for  the  purpose  of  ascertain- 
ing whether  the  witness  had  been  entirely  frank.  That  was  the  pur- 
pose of  my  question.  That  letter,  it  seemed  to  me,  ought  to  have  been 
called  to  your  attention  directly.     This  hearing  has  teen  going  on 
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for  three  hours,  and  as  to  that  very  material  thing,  so  far  as  I  can 
judge,  Mr.  Loughran,  there  was  no  intention  of  calling  it  to  the  at- 
tention of  the  committee. 

Mr.  Loughran.  On  the^contrary,  all  of  the  papers  were  here,  with 
the  intention  on  our  part  to  submit  any  or  all  of  them  in  evidence  at 
the  request  of  any  member  of  this  committee,  with  the  understanding 
that  they  could  be  withdrawn  bj^  me,  if  necessary,  in  connection  with 
further  proceedings  in  the  matter. 

The  Chairman.  I  do  not  see  any  reason  why  Mr.  Grey  should 
bring  here  a  letter  that  he  hoped  not  to  have  to  read.  It  would  have 
been  easy,  if  he  wanted  to  conceal  the  contents  of  that  letter,  to  have 
left  the  letter  in  San  Francisco. 

Mr.  Gardner.  Mr.  Loughran  has  just  pointed  out  that  the  letter  is 
on  file.  He  could  not  have  left  it  in  San  Francisco,  according  to  his 
t^atiHUMiy,  because  the  papers  have  been  in  the  possession  of  his 
counsel — unless  Mr.  Loughran  is  a  San  Francisco  man.  I  do  not 
know. 

The  Chairman.  He  could  have  left  it  in  the  office  of  his  counsel. 

Mr.  Loughran.  Let  me  make  this  clear : 

The  Chairman.  It  is  not  the  duty  of  the  chairman  to  defend  the 
witness,  but  since  you  have  asked  about  this  matter,  since  I  conferred 
with  Mr.  Grey  before  putting  him  on  the  stand,  I  have  found,  both 
on  the  stand  and  off  of  it,  a  perfect  willinmess  on  the  part  of  Mr. 
Grey  to  give  the  chairman  any  information  that  he  had,  and  the  same 
disposition  on  the  part  of  his  attorney.  His  attorney  advised  me  be- 
fore the  witness  came  on  the  stand  that  all  of  the  papers  they  had 
were  there  and  available  for  my  inspection.  I  had  no  time  to  go 
throujgh  the  vast  file  of  papers.  I  do  not  believe  anybody  is  making 
an  enort  to  conceal  anything. 

Mr.  Grey.  May  I  be  permitted  to  speak  a  word  for  myself,  Mr. 
Chairman. 

The  Chairman.  Certainly. 

Mr.  Grey.  I  seem  to  be  in  a  false  position  here.  I  did  not  come  to 
Washington  at  your  behest  to  offer  any  plea  for  the  return  of  this 
penalty  to  me.  I  am  here  to  give  you  any  information  which  I  have 
concerning  the  prices  of  tubes 

The  Chairman.  You  are  not  a  voluntary  witness.  I  heard  about 
thi^  matter,  and  went  to  see  Mr.  Grey's  attorney,  "and  wired  him  to 
come  here,  and  notified  him  that  he  would  be  served  with  a  subpcena 
if  he  did  not. 

Mr.  Gardner.  Are  you  under  subpoena  ? 

Mr.  Grey.  I  am j  oi  your  chairman. 

Mr.  Gardnek.  You  are  here  under  subpoena? 

Mr.  Grey.  Yes.  I  do  not  wish  to  appear  here  as  offering  any 
argument  of  my  own  as  to  the  righteousness  of  my  claim  or  the  ques- 
tion which  has  become  the  issue  here  as  to  the  return  of  my  money. 

I  care  nothing  about  it.  I  hope  I  shall  never  see  it  again.  I  am 
here  to  tell  you  about  the  contracts  that  I  have  entered  into  with  the 
Mare  Island  Navy  Yard^  the  reasons  of  my  default,  and  the  prices 
and  the  reasons  for  my  bid  and  so  on — not  to  make  any  plea  for  my- 
self for  the  return  of  this  penalty. 

Mr.  Danforth.  Where  was  the  subpcpna  served  on  you  ? 
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Mr.  Gbey.  I  was  served  by  telegram  from  Mr.  Stanley  to  make 
my  appearance  here.  I  have  since  received  the  subpcena  here.  My 
attorney,  I  believe,  previously  acknowledged  it  for  me,  and  since  my 
arrival  on  Sunday  i  have  accepted  it  and  st^ed  it  on  the  back. 

Mr.  LouGHRAN.  Let  me  make  a  brief  statement  of  the  case,  if  you 
will,  Mr.  Chairman  : 

The  chairman  of  this  committee  wrote  a  telegram  to  Mr.  Grey 
asking  him  to  appear.  Mr.  Grey  telegraphed  to  me  that  he  did  not 
desire  to  appear;  that  his  absence  from  business  would  be  prejudicial 
to  his  busmess.  I  deemed  this  matter  sufficiently  important  to  have 
it  presented  to  the  full  committee,  not  because  1  hoped  that  the  evi- 
dence here  would  aid  in  securing  a  refund  of  this  money,  but  because 
1  believed  that  the  refusal  of  the  Shelby  Steel  Tube  Co.  to  make  de- 
livery to  this  man  in  1906  of  the  tubes  which  he  contracted  to  supply 
the  United  States  Government  was  conduct  on  the  part  of  the  Shelby 
Steel  Tube  Co.  in  restraint  of  trade,  and  I  wanted  that  fact  to  be 
presented  to  the  committee. 

The  absolute  refusal,  the  unreasonable  refusal,  the  refusal  without 
cause  to  sell  to  this  man  was,  in  my  opinion,  an  act  on  the  part  of  the 
Shelby  Steel  Tube  Co.  in  restraint  of  trade,  inasmuch  as  that  com- 
pany had  theretofore,  by  its  bid  on  these  articles,  indicated  that  it 
had  the  articles  in  its  possession,  and  that  it  woula  furnish  the  Gov- 
ernment with  them,  it  appeared  to  me  that  the  company  had  these 
materials  for  delivery,  and  that  the  conduct  of  the  company  in  re- 
fusing to  sell  the  articles  to  this  man,  after  he  had  the  contract,  was, 
to  my  mind,  circimistantially  evidence  that  the  intention  of  the 
Shelby  Steel  Tube  Co.  was  to  drive  him  out  of  business.  That  is  the 
only  point  I  wanted  to  present  to  the  committee. 

Mr.  Bartlett.  You  mean  to  drive  him  out  of  the  business  of  that 
particular  contract? 

Mr.  LouGHRAN.  Yes.    Out  of  business  generally  . 

Mr.  Gardner.  As  long  as  the  coimsel  is  in  a  t^ifying  mood,  Mr. 
Chairman,  I  should  like  to  ask 

Mr.  Loughran.  In  an  explanatory  mood,  as  to  the  testimony  given 
by  Mr.  Grey. 

Mr.  Gardner.  Well,  at  all  events,  inasmuch  as  there  is  some  doubt 
as  to  the  evidence  given  by  Mr.  Grey — I  will  put  it  in  that  way — I 
wish  to  ask  counsel  whether  he  brought  that  letter  of  Secretary  Met- 
calf  s  to  the  attention  of  a  single,  solitary  member  of  this  committee  ? 

Mr.  LouGHRAN.  When  these  papers  were  delivered  to  me-r-I  will 
give  you  exactly  the  history  of  this  case 

Mr.  Gardner.  Answer  first  and  explain  afterwards. 

Mr.  LouGHRAN.  The  papers  were  delivered 

Mr.  Gardner.  I  ask  that  Mr.  Loughran  be  sworn,  Mr.  Chairman. 

Patrick  H.  Loughran  was  thereupon  duly  sworn  by  the  chairman. 

Mr.  Gardner.  It  is  customary  to  stand  up  when  being  sworn. 

Mr.  Loughran.  Pardon  me. 

Mr.  Gardner.  I  will  ask  the  counsel  to  answer  this  question :  Did 
you  brinff  that  letter  of  Secretary  Metcalf  in  that  mass  of  papers 
there  to  the  attention  of  a  single,  solitary  member  of  this  committ'ee^ 
or  any  of  our  assistants,  with  whom  you  have  been  in  commimica- 
tion? 
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Mr.  LouoHRAK.  This  entire  file  of  papers  here  was  left  by  me  in  an 
envelope  in  Mr.  Stanley's  room,  perhaps  a  week  or  ten  days  ago, 
without  my  having  called  his  attention  to  any  specific  document  in 
the  files. 

I  asked  Mr.  Stanley  to  examine  these  papers,  if  he  had  the  oppor- 
tunity to  do  so,  and 

Mr.  Gardner.  Did  you  expect  that  he  would  have  the  time  to 
do  so? 

Mr.  LouoHRAN.  I  had  hoped  that  he  would. 

Mr.  Gardner.  Did  you  expect  it? 

Mr.  LonoHRAN.  After  I  had  interviewed  him  several  times  and  had 
seen  what  a  husv  man  he  was  at  the  time^  that  indicated  to  me  that 
he  would  probably  not  have  an  opportunity  to  examine  the  papers  : 
and  I  do  not  believe  he  has,  from  my  conversation  with  him. 

Mr.  Gardner.  And  you  did  not  expect  to  have  the  file  examined? 

Mr.  LouGHRAN.  Do  not  put  me,  or  attempt  to  put  me,  into  a  false 
attitude 

Mr.  Gardner.  Did  you  or  did  you  not? 

Mr.  LouoHRAN.  I  not  onlv  expected  that  they  would  be  examined. 
but  hoped  that  they  would  be.  That  is  the  reason  I  took  the  papers 
to  him. 

Mr.  Gardner.  You  say  that  you  did  expect  to  have  that  file  ex- 
amined? 

Mr,  LouGHRAN.  I  did.  when  I  delivered  it 

The  Chairman.  I  will  say,  for  that  matter,  that  if  the  blame  is  to 
be  put  on  anybody,  it  should  be  put  on  the  chairman. 

Mr.  Loughran  did  bring  that  file  of  papers  to  me,  and  requested 
that  I  go  through  them.  I  have,  as  a  matter  of  fact,  had  no  time  to 
examine  them.  I  am  too  busy  to  go  through  in  detail  a  mass  of 
papers  of  that  kind. 

Mr.  Gardner.  And  he  knows  it. 

The  Chairman.  He  did  not  know  that  when  he  brought  me  the 
papers,  otherwise  he  would  not  have  brought  them  to  me.  How  did 
he  taiow  I  was  so  busy? 

Mr.  Gardner.  I  have  heard  it  stated  from  time  to  time. 

Mr.  Loughran.  I  want  to  say  that  this  file  of  papers  was  also  de- 
livered to  Mr.  Colton,  who  is  assisting  Mr.  Dickinson  in  the  Steel 
Trust  suit. 

I  left  this  file  of  papers  with  Mr.  Stanley,  the  chairman  of  this 
committee,  in  the  hope  and  expectaion  that  he  would  have  the  time 
to  examine  the  papers,  but  in  interviews  with  Mr.  Stanley  and  with 
Mr.  Grey  subsequent  to  that  time  enough  has  been  said  by  Mr.  Stan- 
ley to  indicate  that  he  has  never  examined  any  of  these  papers  here. 

If  you  will  pardon  me  for  becoming  argumentative  for  a  moment, 
the  reference  by  Secretary  Metcalf ^  to  this  man's  carelessness 

Mr.  Gardner.  On  previous  occasions  or  on  that  occasion  ? 

Mr.  LofuGHRAN.  Just  a  moment.  They  are  not  the  comments  of 
Mr.  Metcalf  on  Mr.  Grey.  This  letter  of  October  1,  1907,  from 
Secretary  Metcalf  is  one  m  which  there  are  extracts  taken  from  an 
indorsement  by  the  Paymaster  General. 

Mr.  Gardner.  Will  you  be  kind  enough  to  read  what  the  Secretary 
said  himself,  toward  the  end  of  the  letter,  with  regard  to  Mr.  Grey — 
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something  about  his  having  been  caught  previously  in  matters  of 
this  kind? 

Mr.  LouGHRAN.  That  is  just  the  trouble.  You  have  the  wrong 
impression  about  that,  Mr.  Gardner,  and  I  want  to  correct  it. 
[Reading:] 

In  view  of  th^  foregoing  report  and  of  tbe  fact  that  your  letter  contains  no 
evidence  that  it  was  not  before  the  department  at  the  time  the  Bureau  of 
Supplies  and  Accounts  was  directed  to  charge  tbe  amount  in  question  against 
your  account,  it  can  see  no  reason  for  reversing  the  original  action  In  this 
matter. 

I  think  you  are  eminently  fair^  Mr.  Gardner,  and  I  know  you  are 
exceedingly  clever  in  your  questions,  but  you  were  under  a  misap- 

Srehension  in  regard  to  the  language  vou  refer  to  being  that  of  Mr. 
[etcalf's.  It  was  not  the  language  oi  Mr.  Metcalf,  but  a  quotation, 
in  his  letter,  of  the  language  of  the  Paymaster  General. 

Mr.  Gardner.  I  'ask  you  to  read  that  clause  as  to  Mr.  Grey's  hav- 
ing been  caught  before,  or  something  to  that  effect. 

Mr.  LouGHRAN.  Let  me  read,  first 

Mr.  Bartlett,  The  trouble  about  the  whole  matter  is  that  the 
(quotations  in  the  letter  were  not  differentiated  from  the  letter  when 
it  was  read.  In  reading  the  letter,  when  you  come  to  the  quotation, 
say  "  quote." 

Mr.  Gardner.  Yes;  that  will  answer  the  purpose. 

Mr.  LouGHRAN.  Let  me  read  what  was  said  m  the  letter  by  Secre- 
tary Metcalf: 

Sir,  replying  to  your  letter  of  the  12th  ultimo,  requesting  that  the  action  of 
the  department  in  charging  against  your  account  the  sum  of  $1,113,  the  dlCfer- 
ence  between  the  price  named  in  your  contract  for  boiler  tubes  on  requisition 
No.  6,  Bureau  of  Steam  Engineering,  Navy  Yard,  Mare  Island,  Cal.,  and  the 
price  paid  by  the  department  to  the  Shelby  Steel  Tube  Co.,  by  whom  said  tubes 
were  furnished ;  you  are  informed  that  the  department  has  carefully  examined 
the  previous  corresiwndence  in  this  case  and  find  that  the  Paymaster  G^ieral 
of  the  Navy,  in  bis  report  of  January  30,  1907,  stated  as  follows : 

Shall  I  read  the  quoted  matter,  Mr.  Gardner  ? 
Mr.  Gardner.  Read  the  matter  where  it  is  not  quoted  at  the  end. 
Mr.  LouGHRAN.  I  skip  the  quoted  matter  and  continue  with  Secre- 
tary Metcalf 's  phraseology : 

In  view  of  the  foregoing  report  and  of  the  fact  that  your  letter  contains  no 
evidence  that  it  was  not  before  the  department  at  the  time  the  Bureau  of 
Supplies  and  Accounts  was  directed  to  charge  the  amount  in  question  against 
your  account,  It  can  see  no  reason  for  reversing  its  original  notion  in  this 
matter. 

Mr.  Gardner.  Read  the  part  of  the  letter  which  savs  that  Mr. 
Gre}'  lias  been  formerly  caught  in  this  same  sort  of  trouble.  I  under- 
stand, now,  that  that  was  written  by  Admiral  Rogers,  and  not  by 
Secretai'y  Metcalf,  and  it  is  simply  quoted  by  Mr.  Metcalf? 

Mr.  Ix)r(;HRAN.  Precisely. 

Mr.  Gardner.  Will  you  read  it? 

Mr.  LouGHRAN.  All  of  it? 

Mr.  Gardner.  Just  that  part  of  it. 

^Ir.  Danfoutit.  About  his  being  a  middleman. 

Mr.  LoronRAN   (reading)  : 

The  bureau  has  made  Inquiries  concerniug  Mr.  Grey,  and  finds  that  he  la  a 
"  middleman,"  selling  to  the  (lovennnent  entirely  on  commission,  witli   little 
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or  no  capital  and  no  lmlei)endeiit  biislnoss  of  his  own,  and  thnt  Ibis  is  not  tlie 
first  time  that  he  has  been  caught  in  transactions  similar  to  the  one  described, 
and  in  tills  case  he  is  clearly  a  victim  of  his  own  carelessness. 

I  deaire  to  say,  Sir.  Gardner,  that  Mr.  Grejr  was  not  a  middleman. 
Many^years  before  the  Government  entei'ed  into  this  contract  with 
Mr.  Grey,  Mr.  Grey  qualified  as  a  dealer.  Many  years  before  this 
contract  was  executed  the  Navy  Department  had  instituted  inquiries 
as  to  this  man's  financial  responsibility,  as  to  his  character,  as  to  his 
business  connections,  and  the  facts  developed  by  that  investigation 
satisfied  the  department  that  this  man  was  one  fit  and  proper  to 
furnish  supplies  to  the  Navy  Department,  and  he  was  accepted  as  a 
dealer. 

Mr.  Young.  Do  you  make  any  distinction  between  the  term 
"dealer"  and  ^* middleman"? 

Mr.  LoxJGHRAN.  Yes ;  and  so  do  the  law  books,  if  you  will  refer  to 
them. 

The  statute  under  which  the  Navy  Department  is  directed  to  make 
these  purchases  for  the  ships  of  the  Navy  expressly  directs  the  Sec- 
retary of  the  Navy  to  send  invitations  not  only  to  manufacturers, 
but  to  principal  dealers  and  manufacturers. 

Mr.  Young.  What  is  the  distinction  that  you  make  between 
"dealer"  and  "middleman"? 

Mr.  LouGHRAN.  The  distinction  that  the  Paymaster  General  at- 
tempts to  make  is  this 

Mr.  Gardner.  It  was  on  commission,  anyway? 

Mr.  Young.  I  take  it  the  Paymaster  General  means  he  was  not  a 
manufacturer? 

Mr.  LouGHRAN.  It  was  not  on  commission,  Mr.  Gardner. 

Mr.  Gardner.  Then  the  Paymaster  General  is  mistaken  ? 

Mr.  LouGHRAN.  He  says  so,  but  it  was  not  on  commission. 

Mr.  Gardner.  Then  the  Paymaster  General  is  mistaken  ? 

Mr.  LouGHRAN.  As  an  attorney,  Mr.  Gardner,  you  know 

Mr.  Gardner.  Please  do  not  make  that  mistake  asrain.  I  now 
realize  that  you  do  not  follow  the  proceedings  of  this  committee. 
I  hope  I  shall  not  haA'e  to  put  it  on  record  again  that  I  am  not  a 
lawyer. 

Mr.  LoroHRAN.  These  things  were  not  sold  by  Mr.  Grey  on  com- 
mission. 

The  Chairman.  As  I  see  it,  this  committee  is  not  investigating  the 
Navy  Department.  I  have  no  objection  to  Mr.  Gardner  inquiring 
into'the  conduct  of  the  Navy  Department,  if  he  desires  to  do  so,  but 
when  I  saw  Mr.  Grey  I  was  enaeavoring  to  ascertain  but  one  fact, 
and  with  the  habit  of  any  lawyer  who  has  had  any  experience  at  all 
in  adducing  testimony  I  attempted  to  eliminate  everything  that  is 
not  material. 

The  question  as  to  whether  this  man  should  have  been  allowed  to 
default,  whether  the  ^slvv  Department  should  have  collected  this 
$1,100  is  of  no  consequence  to  me,  because  this  committee  is  not  con- 
cerned in  the  attempt  to  recover  that  money.  I  told  his  attorney 
that  when  he  began  to  talk  to  me  about  that  matter.  I  am  not  inter- 
ested in  that.  I  do  not  care  whether  he  ever  gets  it  or  not  or 
whether  the  Navy  Department  was  right  or  wrong  in  refusing  to 
give  it  to  him.  This  committee  has  no  time  to  try  that  case.  That 
is  for  the  Court  of  Claims. 


2820  UNITED  STATES  STEEL  CORPORATION. 

I  want  to  know  but  one  thing:  After  this  contract  was  awarded, 
did  the  Shelby  Steel  Tube  Co.  refuse  to  sell  the  tubes  to  a  comp^tor 
in  order  that  they  might  eliminate  or  embarrass  that  competitor? 
That  is  the  only  thing  I  was  interested  in,  and  that  was  the  only 
fact  I  attempted  to  adduce  from  this  witness.  That  is  the  only 
evidence  which  he  has  to  offer  to  this  committee  which  is  relevant  to 
the  issue  we  have  before  us. 

Mr.  GARDNm*  And  the  chairman  does  not  think  that  the  Navy 
Department  has  any  possible  connection  with  the  elucidation  of  that 
matter? 

The  Chairman.  No ;  not  as  to  whether 

Mr.  Oardner.  Then  I  shall  be  obliged  to  take  issue  with  the  chair- 
man on  that  point.^  I  should  say  that  that  letter  is  most  material  in 
elucidating  the  validity  of  the  statements  of  this  witness. 

Mr.  Beall.  In  this  brief  submitted  by  you  to  the  chairman,  Mr. 
Loughran,  which  the  chairman  turned  over  to  me,  there  is  this 
paragraph : 

On  January  30,  1907,  the  Paymaster  General  of  the  "Ssiyy,  In  a  report  made 
to  the  Secretary,  referred  to  Mr.  Grey  as  a  "middleman/*  selling  to  the  Gov- 
ernment entirely  on  commission,  and  In  this  case  he  is  clearly  a  victim  of  bis 
own  carelessness. 

That  is  evidently  a  quotation? 

Mr.  Loughran.  Oh,  yes:   there  is  no  question  about  that. 

The  Chairman.  When  Mr.  Loughran  gave  me  this  brief  I  had  my 
stenographer  make  several  copies  of  it.  I  gave  Mr.  Beall  one  and 
I  gave  Mr.  Gardner  one  this  morning. 

Mr.  Gardner.  I  had  not  seen  it  beiore. 

The  CHAraMAN.  There  was  no  effort  to  conceal  that. 

Mr.  Danporth.  I  would  like  to  ask,  in  view  of  the  chairman^s 
statement  as  to  what  he  wanted  to  elucidate  from  this  witness, 
whether  the  committee  expected  to  pay  the  mileage  of  this  witness 
from  San  Francisco  and  return  for  tne^  purpose  of  this  testimony  ? 

The  Chairman.  I  presume  it  will,  if  he  wants  it.  This  testimony 
is,  in  my  opinion,  most  material  to  the  conduct  of  the  Shelby  Steel 
Tube  Co.  in  affecting  the  freedom  of  trade  and  the  freedom  of  com- 
petition. Of  course,  each  member  of  the  committee  has  a  right  to 
bis  own  opinion. 

Mr.  Gardner.  I  would  like  to  ask  another  question.  Did  the  wit- 
ness inform  the  chairman,  or  did  his  counsel  inform  the  chairman 
or  any  other  member  of  the  committee,  of  the  fact  that  he  has  since 
been  successful  in  bids,  and  that  this  persecution,  if  it  was  a  persecu- 
tion, had  stopped  ? 

Mr.  Grey.  Did  I  inform  them  that  it  had  stopped  ? 

Mr.  Gardner.  Yes.  You  say  it  has  stopped.  You  testified  to  that. 
Did  you  inform  any  member  of  this  committee  before  this  hearing 
began  that  it  had  stopped  ? 

Mr.  Grey.  I  can  not  say  that  I  was  ever  personally  persecuted  by 
the  Steel  Trust,  nor  that  they  have  stopped  persecuting  me  since.    I 

have 

Mr.  Gardner.  But  you  have  bid  against  the  Shelby  Steel  Tube  Co. 
a  great  many  times  since,  and  this  practice  by  which  you  could  not 
secure  that  which  you  wished  to  resell  to  the  Government  has  con- 
tinued, so  far  as  you  know  ? 
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Mr.  Grey.  This  is  the  only  case  in  my  record  of  14  years  in  busi- 
ness, doing  business  with  the  Government  and  the  public  generally ; 
this  is  the  isolated  case,  the  contradicting  paragraph  of  the  Pay- 
master General's  report  notwithstanding;  this  is  the  only  case  in 
which  I  have  ever  been  involved,  the  only  case  in  which  I  nave  ever 
been  unable  to  fulfill  my  contract. 

Mr.  Gardner.  And  yet  you  have  been  repeatedly  competing  against 
the  Shelby  Steel  Tube  Co.  f 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  But  this  is  one  of  those  isolated  cases  you  men- 
tioned awhile  ago? 

Mr.  Grey.  Yes,  sir ;  this  is  an  isolated  case. 

Mr.  Beall.  Just  a  few  questions.  You  said  something  about 
trouble  with  the  Shelby  Steel  Tube  Co.  originating  about  1901 
or  1902? 

Mr.  Grey.  Yes,  sir. 

Mr.  Beall.  That  was  when  you  first  began  to  have  trouble  with 
them  ? 

Mr.  Grey.  Yes,  sir. 

Mr.  Beall.  What  was  the  occasion  of  that  trouble  ? 

Mr.  Grey.  I  can  only  conceive  of  one  reason  for  their  refusing 
to  quote  me,  and  that  is  that  they  did  not  wish  to  have  business 
dealing  with  me. 

Mr.  Beall.  Why? 

Mr.  Grey.  Probably  for  the  reas6n  that  they  would  like  to  have 
me  eliminated,  as  they  desired  to  furnish  the  material  direct  them- 
selves. 

Mr.  Beall.  Had  there  been  anything  in  your  relations  with  the 
Shelby  Steel  Tube  Co.  that  could  suggest  any  other  cause  for  this 
trouble  of  yours  with  that  company  ? 

Mr.  Grey.  None  whatever, 

Mr.  Beall.  Had  you  been  in  default  in  anv  kind  of  way  with  the 
Shelby  Steel  Tube  Co.  ?  .       " 

Mr.  Grey.  Never.  I  have  never  failed  to  pay  them  a  cent  or  been 
in  default  with  them  in  any  way. 

Mr.  Bealk  When  did  you  first  begin  to  be  a  competitor  of  the 
Shelby  Steel  Tube  Co.  in  Government  contracts? 

Mr.  Grey.  Before  the  Shelby  Steel  Tube  Co.  became  a  competitor 
of  mine,  almost,  in  the  year  1899;  I  was  already  in*  business. 

Mr.  Beall.  How  long  after  that  time  was  it  before  any  friction  be- 
gan to  develop  or  any  tendency  on  their  part  to  cease  dealing  with 
you? 

Mr.  Grey.  In  1901. 

Mr.  Beaix.  In  1906  they  refused  this  order  to  you  ? 

Mr.  Grey.  Absolutelv. 

Mr.  Beall.  You  said  that  they  would  have  knowledge  of  the  fact 
that  it  was  to  supply  an  order  from  the  Navy  Department,  because 
QoTemment  inspectors  would  be  required  to  go  to  their  factories  to 
make  the  inspection  ? 

Mr.  Grey.  Not  alone  that.  I  so  stated  in  my  letter  to  them  of 
August  14,  1906j  when  I  asked  for  the  first  time  for  quotations. 

Mr.  Beall.  Smoe  1906  you  have  had  contracts  with  the  Govern- 
ment? 

Mr.  Grey.  Frequently. 
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Mr.  Beall.  You  have  gone  out  in  the  markets  and  bought  tubes  to 
supply  those  contracts? 

Mr.  Grey.  I  can  buy  anywhere  in  this  country,  with  the  exception 
of  the  Shelby  Steel  Tiibe  Co.,  to  the  best  of  my  knowledge. 

Mr.  Beall.  I  understood  you  to  say  that  you  had  a  suspicion  that 
the  Shelby  Steel  Tube  Co.  supplied  some  of  these  very  tubes  that 
you  have  furnished  to  the  Government  ? 

Mr.  Grey.  Yes,  sir. 

Mr.  Beall.  If  thev  did  that  they  must  have  had  knowledge  of  the 
fact  that  they  were  being  supplied  to  you  in  order  to  be  furnished  to 
the  Government  upon  one  of  your  bids? 

Mr.  Grey.  Yes,  sir.    They  ^id  obtain  that  knowledge. 

Mr.  Beall.  Because  the  inspectors  of  the  Government  would  have 
to  go  into  their  factories  and  supervise  the  manufacture  of  those 
tubes? 

Mr.  Grey.  Yes. 

Mr.  Beall.  That  was  after  the  purchase  was  made,  however? 

Mr.  Grey.  Yes,  sir. 

Mr.  Beall.  You  have  said  something  about  having  to  go  in  a  round- 
about way  to  purchase  these  tubes.  Have  you  ever,  since  1906,  made  a 
direct  application  to  the  Shelby  Steel  Tube  Co.  for  the  purchase  of 
these  tubes? 

Mr.  Grey.  No,  sir.    I  thought  one  experience  would  be  enough. 

Mr.  Beall.  Have  you  had  any  difficulty  since  that  time  in  buying 
tubes  to  meet  your  (rovernment  contracts'? 

Mr.  Grey.  No,  sir. 

Mr.  Beall.  Do  you  think  that  that  desire  to  eliminate  you  ended  or 
expired  after  the  transaction  of  1906? 

Mr.  Grey.  They  have  never  had  occasion  to  quote  me,  because  I 
never  have  asked  them  since  1906. 

Mr.  Beall.  For  the  simple  reason  that  in  1906  you  could  not  get 
them  from  anybody  else? 

Mr.  Grey.  I  have  since  been  able  to  get  them  from  other  people. 

Mr.  Beall.  Why  was  it  you  could  not  get  them  in  1906  from  other 
concerns,  and  you  have  been  able  to  get  them  since  1906  from  other 
concerns  ? 

Mr.  Grey.  There  seemed  to  have  been  an  understanding  between 
those  concerns  jvho  might  at  that  time  have  been  manufacturing 
seomless  steel  tubes,  as  well  as  the  Shelby  Steel  Tube  Co.,  to  refer 
all  such  matters  to  the  Shelby  Steel  Tube  Co.  as  the  fountain  source 
from  which  this  class  of  tubes  must  be  obtained. 

Mr.  Beall.  I  notice  in  some  communication  to  the  Detroit  con- 
cern, you  made  a  special  request  of  them  that,  in  the  event  they  could 
not  make  terms  with  you  they  should  return  your  correspondence 
and  not  forward  it  to  the  Shelby  Steel  Tube  Co.  Why  did  you  make 
a  request  like  that? 

Mr.  Gkby.  Because  they  had  previously  done  that  very  thing, 
which  I  did  not  wish  to  have  them  do  on  that  transaction. 

Mr.  Beall.  I  believe  you  stated  that  your  understanding  was  that 
that  was  a  manufacturing  concern? 

Mr.  Grey.  Yes,  sir ;  it  was. 

Mr.  Beall.  Do  you  know  the  name  of  that  concern? 

Mr.  Grey.  The  Detroit  Seamless  Steel  Tube  Co. 
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^^  • 

Mr.  Bball.  Had  you  had  a  like  experience  with  any  otlier 
concerns? 

Mr,  Gbet.  With  the  Delaware  Seamless  Steel  Tube  Co. 

Mr.  BsAiiL.  Had  they  referred  your  correspondence  to  the  Shelby 
Steel  Tube  Co.  ? 

Mr.  Oret.  No,  sir ;  but  they  had  declined  to  quote  me,  which  pre- 
vented my  buying  the  tubes  any  longer  from  that  source. 

Mr.  Beall.  Did  you  know  of  any  other  manufacturer  at  that  time 
of  these  steel  tubes! 

Mr.  Gbey.  No  other  manufacturer. 

Mr,  Beaix.  How  long  after  this  occurrence  in  1906  before  you 
made  another  bid  for  Government  work  to  supply  the  seamless  tulbes  'i 

Mr.  GfiEY.  I  have  never  stopped  making  bias  of  this  kind. 

Mr.  Beall.  Could  you  give  us  an  idea  as  to  how  long  after  August 
2,  or  October  81*,  1906,  you  made  a  bid  and  received  a  contract  ? 

Mr.  Gbey.  There  have  been  several  occasions  in  the  last  five  or 
six  years.    I  can  not  say  what  interim  intervened. 

Mr.  Beall.  On  the  next  occasion  that  you  had  to  go  out  to  pur- 
chase these  tubes,  did  you  have  any  difficulty  in  getting  them  ? 

Mr.  Gbet.  No,  sir. 

Mr.  Beall.  What  is  your  explanation  of  that — that  in  1906  there 
existed  this  combination,  this  conspiracy  against  you,  as  you  say, 
that,  so  far  as  you  can  ascertain  or  coitld  ascertain,  has  absolutely 
vanished  soon  after  that  time ! 

What  is  your  explanation  of  that  ? 

Mr.  Grey.  My  explanation  is  this :  That  I  concluded  that,  having 
imwittingly  bid  in  competition  with  the  Shelby  Steel  Tube  Co.  for 
a  Government  contract  for  these  tubes  I  was  to  be  made  an  ex- 
ample of. 

Mr.  Beaix.  You  have  wittingly  bid  since  that  time,  in  competition 
with  them  for  tubes,  and  vou  have  not  had  anv  trouble  in  these  sub- 
sequent  instances.     What  is  your  explanation  of  that? 

Mr.  Gbey.  My  explanation  of  that  is  this:  That  at  the  time  I  so 
bid,  I  have  had  no  knowledge  as  to  whether  the  Shelby  Steel  Tube  Co. 
was  similarly  invited  to  bid  upon  those  tubes  or  not.  That  informa- 
tion could  only  come  to  my  attention  after  the  bids  were  opened. 

Mr.  Beall.  After  the  bids  were  opened  and  you  discovered  that 
you  had  bid  in  competition  with  the  Shelby  Steel  Tube  Co.,  have 
you  had  any  difficulty  in  those  instances  in  meeting  your  obligation  ? 

Mr.  Grbt.  Not  in  buying  them  from  other  concerns.  1  never 
bought  any  from  the  Shelby  Steel  Tube  Co. 

Mr.  Beall.  Then  that  conspiracy,  if  it  existed  in  1906,  has  not 
existed  subsequent  to  that  time,  as  to  these  outside  tube  plants? 

Mr.  Gkey.  As  to  the  outsiders;  no.  But  with  the  Shelby  Steel 
Tube  Co.,  I  believe  to-day  they  would  not  sell  me,  if  they  could. 

Mr.  Beall.  Do  you  know  whether  or  not  it  is  the  policy  of  the 
Shelby  Steel  Tube  Co.  not  to  sell  to  anyone  who  was  a  competitor 
against  them  in  any  bid  anv  of  the  products  that  were  involved  in 
the  bid? 

Mr.  Gbey.  That  is  my  experience,  Mr.  Beall. 

Mr.  Beall.  Have  you  any  more  than  that  one  instance  as  a  basis 
for  that  opinion? 

Mr.  Grey.  No,  sir.    As  I  say,  this  is  the  only  time. 
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Mr.  Beall.  Do  you  know  of  any  of  your  other  competitors — other 
firms  situated  as  you  have  been  situated — who  had  the  same  ex- 
perience with  the  Shelby  Steel  Tube  Co.  t 

Mr.  Grry.  Yes,  sir. 

Mr.  Beall.  Who  are  they? 

Mr.  Grey.  The  Scully  Steel  and  Iron  Co. 

Mr.  Beall.  Where  are  they  located? 

Mr*  Grey.  In  Chicago. 

Mr.  Beall.  Who  else? 

Mr.  Grey.  The  dealers  in  San  Francisco  generally  have  discon- 
tinued bidding  against  the  Shelby  Steel  Tube  Co. 

Mr.  Beali^.  Why? 

Mr.  Grey.  Recognizing  their  inability  to  buy  tubes  from  them 
when  they  were  direct  competitors.  And  I  have  been  asked  more 
than  once  why  I  did  not  give  up,  knowing  that  they  •have  me. 

Mr.  Beall.  You  think,  then,  that  it  is  the  established  policy  of  the 
Shelby  Steel  Tube  Co.,  where  anybody  else  bids  agamst  them  in 
competition  for  a  contract  for  some  specified  articles,  and  that  com- 
petitor is  successful,  that  they  refuse  to  furnish  that  competitor  with 
those  articles  upon  which  they  put  in  a  bid  themselves? 

Mr.  (iREY.  I  can  only  sa}'  that  that  is  the  case  so  far  as  I  am  indi- 
vidually concerned. 

Mr.  Beall.  You  said  something  about  a  hjrpothetical  case  that  you 
])ut  to  Mr.  Gardner.  I  did  not  understand  it  exactly.  Who  was  it 
bid  $1  below  your  bid  ?  I  do  not  ask  for  the  name,  but  was  it  the 
party  that  gave  you  the  estimate  that  came  $1  under  you,  or  a  sup- 
posed competitor  of  that  corporation  or  company  ? 

Mr.  Grey,  It  was  the  manufacturer  who  gave  me  the  price  for  the 
purpose  of  my  bid;  only  a  week  ago. 

Mr.  Beall.  A  manufacturer  gave  you  an  estimate  of  so  many 
thousand  dollars  for  furnishing  certain  supplies  to  the  Govern- 
ment ? 

Mr.  Grey.  He  gave  me  an  absolute  price. 

Mr.  Beall.  He  gave  you  a  price  ? 

Mr.  Grey.  Yes. 

Mr.  Beall.  And  you  put  in  your  bid  at  that  price  ? 

Mr.  Grey.  Yes ;  1  put  in  my  bid  at  that  price,  without  any  profit 
to  myself. 

Mr.  Beall.  And  that  particular  manufacturer  also  put  in  a  bid? 

Mr.  Grey.  Yes,  sir. 

Mr.  Beall.  Putting  it  $1  under  your  price,  as  I  understand  ? 

Mr.  Grey.  $1  under  mine.  Here  is  the  telegraphic  information  of 
yesterday. 

Mr.  Beall.  $1  under  your  price? 

Mr.  Grey.  Yes. 

Mr.  Reed.  I  did  not  hear  the  witness  say  whether  or  not  that  was 
the  Shelby  Steel  Tube  Co. 

Mr.  Beall.  I  did  not  ask  him. 

Mr.  Grey.  It  is  not  the  Shelbv  Steel  Tube  Co. 

Mr.  Beall.  I  did  not  know  whether  or  not  he  had  any  objection  to 
telling. 

Mr.  Grey.  I  do  not  know  where  the  Shelby  Steel  Tube  Ca  com- 
mences or  ends  in  these  purchases  of  steel  tubes. 
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Mr.  BsALL.  I  thought  you  cited  that  case  to  Mr.  Gardner  as  evi- 
dence showing  that  there  was  a  combination;  that  there  was  some 
connection  between  this  particular  concern  and  the  Shelby  Steel  Tube 
Co.,  or  the  United  Stat^  Steel  Corporation.  If  vou  cited  that  inci- 
dent as  evidence  of  that  kind,  I  fail  to  see  how  tnat  establishes  any- 
thi]^. 

Mr.  Grbt.  Shall  I  tell  you  what  I  think  is  the  situation? 

Mr.  BsAU^  You  may. 

Mr.  Grey.  I  deduce  from  that  telegram  and  the  circumstance  that 
this  manufacturer,  who  quotes  me  a  price  for  the  purpose  of  my  bid, 
at  the  opening  of  the  bid  himself  bids  $1  less  than  my  bid,  that  the 
only  purpose  m  giving  me  the  quotation  is  to  placate  me,  to  comply 
with  the  moral  obligation  in  the  matter  to  defeat  me  in  the  end ;  that 
there  is  a  conspiracy  on  the  part  of  the  Shelby  Steel  Tube  Co.  and 
its  kindred  manufacturers  to  keep  such  men  as  myself  from  furnish- 
ing any  of  their  products,  and  to  furnish  them  directly  themselves ;  and 
that,  in  pursuance  of  that  understanding  or  aim,  they  may,  as  seems 
to  be  inaicated  bv  this  case  of  yesterday,  give  such  men  as  myself  a 
quotation  with  the  idea  that  ii  he  can  add  anything  to  that  he  is 
welcome,  and  if  he  does  not  add  anything  to  that  they  will  get  the 
contract  by  bidding  a  still  lower  price  for  the  contract. 

Mr.  Beaix..  At  ttie  time  you  solicited  that  estimate,  did  you  know 
that  concern  was  likely  to  put  in  a  bid  ? 

Mr.  Grey.  I  did  not  think  so.  I  telegraphed  them  at  the  expense 
of  136  words,  giving  full  information  and  asking  for  a  price,  and 
the  answer  came  to  my  office  giving  no  indication  that  they  intended 
to  put  in  a  bid  themselves;  but  at  the  opening  of  the  bids  they  had 
discovered  what  these  tubes  were  for,  where  they  were  going,  and 
they  defeated  me  in  my  purpose  of  getting  the  business. 

Mr.  Gardner.  Do  you  know  that  uiey  did  not  bid  before  they  ffave 
you  that  information?  Do  you  know  whether  they  determinea  to 
bid  before  they  gave  you  the  information? 

Mr.  Grey.  The  prices  they  gave  me  were  on  January  16,  and  the 
bid  which  they  submitted  was  January  22.  They  submitted  their  bid 
on /January  22. 

Mr.  Gardner.  They  submitted  their  bid  six  days  later  than  the 
time  they  gave  you  tne  information? 

Mr.  Grey.  Yes. 

Mr.  Gardner.  I  think  you  have  established  that  they  played  you  a 
very  mean  trick. 

Mr.  Grey.  I  do  not  know  what  to  think  of  it. 

Mr.  Gardner.  I  should  like  to  find  out  who  that  firm  is. 

Mr.  Grey.  I  will  tell  you  in  confidence. 

Mr.  Beall.  Since  1906,  when  you  have  come  to  bid  upon  thcvse 
Government  contracts,  has  the  amount  of  your  bids  been  mfluenced 
at  all  by  the  recollection  of  the  experience  "you  had  in  1906,  and  the 
fear  of  a  recurrence  of  an  experience  like  that? 


get 
price. 

Mr.  Beall.  You  would  have  been  able  to  supply  them  to  the  Gov 
emment  at  a  cheaper  price? 
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Mr.  Grey.  I  would  have  been  able  to  offer  a  cheaper  bid;  yes. 

Mr.  Gardner.  I  think  you  should  establish  the  connection  in  s(Mne 
way  or  other  between  this  concern  and  the  Shelby  Steel  Tube  Co.  or 
the  United  States  Steel  Corporation. 

Mr.  Grey.  Whether  they  are  a  part  of  the  trust  or  whether  they 
are  not  I  do  not  know. 

Mr.  Gardner.  Are  they  manufacturers? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  It  is  easy  to  ascertain  whether  they  are  a  part  of  the 
trust.  It  is  not  so  easy  to  ascertain  whether  they  are  standing 
under  the  same  umbrella.  Give  me  the  name  and  I  can  tell  at  once 
whether  they  are  a  part  of  the  trusty  so  far  as  organization  is  con- 
cerned. 

Mr.  Grey.  May  I  give  it  to  you  privately? 

Mr.  Gardner.  Yes. 

JSIr.  Reed.  I  think  the  color  of  the  cat  depends  a  good  deal  on 
one's  point  of  view,  anyway. 

Mr.  Gardner.  Very  hkely. 

Mr.  Grey  thereupon  gave  Mr.  Gardner  the  name  requested^  pri- 
vately. 

Mr.  Gardner.  I  am  unable  to  say  whether  it*  is  a  part  of  the  trust 
or  whether  it  is  not.  At  all  events,  the  name  does  not  appear  here 
in  this  book:  but  of  course  there  has  been  a  good  deal  or  reorgani- 
zation. 

The  Chairman.  There  are  ft-equently  interlocking  directors. 

Mr.  Gardner.  Has  anybody  a  directory  of  directors  here? 

The  Chairman.  No.    1  do  not  believe  there  is  a  copy  here. 

Mr.  Grey.  If  I  may  be  allowed  a  moment  of  liberty,  I  wish  to 
say  that  I  am  endeavoring  to  continue  in  the  business  to  which  I 
have  devoted  the  best  part  of  my  lif e^  that  of  a  dealer  in  iron  and 
steel  products,  and  I  see  no  reason  why,  if  mj  default  in  this  case 
was  brought  about  by  circumstances  in  restraint  of  trade,  I  should 
be  driven  off  the  face  of  the  earth,  so  to  speak.^  I  desire  to  do  what 
is  risht  and  to  continue  in  my  legitimate  business.  If  the  Shelby 
Steel  Tube  Co.  does  not  want  to  sell  to  me,  I  do  not  wish  to  oblige 
them  to  do  so ;  but  I  think  I  am  entitled  to  the  liberty  of  buying 
my  material  from  any  concern  within  my  knowledge,  and  to  find 
myself  in  this  situation  yesterday  is  a  very  peculiar  predicament. 
When  a  man  has  been  in  business  as  long  as  1  have,  whose  reputa- 
tion for  the  last  26  years  in  San  Francisco  has  known  no  smirch  and 
whose  ability  to  pay  his  bills,  be  he  middleman  or  not,  is  not  ques- 
tioned, I  see  no  reason  why  he  can  not  buy  boiler  tubes  in  this 
country. 

The  Chairman.  Are  you  permitted  to  buy  them  abroad? 

Mr.  Grey.  I  could  not  buv  these  boiler  tubes  abroad,  for  the  rea- 
son that  they  must  be  of  American  manufacture  and  must  be  in- 
spected at  the  place  of  manufacture  by  United  States  Navy  officers. 

The  Chairman.  Mr.  Grey,  let  me  see  if  I  catch  your  testimcmy 
correctly.    I  want  to  get  the  gist  of  it. 

As  I  understand,  about  the  year  1901  or  1902  you  found  neat  diffi- 
culty in  purchasing  boiler  tuDes  and  like  articles  from  the  Shelby 
Steel  Tube  Co.,  notwithstanding  the  fact  they  had  previously  so- 
licited your  business? 
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Mr.  Grey.  Yes,  sir. 

The  Chairman.  Did  this  company  and  their  immediate  vendees, 
these  wholesalers  from  whom  you  attempted  to  buy  tubes,  continue 
to  embarrass  you  and  throw  obstacles  m  your  way  from  1902  to 
1904?    Was  that  a  continuing  thing? 

Mr.  Grey.  Obstacles  were  tnrown  in  my  way,  but  I  could  not  tell 
you  positively  the  sources  from  which  they  arose. 

The  Chairman.  By  this  or  that  or  the  other  refusal  to  sell  to  you  ? 

Mr.  Grey.  Yes. 

The  Chairman.  How  long  was  it  that  you  found  yourself  embar- 
rassed by  this  habit  on  the  part  of  nominally  independent  dealers, 
or  people  holding  themselves  out  to  the  world  as  selling  to  aU  pur- 
chasers, of  forwarding  your  correspondence  to  the  Shelby  Steel 
Tube  Co.  ? 

Mr.  Grey.  From  1902  until  1906. 

Mr.  Gardner.  How  many  instances  of  that  kind  were  there? 

Mr.  Grey.  I  should  say  a  great  many. 

The  Chairman.  Since  1906,  are  you  forced  to  purchase  these  tubes 
indirectly?  You  say  you  have  to  go  in  a  circuitous  route  to  get 
them.     What  do  you  mean  by  that  ? 

Mr.  Grey.  That  I  have  to  buy  them  through  other  dealers. 

The  Chairman.  When  you  buy  these  tuoes  and  make  your  con- 
tract for  them  with  the  dealer,  the  Steel  Tube  Co.  has  no  knowledge 
that  you  are  the  purchaser  ?     Is  that  so  ? 

Mr.  Grey.  Perhaps  not  the  ultimate  purchaser,  but  they  can  find 
out  by  an  investigation. 

The  Chairman.  After  you  make  a  contract  with  the  dealer,  he 
makes  a  contract  with  the  manufacturer,  does  he  not? 

Mr.  Grey.  Yes. 

The  Chairman.  And  it  is  only  after  the  contract  is  made  with  the 
original  manufacturer  that  the  inspector  goes  to  the  plant  ? 

Mr.  Grey.  Yes. 

The  Chairman.  So  that  when  your  inspector  does  go  to  the  Shelby 
Steel  Tube  Co.,  even  if  they  know  that  these  tubes  are  ultimately 
destined  for  your  use,  or  for  your  contract,  it  is  too  late  for  them  to 
interpose  any  objection,  because  you  have  already  closed  your  con- 
tract.   Is  that  so? 

Mr.  Grey.  And  if  they  have  already  compromised  themselves  by 
quoting  and  agreeing  to  sell  these  tubes,  it  is  too  late  for  them  to 
withdraw. 

The  Chairman.  So,  that  if  you  do  get  tubes  now  from  the  Shelby 
Steel  Tube  Co.,  they  are  not  willingly  sold  to  you,  but  are  obtained 
by  you  by  means  of  intermediaries  over  which  they  have  no  absolute 
control? 

Mr.  Grey.  Yes,  sir. 

Mr.  Beall.  Something  has  been  said  about  the  thickness  of  these 
tubes  departing  to  a  small  extent  from  the  standard  thickness.  Was 
there  anything  in  that  fact  that  would  justifv  them  in  refusing  to 
sell  to  you  in  1906  ? 

Mr.  Grey.  Not  at  all;  no.  The  diflference  between  a  commercial 
auality  tube  and  one  required  by  the  Navy  was  in  the  increased 
thickness  required  by  the  Navy. 
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Mr.  Beall.  Is  there  any  increased  cost  in  the  manufacture  of 
tubes  of  that  kind  as  compared  with  the  standard  tubes? 

Mr.  Grey.  Yes. 

Mr.  Beall.  How  much? 

Mr.  Grey.  Speaking  as  a  dealer,  I  should  say  about  10  per  cent. 

Mr.  Beall.  That  was  a  well-understood  difference  in  cost? 

Mr.  Grey.  Yes.  . 

Mr.  Beall.  But  there  was  nothing  in  the  physical  construction  of 
the  tube  that  would  prevent  them  from  accepting  you  as  a  customer 
for  that  land  of  tube  as  well  as  for  any  other  kind  t 

Mr.  Grey.  Nothing  whatever. 

Mr.  Beall.  They  were  the  makers  of  both  kinds? 

Mr.  Grey.  Yes,  sir;  the  Shelby  and  the  National  Steel  Tube  Cos. 
together. 

The  Chairman.  Are  there  many  dealers  in  the  United  States  to- 
day who  do  bid  on  Government  contracts  of  this  kind? 

Mr.  Grey.  Very  few. 

The  Chairman.  About  how  many  such  dealers  are  ^here?  I  want 
to  call  your  attention  to  this,  Mr.  Gardner. 

Mr.  Gardner.  I  was  looking  up  this  question  of  interlocking  di- 
rectors. As  far  as  I  have  found,  there  are  none  of  the  directors  of 
the  United  States  Steel  Corporation  who  are  directors  in  that  com- 
pany, the  name  of  which  was  given  to  me  by  Mr.  Grey. 

The  Chairman.  I  asked  if  there  were  many  persons  or  dealers  or 
middlemen  of  any  kind  now  bidding  on  Government  contracts  for 
supplies  for  battleships  and  other  like  material. 

Mr.  Grey.  As  far  as  boiler  tubes  are  concerned  and  the  local  con- 
ditions in  San  Francisco,  of  which  I  may  speak  with  authority,  there 
are  practically  none  except  myself. 

The  Chairman.  If  you  should  be  eliminated  from  the  trade  and 
no  longer  make  bids  to  the  Government  for  supplying  boiler  tubes 
and  other  such  materials,  would  there  be  any  otner  bidder  for  these 
materials  to  be  furnished  to  the  Mare  Island  Navy  Yard  and  other 
points  along  the  Pacific  coast  except  the  manufacturers  themselves 
or  the  manufacturer  himself? 

Mr.  Grey.  I  believe  not.  It  seems  to  be  getting  to  be  a  business 
now  with  the  manufacturer  and  the  consumer.  There  is  no  place 
for  a  dealer  any  longer  in  the  business. 

The  Chairman.  lT)elieve  the  law  provides  that  supplies  for  Amer- 
ican battleships  shall  not  be  purchased  in  any  foreign  market.  Is 
that  connect? 

Mr.  Louohran.  That  is  right. 

The  Chairman.  Then  if  }rou  and  one  or  two  others.  perhajMS,  were 
eliminated  for  the  furnishing  of  supplies  to  our  battleships  the 
manufacturers  of  those  supplies  would  oe  the  sole  sources  of  supply 
to  this  Government,  without  competition? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  Are  they  not  the  sole  source  now?  What  I  mean 
to  say  is  this:  Is  there  any  special  advantage  to  the  Government  in 
having  some  company  bid  themselves,  or  bid  through  a  middleman? 
That  IS  not  competition,  if  he  expects  to  buy  materials  from  the 
manufacturer.  It  would  seem  to  be  the  natural  evolution  of  things 
for  manufacturers  to  bid  direct,  would  it  not? 
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The  Chaibhak.  I  do  not  so  understand.  They  bid  for  a  great 
many  things  in  addition  to  that. 

The  physical  characteristics  of  these  tubes,  with  a  slight  difference 
in  thickness,  are  just  like  those  of  the  merchantable  tubes  that  are  sold 
generally  f 

Mr.  GrKBT.  Tes. 

The  Chaisuak.  If  a  man  who  was  acquainted  with  prices,  and 
was  acquainted  with  the  merchantable  tunes  which  were  sold  with 
some  competition,  should  call  the  attention  of  the  Oovemment  to 
the  difference  between  the  price  it  is  paying  and  the  price  for  prac- 
tically the  same  tube  on  the  market,  generally,  and  could  induce  the 
Government  to  accept  merchantable  tubes  for  its  use,  that  would 
tend  to  lower  the  price  of  the  tubes  to  the  Government,  would  it  not  f 

Mr.  Gbet.  Yes,  sir ;  it  would. 

In  other  words,  if  the  Gtovemment  were  willing  to  waive  its  right 
to  itself  inspect  and  approve  the  tensile  tests  and  tests  of  the  chemi- 
cal contents  of  the  metal  going  into  the  finished  tubes,  they  could 
buy  them  cheaper,  undoubtedly.  The  merchantable  quality  of  tube  be- 
ing vouched  tor  only  by  the  manufacturer  himself,  the  Government 
is  not  willing  to  take  his  sole  word  for  it,  but  sends  its  inspectors 
to  the  place  of  manufacture,  in  order  that  they  may  also  be  able  to 
say  that  these  tubes  are  as  required  by  the  standard  for  their  battle- 
ships.   That,  undoubtedly,  costs  a  trifle  more  money. 

Mr.  Danforth.  How  does  it  help  the  Government  in  getting 
cheaper  or  better  materials  to  receive  bids  through  a  midoleman, 
commission  merchant,  a  dealer,  or  whatever  you  please  to  designate 
the  man  who  bids,  instead  of  from  the  manufacturer  direct  ? 

Mr.  Ghet.  I  think  that  I  have  been  the  indirect  means — ^perhaps 
the  unfortunate  means — of  saving  a  good  many  dollars  to  the  Gov- 
ernment on  occasions.  Such  men  as  myself— dealers  in  the  busi- 
ness— have  a  right  to  make  our  own  living,  and  we  have  a  right  to 
compete  under  any  kind  of  conditions  or  difficulties 

There  is  this  to  be  said,  that  at  times  I  have  been  able  to  bid  on 
materials  required  by  the  Government  a  lower  price  than  even  a 
manufacturer,  but  I  do  it  at  my  own  risk.  There  is  an  element  of 
danfi^er. 

The  Chairman.  As  in  1906  ? 

Mr.  GsEY.  If  I  should,  as  I  did  in  that  case,  bid  a  price  which 
would  seem  to  be  indefensible  on  my  part  and  should  not  be  able 
to  buy  those  tubes  ultimately  at  the  price  of  my  bid,  it  is  my  business 
to  make  gdod  the  difference ;  arid  I  ao  so. 

If  you  eliminate  all  the  dealers  from  this  business,  you  have  then 
the  principal  manufacturers  only — and  I  believe,  as  regards  seamless 
steel  tubing,  you  have  but  one  manufacturer  in  this  country  for  the 
Government  quality  of  seamless  tubes — and  it  would  ffive  them  the 
right  and  the  opportiitiity  to  bid  any  price  they  pleased  for  furnish- 
ing that  product  to  the  Government.  Indeed  I  can,  if  you  wish  to 
cross-question  me  on  that  point,  show  you  in  what  relation  the  dealer 
standi  to  the  manufacturer  at  times  in  that  matter. 

Mr.  Danforth.  But  the  dealer,  the  middleman — I  use  that  term 
as  describing  the  man  who  intervenes  between  the  purchasers,  the 
ultimate  consumer,  and  the  manufacturer — can  not  keep  on  bidding 
lower  than  the  manufacturer.    He  must  make  a  profit  or  not  live. 

170*2— No.  39—12 5 


2830  UNITED  STATES  STEEL  OORPOBATION. 

How  does  the  Government  make  any  money  out  of  providing  a 
means  of  sustenance  to  that  middleman?  I  am  not  now  bothermg 
myself  about  your  right  or  privilege  to  make  a  living  in  this  particu- 
lar business.  I  can  not  see,  myself,  how  the  Government  oenefits 
by  that. 

In  regard  to  there  being  only  one  corporation  who  could  furnish 
these  tubes,  Mr.  Herbert  Knox  Smith  in  his  report  states  that  the 
percentage  of  seamless  tubing  manufactured  by  manufacturers  other 
than  the  Steel  Corporation  is  increasing  each  year;  that  it  was  over 
one-third  in  1906 ;  and  that  now,  as  I  remember  it,  it  is  over  40  per 
cent — or  was  in  1910. 

Mr.  Reed.  It  was  46  per  cent  in  1910,  Mr.  Danforth. 

Mr.  Daneorth.  It  was  over  40  per  cent,  I  remember.  How  do  you 
account  for  those  two  things? 

Mr.  Grey.  I  wish  the  gentleman  in  question  had  pursued  his  inves- 
tigations a  trifle  further,  to  find  out  what  was  uie  proportion  of 
Government  tubes  furnished  by  the  trust  and  the  outside  competitors. 

Mr.  Danfohth.  That  table  does  not  cover  that. 

The  Chairman.  I  wish  you  would  explain  that. 

Mr.  Grey.  I  believe  that  in  the  period  covered  by  1906  there  was 
but  one  manufacturer  in  this  country  who  was,  by  understanding  or 
by  willingness,  however  it  may  appear,  able  to  or  who  did  furnish 
seamless  tubes,  inspected  at  a  place  of  manufacture  by  the  Govern- 
ment ;  and  that  was  the  Shelby  Steel  Tube  Co. 

Mr.  Gardner.  Were  there  not  other  bidders?  Of  course,  the  onlv 
ones  who  furnished  tubes  were  the  men  who  got  the  lowest  bid. 
Were  there  not  any  other  bidders  in  1906? 

Mr.  Grey.  No,  sir.  The  local  bidders  have  dropped  out  of  the 
business  entirely. 

Mr.  Gardner.  Had  they  in  1906  ? 

Mr.  Grey.  It  seems  so.  There  was  only  one  other  bidder  whose 
price  was  higher  than  mine. 

Mr.  Gardner.  There  were  three  bidders,  were  there  not? 

Mr.  Grey.  The  Shelby  Steel  Tube  Co.  and  two  others. 

Mr.  Gardner.  Going  back  to  the  year  1900,  how  many  bidders 
would  there  have  been  in  1900? 

Mr.  Grey.  Any  number. 

Mr.  Gardner.  That  is,  you  mean  10  or  20  ? 

Mr.  Grey.  As  many  as  might  be  invited. 

Mr.  Gardner.  As  a  matter  of  fact,  did  a  good  many  respond  to 
that  invitation? 

Mr.  Grey.  Yes,  sir;  nearly  all. 

Mr.  Gardner.  Were  they  all  dealers,  or  did  the  manufacturers  of 
19()0  bid?  Was  it  the  custom  for  the  manufacturers  to  bid,  or  did 
they  allow  the  dealers  to  do  the  bidding? 

Mr.  Grey.  It  was  the  custom  to  let  the  dealers  do  the  bidding 
in  the  matter  of  local  purchases  for  the  Mare  Island  Navy  Yard. 

Mr.  Gardner.  That  was  by  arrangement  between  the  manufac- 
turers and  the  dealers,  in  order  to  keep  their  custom,  I  suppK>se? 

Mr.  Grey.  I  believe  it  was  due  to  the  beneficence  of  our  Govern- 
ment to  distribute  its  patronage  over  the  various  cities  of  the  United 
States,  and  not  confine  all  the  purchases  to  one  point. 
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Mr.  Gardner.  That  is  to  say,  the  purchases  were  not  awarded 
strictly  on  economic  grounds,  but  they  were  made  with  some  con- 
sideration for  the  territory  where  the  bid  was  awarded? 

Mr.  Grey.  I  presume  that  to  be  the  case.  Taking  myself  as  an 
illustration,  I  think  that  the  business  of  the  Government,  such  as  is 
established  bv  the  Mare  Island  Navy  Yard,  should  be  of  some  benefit 
to  the  city  of  San  Francisco  in  particular. 

Mr.  Gardner.  You  feel  that  San  Francisco  should  have  a  greater 
benefit  from  it  than  Milwaukee,  for  example? 

Mr.  Grey.  Yes;  I  think  it  should  have  some  of  it. 

Mr.  Gardner.  I  do  not,  I  do  not  feel  that  New  York  should 
have  any  greater  expenditure  from  the  customs  receipts  because  the 
customhouse  happens  to  be  situated  there.  Still,  I  admit  that  in 
the  past  the  purchasing  agents  of  the  Government  did  take  into 
account  that  strong  local  demand  for  consideration. 

Mr.  Grey.  May  I  supplement  my  reason  for  saying  that? 

Mr.  Gardner.  Yes. 

Mr.  Grey.  The  dealers  in  San  Francisco  are  expected  to  keep  a 
supply  of  material  on  hand,  not  only  for  their  own  uses,  but  to  pro- 
vide such  material  as  the  Government  may  need  for  its  emergencies. 
If  there  were  no  dealers  in  San  Francisco,  the  Government's  im- 
mediate necessities  could  not  be  provided.  It  takes  a  long  time  to 
manufacture  these  things.  Here  is  an  instance  that  has  been  re- 
ferred to  to-day  where  the  Shelby  Steel  Tube  Co.  wanted  150  days 
to  furnish  the  tubes  in  1906. 

Mr.  Gardner.  You  say  the  dealers  there  keep  a  stock  on  hand  ? 

Mr.  Grey.  There  are  dealers  who  keep  a  stock  on  hand.  I  have 
done  so  many  times  in  a  great  many  things  that  I  thought  I 
could  sell. 

Mr.  Gardner.  Have  you  a  large  store? 

Mr.  Grey.  No  ;  I  do  not  have  any  more. 

Mr.  Gardner.  When  did  you  have? 

Mr.  Grey.  I  never  had  a  large  store.  I  have  had  goods  in  the  ware- 
house. I  do  not  sell  at  retail.  I  sell  to  the  consumers  generally  on 
the  coast. 

Mr.  Gardner.  You  absolutely  buy  a  large  stock  of  goods  to  sell 
them  to  whoever  is  ready  to  purchase  them  F 

Mr.  Grey.  I  buy  them,  store  them  in  the  warehouse,  and  have  ac- 
cess to  the  stocks. 

Mr.  Gardner.  What  is  the  biggest  stock  of  goods  you  ever  had 
on  hand  ? 

Mr.  Grey.  Of  my  own,  $10,000. 

Permit  me  to  say,  in  my  connection  as  ^  dealer  in  San  Francisco, 
I  do  represent  one  concern  as  its  bona  fide  agent  in  the  territory 
known  as  the  Mare  Island  and  Puget  Sound  Navy  Yards.  They  have 
a  very  large  stock  of  steel  in  San  Francisco — perhaps  $200,000 
worth — on  hand  and  on  the  way. 

Mr.  Gardner.  What  is  that  concern  ? 

Mr.  Grey.  It  is  the  Midvale  Steel  Co.,  of  Philadelphia.  I  can  not 
call  myself  by  any  manner  of  calculation  a  middleman,  selling  on 
commission.    I  never  sold  anything  on  commission  in  my  life. 

Mr.  YotJNO.  What  is  your  arrangement  with  the  Midvale  Co.  ?  Do 
they  give  you  a  salary  ? 
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Mr.  Grey.  No,  sir. 

Mr.  Young.  How  are  you  c<»npensated  for  what  you  do  for  them) 

Mr.  Grey.  I  buy  outright  this  material. 

Mr.  Young.  I  thought  you  said  you  acted  as  their  agent — as  the 
agent  for  the  Midvale  Steel  Co. 

Mr.  Gbby.  Yes.  sir. 

Mr.  Young.  Then,  if  you  buy  outright  from  them,  you  would 
hardly  be  their  agent. 

Mr.  Grey.  I  am  in  this  sense,  that  I  do  buy  outright  any  orders 
which  I  may  secure  for  the  Mare  Island  Navy  Yard  and  for  the 
Puget  Sound  Navy  Yard  of  certain  materials. 

Mr.  Gardner.  You  buy  from  them  and  sell  at  what  price  you 
please? 

Mr.  Grey.  Yes,  sir;  at  what  price  I  please,  but  at  a  reasonable 
price. 

Mr.  Gardner.  I  do  not  want  to  diverae  into  a  question  of  what  is  a 
reasonable  or  an  unreasonable  price.  Everybody  thinks  the  price  he 
gets  reasonable  and  everybody  thinks  the  price  he  has  to  pay  is  un- 
reasonable. What  I  mean  to  say  is  this :  Did  you  quote  the  prices  at 
which  you  sold  the  goods  to  the  Midvale  Co.  biefore  you  bought  them 
from  the  Midvale  Co.  ?        ^ 

Mr.  Grey.  Our  offices  adjoin.    There  is  no  secrecy  between  u& 

Mr.  Young.  Who  fixes  the  price  ?    Do  you  fix  the  price,  or  do  they  ? 

Mr.  Grey.  I  do. 

Mr.  Gardner.  On  consultation  with  them? 

Mr.  Grey.  Occasionally. 

Mr.  Gardner.  Not  habitually  ? 

Mr.  Grey.  Not  necessarily. 

Mr.  Young.  But  generally? 

Mr.  Grey.  Generally. 

Mr.  Gardner.  In  the  case  of  anything  except  regular  standard 
goods  do  you  not  always  consult  them? 

Mr.  Grey.  Yes,  sir. 

The  Chairman.  Does  it  require  much  skill  to  know  about  the  trans- 
portation of  these  orders,  and  all  that  sort  of  thing? 

Mr.  Grey.  I  should  say  it  did. 

The  Chairman.  And  assembling  the  material  and  the  means  by 
which  it  is  to  be  obtained,  and  so  on  ? 

Mr.  Grey.  I  should  say  it  did.  It  requires  special  skill  in  this 
particular  line  of  business. 

The  Chairman.  What  distance  do  you  transport  that  freight  to 
assemble  it? 

Mr.  Grey.  From  one  end  of  the  continent  to  the  other. 

I  thought  I  might  be  allowed,  Mr.  Chairman,  to  show  my  relation 
in  this  contract  to  that  of  the  Shelby  Steel  Tube  Co.,  but  I  have  not 
been  questioned  on  that  line.  That  is  the  sole  purpose  of  my  cominf, 
as  I  had  expected,  from  San  Francisco,  before  your  committee.  I 
thought  you  wished  to  draw  me  out  on  my  bid  here  as  regards  how 
I  obtained  the  price  which  I  inserted  for  these  boiler  tubes,  and  how 
I  expected 

The  Chairman.  How  did  you  determine  what  was  a  reasonable 
price  for  them  ?  I  want  to  know  whether  you  ex^ciaed  due  dilimioe 
or  whether  you  just  simply  made  a  mistake — an  error — ^in  biading 
too  low  or  whether  you  acted  through  good  judgment? 
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Mr.  Grbt.  My  bid  was  at  that  time  $1,113  lower  than  that  of  the 
Shelby  Steel  Tube  Co.  That  is  one  case,  at  least,  where  the  dealer 
was  of  advantage  to  the  Government. 

Mr.  Gardner.  But  you  could  fairly  offset  that  against  the  bid  in 
October,  1911,  where  the  manufacturer  kept  the  dealer  down? 

Mr.  Grey.  les.  That  is  why  I  think  the  two  elements  are  desirable 
to  be  kept  going. 

I  think  my  prices  at  that  particular  period  were  not  only  conserva- 
tive, but  that  they  were  rather  liberal  to  myself  on  that  particular 
oontract. 

I  have  reason  to  know  that  the  price  of  conunercial  standard  tubes 
in  this  country  used  all  over  the  country  had  declined,  between  1904 
and  1906,  40  per  cent;  and  I  should  suppose  that,  in  Empathy  with 
the  price  of  tnose  tubes,  the  same  tubes,  excepting  for  the  additional 
thickness,  would  likewise  proportionately  decrease  in  their  cost  to  the 
Government.    This  seems  not  to  have  been  the  case. 

I  am  charged  with  having  made  a  price  here  which  could  not  be 
considered  reasonable.  I  want  to  say  this,  if  I  am  permitted,  that  the 
price  which  I  quoted  was  $4,885,  which  was  based  on  a  previous  bid, 
as  the  Secretary  of  the  Navy  has  told  you,  not  quite  three  years  but 
a  little  more  than  two  years  previous.  Taking  into  consideration  the 
fluctuations  of  the  market,  the  price  at  which  I  offered  these  tubes, 
$4,385,  is,  in  my  estimation  and  experience,  about  a  thousand  dollars 
higher  than  I  ought  to  have  offerea  it ;  but,  with  the  elements  of  risk 
confronting  me,  my  inability  to  buy  these  tubes  with  the  knowledge 
of  the  Shelby  Steel  Tube  Co.,  if  they  were  known  to  be  for  me,  and 
the  difficulties  with  which  I  found  myself  surrounded  from  other 
sources,  it  seems  to  me  that  I  was  obliged  to  protect  myself  in  this 
way. 

The  bid  of  the  Shelby  Steel  Tube  Co.  was  $5,498,  showing  an  in- 
crease in  their  price  to  the  Government  of  55  per  cent  over  their 
previous  bid  three  years  ago. 

You  may  use  that  information  as  a  fact,  and  as  coming  from  me, 
for  what  is  may  be  worth.  I  offered  no  suggestions  as  to  the  meanhig 
of  the  increase  of  the  price  of  that  commodity  to  the  Government — 55 
per  cent  in  three  years. 

The  Cblatrman.  That  is  all. 

Mr.  Loughran.  Is  the  witness  to  be  excused? 

The  Chairman.  If  we  have  no  further  questions  by  members  of 
the  committee. 

Mr.  Loughran.  I  would  like  to  have  it  understood  whether  these 
papers  that  have  been  referred  to  are  to  be  filed  as  exhibits  or  copied 
by  the  reporter? 

The  Chairman.  They  will  appear  in  the  record.  The  originals  will 
be  returned  to  you. 

Whereupon,  at  8  o'clock  p.  m.,  the  committee  adjourned  until  Mon- 
day, January  29, 1912,  at  10.30  a'clock  a.  m. 
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COHKHTEE  ON  InYEBTIOATION  OF  THE 

United  States  SmexL  Cobforation, 

House  or  REPsxsENTATiyES, 

Monday^  January  £d,  191i. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chairman) 
presiding. 

The  CsAiBicAN.  We  are  ready  to  proceed,  gentlemen.  Mr.  Bran- 
deis,  you  may  proceed  with  your  preliminary  statement 

OF  LOUIS  D.  BKAKSBIS,  ESd. 


The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Brandeis.  I  desire,  Mr.  Cfhairman  and  gentlemen  of  the  com- 
mittee, to  call  to  your  attention  certain  facts  and  considerations  bear- 
ing specifically  upon  the  labor  policy  of  the  United  States  Steel 
Corporation. 

Mr.  LrrrLETON.  Would  you  prefer  to  stand  or  sit,  Mr.  Brandeis  t 

Mr.  Brandeis.  I  think  it  will  be  ea^er,  perhaps,  to  stand. 

Mr.  LrrrLETON.  Very  well. 

Mr.  Reed.  Just  at  tnis  point,  Mr.  Chairman,  allow  me  to  interject 
an  objection  for  the  reason  that  the  resolution  under  which  this  com- 
mittee is  proceeding  authorizes  no  investigation  into  the  conditions  of 
labor  or  questions. 

Mr.  McGiLLicuDDT.  It  is  a  question  of  operations  of  the  United 
States  Steel  Corporation. 

The  Chaisman.  The  committee  have  informally  discussed  that 
matter  and  it  has  been  discussed  by  the  Committee  on  Rules  prior  to 
that  time,  and  under  the  lanfi:uage  of  this  resolution  on  the  question 
of  the  organization  of  the  Steel  Corporation  and  on  the  question  of  cost 
of  production,  the  cost  of  labor  being  incident  to  and  an  essential  part 
of  production,  the  committee  were  of  opinion  that  it  is  sufficiently 
broad  as  a  resolution,  and  that  they  are  warranted  in  going  fully 
into  the  labor  question ;  so  that  matter  has  been  practically  decided. 

Mr.  Reed.  The  chairman 'Will  note  my  objection! 

The  Chairkan.  Yes. 

Yon  may  proceed,  Mr.  Brandeis. 

Mr.  BsANDEis.  I  am  glad  to  find,  Mr.  Chairman,  that  that  ones- 
tion  is  open  for  full  discussion,  because  in  my  opinion  it  is^  of  all  of 
the  important  questions  which  your  committee  has  in^ired  into, 
that  which  most  directly  affects  the  welfare  of  the  American  people, 
and  therefore  is  preeminently  a  question  of  national  importance. 
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That  is  true  not  only  on  account  of  the  large  number  of  employees 
of  the  Steel  Corporation — that  number  in  itself  comprises  an  ap- 
preciable percentage  of  the  working  people  of  America,  in  normal 
times  it  appearing  that  200,000  persons  are  employed  by  the  Steel 
Corporation — not  only  that,  but  there  is,  of  course,  inoirectly  de- 
pendent upon  them  families,  and  families  in  large  nimiber,  ana  it  is 
possible  the  total  number  of  persons  directly  dependent  upon  the 
Steel  Corporation  for  their  sustenance  is  nearer  a  million. 

But  the  significance  of  the  question  is  by  no  means  limited  to  that 
number,  because  the  influence  of  the  Steel  Corporation  is  such,  in 
the  first  place,  in  the  steel  industry  itself,  that  what  it  does  in  respect 
to  labor  is  done  practically  by  all  in  the  industry. 

Nor  is  it  limited  to  the  steel  industry,  because  the  conspicuous  ex- 
ample of  the  Steel  Corporation,  with  its  extraordinary  connections, 
is  such  that  its  influence  is  widespread. 

In  view  of  that  importance  of  the  size  of  the  corporation  and  its 
great  power,  what  this  corporation  does  in  respect  to  labor,  what  its 
policy  is,  can  not  fail  to  have  a  very  great  influence  upon  the  ina- 
portance  of  the  situation  as  to  labor,  and,  through  labor,  upon  the 
whole  situation  as  to  the  industrial  policy  of  this  country. 

We  have  heard  for  a  long  time  from  various  sources — ^possibly 
originating  in  the  single  source,  but  appearing  on  all  sorts  of  occa- 
sions— ^the  assertion  that  in  respect  to  labor  the  Steel  Corporation 
has  an  excellent  record;  that  its  effort  has  been  to  advance  the  inter- 
ests of  its  employees. 

Very  recently,  within  a  fortnight.  Judge  Gary,  whom  we  have  all 
come  to  regard  as  the  responsible  head  of  the  Steel  Corporation, 
stated: 

I  beUeve,  taking  everything  into  account,  the  treatment  accorded  by  our 
corporation  to  its  employees  compares  favorably  with  that  of  any  line  of  In- 
dustry in  this  country  or  any  other  country  at  the  present  time  or  any  period 
in  the  history  of  the  world. 

Gentlemen,  that  is  a  great  challenge,  and  I  want  to  consider  with 
you  to  what  extent  that  statement  is  true,  and,  indeed,  what  the  ac- 
tual facts  are  as  to  the  treatment  of  labor. 

In  that  inauiry  we  are  fortunately  aided  by  the  very  careful,  able, 
and  thorougn  investigation  made  under  the  direction  of  United 
States  Commissioner  of  Labor,  the  results  of  which  are  onlv  now 
being  made  public. 

The  first  question  in  considering  the  condition  of  labor  is,  and  to 
my  mind  must  be,  the  hours  of  labor.  No  matter  what  men  are  paid, 
no  matter  what  the  ordinary  conditions  may  be  under  which  they 
work,  the  first  question  must  be.  How  Ions  did  this  man  workt 
Because  not  only  does  the  excess  of  hours  of  labor  entail  upon  the 
individual  very  serious  consequences  in  respect  to  health  and  the 
ability  to  endure  labor  in  the  future,  but  the  effect  upon  the  com- 
munity as  a  whole  is  of  infinite  importance :  in  the  nrst  place,  in 
determining  what  is  the  time  that  is  left  to  the  individual  to  devote 
himself  to  the  needs  of  his  own  family,  to  aid  in  the  education  and 
the  bringing  up  of  his  children;  and  in  the  second  place^  what  is 
the  time  that  is  left  to  the  individual  to  perform  those  duties  which 
are  incumbent  upon  him  as  a  citizen  of  a  free  country. 
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This  condition  of  labor  to  which  Judge  Gary  challenges  our  atten- 
tion must,  first,  therefore,  be  regarded  with  reference  to  the  hours; 
and  what  is  that  result? 

This  report  of  the  Commissioner  of  Labor  states : 

During  May,  1910— 

But  practically  the  same  is  true,  as  the  report  shows,  of  December, 
1911— 

During  May,  1910,  the  period  coyered  by  this  investigation  Into  the  steel  in- 
dastry,  50,000  persons,  or  20  per  cent  of  the  153,000  employees  of  the  blast 
furnaces,  steel  works,  and  rolling  mills  covered  by  this  report  customarily 
worked  seven  days  per  week,  and  20  per  cent  of  them  worked  84  hours  or  more 
a  week,  which,  in  effect,  means  a  12-hour  working  day  every  day  in  the  week, 
Including  Sunday. 

Consider  what  that  means,  to  work  12  hours.  It  does  not  mean 
to  have  12  hours  free,  because  of  the  remaining  12  hours 

Mr.  ^Steblino  (interposing).  Were  you  reading  from  the  com- 
missioner's report? 

Mr.  Brandeis.  That  which  I  read  was  quoted  from  the  report  of 
the  Commissioner  of  Labor;  yes,  sir. 

That  12  hours  a  day  for  7  dajs  in  the  week  means  in  addition 
to  that  is  the  time  spent  by  the  individual  laborer  in  going  to  and 
from  his  work,  which,  according  to  the  location  of  his  home,  may 
mean  another  hour  or  sometimes  2  hours,  leaving  to  the  individual 
perhaps  11  hours,  perhaps  10  hours,  or,  under  certam  circumstances,  to 
oe  given  to  sleeping,  to  meals,  and  to  such  attention — although  it  is 
irony  to  speak  of  it — ^that  he  may  give  to  his  family,  to  his  public 
duties,  to  say  nothing  of  the  pleasures  of  life. 

But,  as  the  Commissioner  of  Labor  points : 

This  hardship  of  12-hour  days  and  a  7-day  week  is  still  further  increased 
by  the  fact  that  every  week  or  two  weeks,  as  the  case  may  be,  when  tlie  em- 
ployees on  the  day  shift  are  transferred  to  the  night  shift,  and  vice  versa, 
employees  remain  on  duty  without  relief  either  18  or  24  consecutive  hours, 
according  to  the  practice  adopted  for  the  change  of  shifts.  The  most  common 
plan  to  effect  this  change  of  shift  is  to  work  one  shift  of  employees  on  the 
day  of  change  through  the  entire  24  hours,  the  succeeding  shift  working  the 
regular  12  hours  when  it  comes  on  duty. 

The  commissioner  then  goes  on  and  points  out  that  this  fortnightly 
change,  as  it  is  ordinarily  made,  involves  in  the  individual  the  neces- 
sity of  completely  changing  his  habits  of  life  as  to  sleep  and  as  to 
eating,  and  that  therefore  not  only  is  the  individual  subject  to  the 
hard^ip  of  84  hours  a  week,  but  he  is  subjected  to  the  additional 
hardship  of  being  obliged  to  make  that  change  fortnightly  in  his 
habits,  which  prevents  his  accustoming  himself  to  some  regular 
method,  and  therefore  heightens  the  evils  of  the  case. 

The  percentage  of  the  men  that  I  have  referred  to  appear  to  be 
even  more  serious  when  you  take  individual  departments  of  the  in- 
dustry. Let  us  consider,  for  instance,  the  blast-furnace  work.  In 
that  work,  according  to  the  Commissioner  of  Labor,  nearly  88  per 
cent  of  the  31,354  men  engaged  in  that  branch  of  the  industry  are 
subject  to  that  method  of  living. 

Judge  Gary  has  had  occasion  to  refer  to  this  criticism,  and  he 
says,  in  regard  to  it,  two  things  which  show^  to  my  mind,  the  utter 
inability  ox  the  corporation,  with  its  able  chairman,  to  regard  human 
beings  as  an  element  in  the  problems  committed  to  their  care. 
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Bef errinff  to  die  fact  that  t!ie  Department  ot  Labor  is  inyestigat' 
ing  this  subject,  he  says : 

If  those  qualified  to  pass  upon  the  question  reach  the  conclusion  that  12  hours 
of  such  labor  as  is  required  in  the  processes  of  steel  manufbctnre  is  exces- 
sive and  unreasonable,  the  United  States  Steel  Corporation  will  be  yioBipl  to 
make  a  change  in  this  respect,  as  it  has  been  diligent  in  instituting  many 
Improvements  in  the  conditions  of  labor  in  the  industry. 

Think  of  that  situation,  Mr.  C!hairman  and  ^ntlemen.  A  life  to 
which  thousands  and  thousands  of  our  fellow-citizens  have  been  sab- 
jected,  working  7  days  a  week,  12  hours  a  day,  alternated  only  by 
days  of  24  hours  for  the  sake  of  getting  a  single  relief  of  a  day. 
Think  of  that  situation  that  the  members  of  the  Steel  Corporaticn 
and  the  eminent  chairman,  knowing  of  those  facts,  they  having  been 
called  to  his  attention,  are  unable  to  form  a  conception  of  human 
needs  and  human  suffering,  and  have  to  leave  it  to  you,  gentlemen, 
and  to  the  Commissioner  of  Labor,  to  determine  whether  that  is  the 
treatment  to  be  accorded  to  our  fellow  citizens. 

But  not  only  that,  Mr.  Chairman;  Jud^e  Gary  has  made  in  this 
connection  another  statement  that  throws  bght  upon  his  attitude  and 
that  of  the  corporation,  and  which,  to  my  mind,  is  idbsolutely  dis- 
proved by  the  report  of  the  commissioner. 

Judge  Gary  says  this,  referring  to  the  12-hour  day  and  these  ex- 
cessive days  and  hours  of  labor : 

All  of  these  things  grew  np  with  the  history  and  la  large  measure  fnin  the 
ftict  that  the  most  Important  processes  in  the  manufacture  of  sted  are  con- 
tinuous operations  that  must  be  carried  on  throughout  the  whole  24  hours  of 
each  day,  and  without  cessation  each  day,  every  day  of  each  week. 

Let  me  read  to  you  what  the  Coimmissioner  of  Corporations  finds 
in  that  respect : 

Blast-furnace  department  is  the  only  one  of  the  13  departments  where  there 
is  any  metallurgical  necessity  for  continuous  operation,  day  and  night»  thveegii- 
ont  7  days  per  week.  In  industries  other  than  iron  and  steeU  where  con- 
tlnnoiis  operation  is  necessary,  sttcb,  fer  instance^  as  street  railway  and  news- 
paper publishing,  it  is  the  custom  to  carry  a  sufficient  number  of  employees  to 
enable  each  employee  to  rest  one  day  la  aeren. 

And  then  this: 

Tliat  much  of  the  Sunday  labor  which  has  been  prevalent  in  the  steel  in- 
dnfltiy  is  no  more  necessary  than  in  other  IndmstrleB  is  shown  oen<3«livel7 
by  the  fact  that  during  the  tavestigation  made  in  11^10  by  this  boraan  into 
the  condition  of  labor  in  the  Bethlehem  Steel  Workup  the  president  of  the  Stsd 
Corporation  directed  the  rigid  enforcement  of  a  resolution  adopted  three  yean 
previous  cutting  out  a  large  part  of  Sunday  work,  except  in  the  blaat-fUnaee 
department 

Mr.  Young.  Does  that  refer  to  the  president  of  the  Bethldiem 
company  ?    You  used  the  term  "  president  of  the  Steel  Corporatian." 

Mr.  Brandeis.  It  is  "  president  of  the  Steel  Corporation/* 

Mr.  Young.  They  do  not  own  the  Bethlehem  plant  ? 

Mr.  Brandets.  The  statement  of  the  Commissioner  of  Cotporations 
is  this,  that  in  a  prior  investi^tibn  this  fact  of  the  excessive  hoars 
of  labor  was  brought  to  public  attention  and  a  direction  was  given 
by  the  president  of  the  Steel  Corporation  that  a  regulation  adopted 
three  years  previously — a  rule  or  regulation  for  the  mills  whWi  nad 
been  adopted  three  years  previously  and  not  acted  upon — shotodd  be 
acted  upon,  and  that  he  refers  to  as  further  evidence  of  the  fact  Aat 
tliere  was  no  metallurgical  necessity  for  this. 
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Mr.  Ben).  Dqas  the  qommissioiw  say  it  was  not  acted  uponS 

Hn  B«AinNni»  H<i  dms  not;  but  I  will  eall  attention  to  the  evi- 
dtfMss,  tlKHigh  not  at  this  point;  I  will  call  attention  to  exactly  what 
he  states  in  re^rd  to  it. 

Mr,  Yoxnra.  18  it  your  oontentioii  that,  notwittifltanding  that  order 
of  the  prandant  of  the  steel  eompany,  things  haTie  gone  on  just  as 
befcorel 

Mr.  Brandsis.  They  have  gone  on  practically  in  the  same  way, 
and  it  is  only  during  a  comparatively  Tew  months  an  efFoit  has  been 
made  in  certain  isolated  instanoes^  as  the  commissioner  mentions,  to 
remedy  that  evil. 

The  effort  has  been  the  result  of  the  public  criticism  which  bemn 
in  some  respects,  or  in  the  main,  with  the  investigation  undo^aken 
by  the  Bnssel  Sage  Fonndation,  at  Pittsburgh,  under  the  name  of 
"  The  &rvey,"  which  was  made  jmblic  by  artiolesr  prepared  by 
John  A.  Fitch,  who  conducted  the  investigation  in  relation  to  the 
steel  works,  and  which  has  been  commented  upon  in  various  ways 
since. 

But  ncdiing  waa  done,  even  up  to  this  day,  that  is  very  material, 
and  from  the  point  of  view  to  which  I  am  calling  attention  nothing 
whatever  has  been  corrected ;  that  is,  nothing  that  would  be  of  sig- 
nificamee;  because  1  dk»re,  in  eallinff  these  matters  before  you,  not 
mevel;^  lo  bring  your  attention  to  the  terrible  suffering  of  our  fel- 
low eitisKns  am  tiM  result  which  they  will  have  upon  all  of  our 
people^  bat  I  want  yon  to  see,  as  I  will  later  endeavor  to  point  out, 
just  what  the  cause  of  that  condition  has  been,  and  to  call  your 
attention  to  am  t fknt  to  remove  the  cause  and  not  merdy  ^e  mani- 
ieatetien  of  a  wroju  that  esdats. 

But  heie,  see  thial  Jadf^  Gary  is  here  waiting,  in  regard  to  that 
l^htmr  day,  to  sea  what  the  constituted  authorities  of  the  United 
Stetea  say  should  be  done,  and  while  he  is  waiting  for  that  l^is 
vtry  steel  indwtry,  opefoling,  as  they  are  supposed  to  operate,  under 
oonditions  isr  ms  nTombli  than  ours,  has  oeen  able  to  eliminate 
allMettier 

The  CKAsniAN  (iatevposing).  Mr.  Brandeis^  it  is  not  possible  that 
any  foreign  country  anywhere  ever  did  anything  for  a  laborer  that 
is  not  dene  by  our  AmertcMi  industries,  who  are  instituted  and  pro- 
tected in  the  name  of  those  kborersf  You  are  surely  mistaken  about 
thalt 

Mr.  BsAinngia.  Hafoftnnately,  Mr.  Chairman,  I  am  not  mistaken 
ID  this  respect,  and  I  will  ^ideavor  to  call  ymr  attention  in  a  fi9W 
words  to  the  condition  of  the  worker  in  the  steel  indii0tr3r  in  England. 

Let  Bie,  in  answer  to  Mr.  Beed's  suggestion  and  the  inquiry  from 
Ihe  coandttee,  jmt  call  attention  to  this :  I  was  speaking  specifically 
at  the  7-day  lab<»«r  ef  13  hours  a  day.  In  addition  to  tnat  12-hour- 
Br^sy  7-day  laborer,  ae  to  wikich,  under  the  prodding  of  this  crit- 
icism, tiieie  have  been  sone  effoits  or  some  starting  of  the  making 
eif  a  ehaoige,  there  ia  a  vast  amount  of  Ifi-hour-a-da^r  6-day  labor,  and 
IB  respect  t»  thai  I  want  to  read  what  the  Commissioner  of  Corpora- 
tions says  in  his  report,  which  he  declares  to  be  applicable  as  of 
December,  tUl,  and  eonatquentiy  very  recent  evidence: 

HoQUng  baa  been  doee  by  tbe  manufactnrer,  nor  h&re  any  proposals  been 
B»Aa  1»  leaam  tbe  i^ropeitioa  of  men  worklna  7^  boors  or  more  per  week.  It 
wae  teind  In  Ible  ter«ti0Dittom  tbat  49  per  cent  of  the  178,000  employees  ia 
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the  iron  and  steel  industry  were  working:  at  least  72  hours  per  week,  or  12 
hours  per  day,  for  6  days  a  week.  This  proportion  remains  unchanged,  being 
unaffected  by  the  plan  to  give  the  men  who  are  working  81  hours  per  week  1 
day  of  rest  in  7. 

Compare  that  situation  reported  upon  by  the  Commissioner  of 
Labor  with  the  situation  whidi  was  attained  by  tiie  English  worker, 
certainly  as  early  as  1906,  because  it  appears  in  a  report  to  the  Board 
of  Trade  of  that  date. 

The  hours  of  labor  in  the  EnffUsh  industry  are  not  the  same  in  all 
the  different  establishments.  They  Vary  in  part  in  different  parts  of 
the  country.  But  the  average  hours  of  labor  of  the  steel  worker  in 
England  are  55.2  hours  per  week.  In  some  of  the  districts  the  aver- 
age hours  of  labor  are  about  61.2  hours  per  week.  In  other  districts 
the  average  is  61.2  hours  per  week,  beinff  about  eauaUy  divided  in  tiie 
country  between  these  longer  hours  vmidi  reacui  an  average  of  10 
hours  a  day  for  6  days  in  the  week  and  those  shorter  hours,  whi<^ 
are  a  little  more  than  8  hours  a  day. 

This  supposed  metallurgical  necessity  of  continuous  operation  exists 
quite  as  well  in  England  as  it  does  in  America,  and  thej  manuftictnre, 
as  I  understand  it,  iron  and  steel  which  does  not  differ  in  quality 
from  that  manufactured  here.  They  have  found  by  a  verv  simple 
arithmetical  propositi^  the  possibility  of  taMng  care  of  that  am- 
tinuous  operation  by  dividing  the  24  hours  into  8  periods  of  8  hoars 
each  instead  of  dividing  the  24-hour  day  in  two  shirts ;  and  they  have 
been  able  to  meet  the  proposition  of  Sunday  labor  by  providing  other 
persons  to  work  on  that  day. 

The  problem  in  the  steel  industry  is  not  different  from  the  problem 
in  a  great  many  o^er  industries.  I  am  sure  Mr.  McGillicuddy,  of 
Maine,  is  very  familiar  with  the  paper  industry  in  Maine  and  knows 
very  weU  as  to  the  tour  workers — m  this  very  period  in  which  the 
Steel  Corporation  has  been  groping,  or,  if  not  gtoping,  has  been  liv- 
ing in  the  dark  as  to  what  humanity  required— the  people  of  Maine 
have  b€«n  able  to  determine  that  the  12-hour  shift  in  the  P&per  mills 
shall  be  changed,  and  that  they  have  3  tours  a  day  instead  of  2  tours, 
and  the  paper  industry  proceeds,  at  least  so  far  as  quality  is  oon- 
cemed,  as  wdl  as  it  dia  before. 

There  is  a  condition  to  which  these  steel  workers  have  been  sub- 
jected and  which  I  submit  is  absolutely  inconsistent  with  the  welfare, 
not  only  of  them,  but  of  our  country.  What  does  it  mean?  Does  it 
not  mean  absolutely  and  certainly  that  these  thousands  upon  thou- 
sands of  people  are  deteriorating  and  bringing  about  a  degeneration 
of  the  race  ?    Can  it  be  otherwise  ? 

The  Chairman.  At  that  point,  not  to  interrupt  you,  because  I 
am  deeply  interested,  I  have  heard  there  was  a  public  necessity  for 
this  change  in  Great  Britain  which  does  not  exist  in  this  country. 
They  have  a  custom  there  of  pensioning  the  derelicts  of  labor  when 
the  excessive  exactions  of  this  racking  Dusiness  have  rendered  their 
bodies  no  longer  able  to  endure  this  hard  labor,  and  that  was  in  the 
form  of  a  pension  which  fell  upon  capital  and  was  maintained  by 
taxation. 

In  this  country,  as  I  undei*stand  it,  those  derelicts,  usually,  I  be- 
lieve, at  somethmg  like  the  age  of  40,  fall  upon  their  immediate 
families.  They  are  maintained  by  the  children  who  are  still  able  to 
labor,  and  we  are  fortunate,  perhaps,  so  far  as  our  capital  is  con- 
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K^erned,  in  not  bein^  under  the  same  necessity  to  care  for  those  who 
are  exhausted  by  the  demands  of  this  character  of  labor  that  does 
not  exist  in  England. 

Mr.  Reed.  Ox  course  the  chairman,  in  making  that  statement 
or  asking  that  question,  does  not  mean  to  refer  to  the  Steel  Corpo- 
xation,  which,  of  its  own  accord,  has  established  a  pension  plan  for 
its  own  employees! 

Mr.  Bkandeis.  If  you  will  permit  me,  Mr.  Chairman,  to  take  up 
Mr.  Reed's  reference  to  the  pension  plan  and  your  own  statement  in 
regard  to  the  matter  of  pensions  a  little  later,  I  will  devote  myself 
for  a  moment  to  that  otn^r  branch  of  the  inquiry,  to  which  I  am 
•extremely  glad  you  called  att^tioh,  and  that  is  the  effect  upon  these 
individuals. 

It  has  been  stated,  and  there  seems  to  be  much  evidence  to  sup- 
port it,  that  such  a  life  as  this  makes  a  man  old  at  40.  The  aston- 
ishing thinff  is  that  they  should  live  until  40.  I  think  thev  must  be 
of  peculiarly  hardy  build  and  of  excellent  constitution  to  be  able  to 
istand  such  a  life  as  they  do  and  to  work  until  40  years. 

But  it  is  not  merelv  the  dependence  of  that  individual,  it  is  not 
merely  the  fact  that  he  becomes  a  useless  individual  and  a  burden 
to  his  family  at  40,  it  is  the  fact  that  he  is  the  father  of  a  family 
4md  transmitting  through  another  generation,  and  perhaps  through 
many  generations,  the  evil  weaknesses  and  the  degeneration  which 
have  come  to  him  through  the  life  to  which  he  has  been  subjected — 
-and  it  is  not  merely  that;  the  degeneration  is  not  merely  physical; 
it  is  a  degeneration  which  is  moral  as  well,  and  how  could  it  be 
otherwise?  I  ask  you,  gentlemen,  to  rememoer  that  these  persons, 
liowever  they  may  differ  from  us  in  race  or  in  their  habits  of  living, 
are  individuals.  Imagine  what  would  be  our  condition  if  we,  7  days 
a  week,  undertook  to  work  12  hours  a  day. 

I  submit  there  is  only  one  thing  in  which  we  could  find  relief, 
and  that  is  in  some  f orm^  of  dissipation.  We  could  resort  to  it,  and 
when  you  look  into  the  lives  of  these  men  you  will  find  how  nearly 
allied  they  are  to  us.  because  they  resort  to  precisely  that  thing. 

Mr.  Fitch  has  called  attention  to  the  fact  of  the  use  of  liquor  and 
to  the  expenditures  of  these  men  for  liquor  after  pay  day.  In  a 
single  city  it  appears  that  these  liquor  dealers  have  gathered  to- 
gether at  pay  day  from  the  hard-earned  wages  of  these  people  from 
^0,000  to  $60,000.  which  amount  is  deposited  in  banks  by  the  liquor 
dealers  after  the  lapse  of  a  day  or  two  from  the  paying  off  of  the 
men. 

What  does  that  mean?  It  does  not  mean  merely  the  waste  of 
that  money,  but  it  means  there  is  going  on  a  moral  degradation  of 
those  persons  and  of  persons  connected  with  them.  It  is  not  true, 
Mr.  Cnairman,  that  the  burden  is  borne  wholly  by  their  families — 
fortunately  it  is  not.  It  is  borne  by  the  community.  This  indus- 
try, in  making  these  derelicts,  in  creating  widely  this  demoraliza- 
tion which  comes  from  subjecting  its  workers  to  such  conditions, 
proves  itself  in  the  strongest  way  to  be  a  parasitic  industry.  It  is 
not  merely,  as  you  called  attention,  Mr.  Cnairman,  the  fact  we  are 
protecting  this  corporation  by  a  tariff,  by  a  duty,  supposed  to  be  in 
the  interests  of  American  workingmen.  We  are  bearing  a  part  of 
its  burdens  also,  the  rest  of  the  community,  by  paying  now  and  pay- 


Si842  UKITBD  STATES  8TVBL  OOBPQBAXION. 

iBg  herenfter  the  taxes  which  go  to  support  tho«e  who  have  been 
made  paupers  thereby* 

Mr.  Carnegie  has  said  at  various  times  this  steel  business  is  a  busi- 
ness, as  it  was  before  this  trust  steadied  the  conditions  of  business, 
that  was  a  case  of  feast  or  famine,  of  prince  or  pauper.  The  condi- 
tion to-day,  as  it  has  been  in  the  hist  10  years,  of  this  corporation 
has  been  a  condition  of  prince  and  pauper,  because  that  is  what  they 
have  been  doing  to  these  people;  and  does  not  this  life  necessarily 
make  paupers  of  them?  It  makes  degenerates.  It  makes  peopfe 
from  whom  all  the  ability  to  work  and  all  the  abilitv  to  develop  as 
American  citizens  ou^t  to  develop  is  necessarily  driven  out — ^not 
onlv  from  them,  but  their  children  and,  to  a  certain  extent,  their 
children's  children. 

The  Chaibman.  I  have  heard,  Mr.  Brandeis^  and  have  seen  it  in 
the  statement  of  Mr.  Fitch,  and  I  saw  it  again  reiterated  in  your 
statement,  that  the  steel  worker  is  through  practically  at  about  40 
years  of  age.  I  am  still  unprepared  to  accejpt  that  statement.  It 
seems  to  me  incredible.  My  people^  before  the  war,  were  slave 
owners.  I  always  abhorred  the  institution  of  human  slavery — we 
had  an  idea  their  lot  was  particularly  hard — ^but  the  slave  was  at 
hisprime at  40. 

Have  you  investigated  that,  Mr.  Brandeist 

Mr.  Brandcis.  I  have  not  made  anv  special  investigation,  Mr. 
Chairman,  of  that  condition ;  but  as  a  former  native  of  Kentucky  I 
have  some  knowledge  of  slave  conditions  as  they  existed,  and  I  thuxk 
there  is  a  very  simple  answer  to  it 

The  institution  was  socially  and  economically  wrong,  but  it  had 
elements  in  it  b^  which  it  was  mitigated  so  far  as  sudi  an  institu- 
tion could  be  mitigated,  by  the  personal  relations  of  men  to  their 
dependent&  This  situation  would  only  have  been  possible  through 
the  terrible  absentee  landlordism  which  prevailed. 

Mr.  Young*  But,  Mr.  Brandeis— ana  this  is  a  very  important 
thin£,  and  I  agree  with  you  entirely  as  to  the  impropriety  pf  n:ien 
worSng  &4  hours  a  week— but  do  you  mean  to  state  it  as  a  faot  ti^t 
these  men  do  generally  break  down  by  the  time  they  reach  the  age 
of  40?    Is  that  a  f actl 

Mr.  BiUNDEis.  I  do  not  state  it  as  a  fact  they  do  generally  break 
down  at  40.  I  am  informed  that  a  very  large  numl^r  of  them  be- 
come old  men  at  40,  and  my  surprise  is  that  iney  should  not  become 
old  men  earlier,  because,  knowing  something  as  to  what  it  is  possi- 
ble for  men  to  do,  particularly  under  the  conditions  in  which  these 
men  live,  it  seems  to  me  almost  inconceivable  that  they  should  main- 
tain their  powers. 

Answering  further  your  question  and  that  which  the  chairman 
has  put.  see  what  the  difference  is  in  the  relation  of  the  slave  owner 
to  the  slave  and  of  this  corporation  to  its  employees.  I  say  you  had, 
in  the  first  place,  that  personal  relation  which  grew  up  with  men 
and  women  and  children  who,  to  a  very  larse  extent.  Uvea  from  their 
birth  to  their  death  with  the  families.  It  was  not  always  sO|.of 
course,  but  in  a  very  great  many  instances  it  was.    You  had  mat 

EBrsonal  relation  of  oompanionship.    You  had,  above  all,  the  condi- 
ons  that  the  slave  owner  came  daily  in  contact,  personal  contact^  or 
to  a  very  large  extent  in  personal  contact,  with  the  individual,  ana  if 


XrSTJXiD  STATES  STSBL  COiUPOIUTION.  284S 

he  was  human  it  was  impossible  for  him  to  be  otherwise  than  human 
to  his  slaves. 

On  the  other  han49  the  owners  of  this  Steel  Corporation  are  in  the 
position  of  the  absmtee  landlords  in  Ireland,  it  has  produced  a 
condition  in  regard  to  these  workers  exactly  comparable  to  the  land- 
rant  conditions  which  almost  destroy  the  happiness  and  the  lives  of 
the  Irish  people. 

The  Steel  Corporation  has  been  consistently  strenuous  in  its  efforts 
to  tell  the  public  that  its  stocks  are  held  by  tens  and  possibly  hun- 
dreds of  tnousands  distributed  throughout  the  coimtry.  To  my 
mind  that  is  one  of  the  most  serious  pr(H)lems  of  this  whole  Question. 
That  division  of  stock  creates  a  condition  of  absentee  landlordism. 
Thousands  upon  thousands  of  individuals,  with  small  amounts  of 
stock,  have  absolutely  no  control,  and  consequently  can  not  feel  any 
responsibiUty  for  what  is  being  done  by  that  corporation,  but  are 
receiving  the  benefits  of  it. 

Mr.  Reed.  Including  80,000  employees,  Mr.  Brandeis. 

Mr.  Bbandeis.  I  wiU  come  to  that  a  little  later. 

But  when  you  take  these  individuals,  the  great  evil  is  that  these 
absolutely  irresponsible  people  have  no  interest  other  than  the  in- 
terest for  a  dividend  or  an  increased  dividend  and  that  the  man- 
agers of  this  corporation  stand  in  the  same  position  as  the  stewards 
and  bailiffs  of  the  Irish  estates,  who  feel  it  absolutely  essential  to  the 
maintenance  of  their  position  and  power  that  they  should  make 
those  dividends,  that  they  should  make  those  profits. 

That  is  the  position,  and  in  that  respect  it  differs  very  widely 
from  the  position  of  the  ordinary  slaveholder. 

Bat  that  is  not  all,  Mr.  Chairman.  Here  is  another  thing :  Every 
slave  was  regarded  as  a  piece  of  valuable  property.  It  was  the 
exceptional  man  who  allowed  either  his  necessities  or  his  brutal 
aatm  or  his  temper  to  so  treat  his  slaves  as  to  render  them  tnoono- 
petent  and  destroy  the  property  which  he  had. 

l%e  CiuxBMAV.  A  good  blacksmith  slave  was  worth  about  two 
er  three  thousand  debars. 

Mr.  Bhandbis.  Yes;  and  many  a  slave  who  had  ncme  of  that 
special  skill  was  worth  a  thousand  dollars. 

From  a  pure  self-interest  the  slave  owner  would  not  destroy  his 
property  any  more  than  he  would  destroy  his  animals.  We  Ken- 
tQeUans  always  had  a  great  fondness  for  horses*  and  we  knew  that 
one  of  ihe  first  things  to  do  to  a  horse  was  to  taloe  care  of  him,  and 
they  do  that  all  over  the  country  because  the  horse,  aside  from  any 
affection  that  we  might  have  for  him,  is  a  valuable  asset — and  the 
slave  was  a  valuable  asset.  But  these  workmen  are  not  valuable 
assets.  They  are  paid  as  they  go  along,  and  when  they  cease  to  be 
valuable,  during  all  these  years,  they  have  been  turned  off.  There 
is  a  pension  syrtem,  and  I  wiU  come  to  that  a  little  later,  but  it  is  a 
very  recent  pension  system,  established  January  1,  1911. 

I  say  that  all  they  did  was  to  turn  them  off.  They  went  upon  the 
scrap  heap,  but  without  that  penalty  or  cost  which  comes  to  the 
owner  in  turning  a  machine  upon  the  scrap  heap,  because  every 
machine  was  paid  for  its  full  value,  and  these  men  are  not  paid 
their  full  value;  they  have  been  paid  for  the  value  of  their  use — 
and  the  depreciation  charge  has  not  been  paid. 
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But  what  is  more  than  that,  when  it  oomes  to  the  value  of  the 
use,  I  want  to  have  something  to  say,  based,  as  it  is,  upon  the  report 
of  the  Commissioner  of  Labor. 

There  has  arisen  in  the  conmiunity,  partly  for  historical  reasons 
and  partly  no  doubt  because  of  the  successful  publicity  bureau  of 
tiie  Steel  Corporation,  the  idea  that  the  steel  worker  is  well  paid. 
Mr.  Underwood,  in  his  report  on  the  steel  duties,  has  brought  out 
the  fact,  which  is  fully^  confirmed  by  the  report  of  the  Commis- 
sioner or  Labor,  that  this  idea  that  the  steel  worker  is  well  paid  is 
one  of  the  fallacies  which  exists  in  respect  to  the  condition  oi  labor. 
Ijet  us  see  what  he  finds 

The  Chairmak.  Is  that  notion  that  the  steel  worker  is  wdl  paid 
due  in  any  degree  to  the  tradition  that  would  naturally  follow  m>m 
prices  once  paid  to  the  ironworkers  in  the  days  of  the  old  rolling 
mill  and  the  nail  makers  and  the  like  of  that? 

Mr.  Bbakdeis.  That  is  what  I  referred  to  when  I  spoke  of  it  as 
being  in  part  a  tradition  from  history.  The^  undoubteoly  were  well 
paid  in  larse  part  at  one  time.  That  was  a  timis  when  the  large  part 
of  the  worlers  were  skilled  workers,  and  also  at  a  time  when  there 
existed  among  the  workers  an  organization  of  which  I  will  speak 
later. 

But  at  the  present  time  about  65  per  cent  of  the  workers  in  tliis 
trade  are  imskilled  workers,  and  the  rate  of  pay  which  these  un- 
skilled workers  receive  is  such  that  I  believe  no  man  familiar  with  it 
will  call  it  sood  payment  or  proper  compensation  for  men  perform- 
ing the  work  which  they  periorm. 

Mr.  Beed.  Li  connection  with  the  chairman's  inquiry  a  moment 
ago  as  to  whether  Mr.  Brandies  had  made  personal  mvestigation  of 
tms  old-age-at-40  theory,  I  would  like  to  have  the  chairman  ask 
the  witness  whether  he  has  made  personal  investigation  of  any  of 
these  matters,  or  whether  he  takes  his  information  from  these  reports 
he  has  mentioned. 

Mr.  Brandeis.  My  information  upon  these  matters,  Mr.  Chairman, 
so  far  as  any  statement  of  fact  is  concerned,  is  based  entirely  upon 
tiie  reports  of  the  Government  investigation,  our  own  Commissicmer 
of  Labor,  the  Commissioner  of  Corporations,  so  far  as  he  has  entered 
upon  the  subject,  certain  reports  like  that  of  Mr.  Underwood,  and 
the  quotations  contained  therein,  and  very  largelv  upon  the  work 
of  Aur.  John  A.  Fitch,  of  the  Russell  Sage  Founaation,  who  made 
the  personal  investigation  of  this  Steel  Corporation  and  who,  I  trust. 
Mr.  Chairman,  the  committee  will  subpoena  and  have  come  here,  be- 
cause I  know  of  no  single  individual  who  is  so  competent  to  lay  be- 
fore the  committee  the  facts  in  this  respect. 

Betuming  now  to  the  question  of  earnings,  I  want  to  turn  to  the 
report  of  the  Commissioner  of  Labor,  where  he  gives,  on  paffe  9,  a 
summary  of  the  earnings  in  the  blast  furnaces.  These  data  rdate  to 
24,722  employees 

Mr.  Young  (interposing).  Does  it  state  at  what  point? 

Mr.  Brandeis.  At  176  blast  furnaces. 

Mr.  Young.  These  are  all  blast-furnace  employees? 

Mr.  Brandeis.  These  are  all  blast-furnace  employees. 

Mr.  Young.  Makers  of  pig  iron  ? 
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Mr.  Brakdeis.  Yes;  on  this  particular  point  to  which  I  am  now 
calling  your  attention. 

Of  the  24,722  blast-furnace  employees  included  in  this  report,  12.26 
l)er  cent  earned  between  12  and  14  cents;  16.96  per  cent  earned  be- 
tween 15  and  16  cents  per  hour 

Mr.  Young  (interposing).  Are  these  the  men  that  work  84  houi-s 
a  week! 

Mr.  Brandeis.  87.88  per  cent  of  them  work  that  time. 

Mr.  Reed.  You  mean  they  work  that  time,  or  they  are  on  duty  that 
time  f 

Mr.  Brandeis.  I  say  they  work  that  time,  because,  as  the  Commis- 
sioner of  Corporations  findis,  these  men  work  practically  all  the  time, 
although  part  of  that  work  does  not  consist  m  actual  physical  work 
during  the  period;  just  as  the  machine  tenders  in  the  paper  mill, 
who  are  now  relieved  from  working  more  than  eight  hours  a  day, 
have  work  which  consists  very  largdy  in  watching  the  machine  ana 
not  in  doing  physical  toil  while  they  are  engaged  on  duty. 

Mr.  Beed.  In  order  that  the  chairman  may  appreciate  my  reason, 
I  may  say  that  it  is  already  in  evidence  bexore  the  committee  that 
these  blast  furnace  men  actually  have  to  toil  four  hours  out  of  the 
twelve,  and  that  rooms  are  provided  for  them  to  rest  during  the 
other  eight  hours. 

Mr.  Brandeis.  Perhaps  this  may  be  the  proper  place  for  me  to 
read 

The  Chairman  (interposing).  I  do  not  care  to  testify  in  this  case, 
but  I  have  visited  those  blast  furnaces,  and  I  am  inclined  to  believe 
that  that  evidence  which  you  had  before  this  committee,  Mr.  Reed,  that 
men  employed  for  12  hours  a  day  are  only  expected  to  work  four,  and 
the  rest  of  the  time  have  nothing  to  do,  needs  explanation.  It 
strikes  the  chairman  they  would  hardly  pay  men  for  eight  hours  in 
which  they  had  absolutely  nothing  to  do.  It  would  pay  them  to  let 
those  men  go  fishing,  it  would  seem  to  me. 

Mr.  Brandeis.  Let  me  read  what  the  Commissioner  of  Corpora- 
tions states  on  that  subject,  which  perhaps  may  give  the  explanation, 
Mr.  Chairman,  which  you  have  in  mind. 

The  Commissioner  of  Corporations  in  that  regard  said : 

During  the  InveBtlgatlon  those  In  charge  of  the  plant  have,  In  their  discussion 
with  repreeentatlvee  of  the  bureau,  frequently  emphasized  the  fact  that  the 
men  working  these  very  long  hours  are  not  kept  busy  all  the  time.  To  a  con- 
siderable extent  this  is  perfectly  true;  but  the  employees  In  question,  during 
the  entire  period,  are  on  duty  and  subject  to  orders.  They  are  not,  except  in 
rare  Instances,  allowed  to  leave  the  plant.  It  can  not  be  overlooked  that  it  is 
not  simply  the  character  of  the  continuity  of  the  work,  but  the  fact  that  with 
80  long  a  working  day,  the  greater  part  of  the  employee's  working  hours  Is 
q)ent  on  duty  in  the  mills,  which  is  of  significance  to  the  worker  and  his  family. 

The  Chairman.  At  that  point,  Mr.  Brandeis,  I  have  investigated 
and  visited  these  mills,  and  have  noted  that  the  men  are  not  con- 
tinually engaged  in  work  requiring  physical  exertion,  but  that  condi- 
tion also  prevails  in  the  cotton  mills,  where  they  are  expected  to  tie 
a  string  at  certain  intervals,  or  at  looms  where  they  are  expected  to 
attend  the  loom  when  it  runs  out  of  yarn,  and  they  work  perhaps 
not  one-fifth  of  the  time,  but  are  actually  engaged  in  tending  the 
looms,  and  they  must  be  in  the  mill  all  the  time,  and  the  mill  owners, 
as  a  rule,  I  think,  consider  they  are  at  work. 


3846  UNIT&D  BtATfiS  0XBBL  GOEFOBATION. 

In  other  industries  the  work  is  usually  computed  at  the  number 
of  hours  a  man  is  employed,  measuring  his  actual  employment  by 
the  time  for  which  he  is  paid. 

I  would  like  to  get  at  the  facte  in  that  case,  if  those  men  are  beiiijg 
paid  for  work  they  do  not  do,  because  the  committee  and  the  public 
are  entitled  to  know  if  that  is  the  case. 

Mr.  Brandeis.  I  think  the  report  of  the  Commissioner  of  Oorpo* 
rations  is  very  clear  upon  that  point,  as  further  illustrating  the  point 
which  the  chairman  has  made. 

You  may  recall  that  classic,  instance,  or  rather  the  instance  which 
has  become  classic,  of  the  loading  of  pi^  iron,  which  Frederick  W. 
Taylor  called  attention  to — how,  by  showmg  the  man  how  to  load  pig 
iron,  and  observing  what  the  proper  periods  of  rest  were,  the  pro- 
duction of  the  individual  man  in  loading  increased  from  12.5  tons 
per  dav  to  47  tons  per  day. 

He  nnds,  in  order  to  produce  these  47  tons  carried  a  day,  which 
was  nearly  four  times  tne  amount  previously  carried,  that  a  man 
has  to  rest  42  per  cent  of  the  time.  He  was  working,  in  one  sense,  all 
the  day ;  but  he  was  not  working  ev^*y  minute  and  every  second  of 
time,  walking  to  and  fro.  No  human  being,  or  courw,  could  do  that. 
That  is  true  in  every  industry,  and  particularly  in  the  industries 
where  machines  worK,  and  where  the  employee  is  attending  a  ma- 
chine in  some  part.^ 

Mr.  YouNO.  It  is  claimed  that  during  the  hours  these  men  do 
work — actually  labor,  I  mean — ^their  exertion  is  excessive  and  re- 
quires excessive  physical  exertion  ? 

Mr.  Brandeis.  I  believe,  and  on  this  matter  Mr.  Fitch  will  giye 
you  every  definite  detail,  in  regard  to  a  large  part  of  the  men — ^I 
am  not  drawiiig  particular  percentages  at  the  moment — ^there  has 
been  very  great  complaint,  and  I  can  refer  you  to  some  data  on 
it  if  you  desire,  that  the  men  have  been  speeded  up,  and  that  the 
effort  has  been  excessive;  that  is,  the  complaint  has  been  not  merely 
that  men  were  on  duty  a  very  long  period  of  time,  but  that  while 
they  were  on  duty — I  do  not  mean  continuously,  but  during  such  por- 
tions of  the  time  when  they  were  actively  working — the  methods 
introduced  of  speeding  up  have  tended  to  neater  exhaustion ;  but  I 
submit,  and  I  think  the  data  submitted  by  the  Commissioner  of 
Labor,  and  which  Mr.  Fitch  will  amplify,  fully  establish  the  fact 
that  under  no  conditions  could  men  work  12  hours  a  day,  not  only 
seven,  but  six  days  a  week  and  retain  their  health,  their  working 
powers,  and  perform  the  duties  to  their  families  and  to  their  State. 
^  Mr.  xouNO.  Have  you  any  information  as  to  about  what  propor- 
tion of  these  12  hours  they  are  engaged  in  active  labor?  There  has 
been  some  testimony,  as  Mr.  Eeed  stated,  that  it  was  only  about  4 
hours  out  of  the  12. 

Bight  there  let  me  say  that  whether  a  man  ^ould  be  employed  in 
anjr  wav  12  hours  or  not  is  one  Question,  and  it  must  be  evident  that 
their  physical  exertion  during  tne  most  of  that  time  is  very  great, 
the  danger  to  their  health  is  very  much  greater  than  if  the  exces- 
sive exeHion  were  confined  to  a  small  part  of  that  time. 

Mr.  Brandeis.  That  is  absolutely  true. 

Mr.  YouNo.  So  it  becomes  very  important  to  know  about  what 
portion  of  the  time  they  have  to  labor  excessivdy. 
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Mr.  Brandeis.  I  think  it  is  important;  but  I  think  it  also  is  per- 
fectly clear  that  there  are  no  conditions  of  labor  under  which  Ameri- 
can citizens  can  be  allowed  to  work  12  hours  a  day  for  7  days  iA  the 
week  consistently  with  the  welfare  of  their  cotmtry,  wholly  riegard- 
less  of  themselves. 

Mr.  Young.  That  was  not  the  question  I  was  raising,  of  course. 

Mr.  Brandeis.  I  can  furnish  you  and  shall  be  very  glad  to  fur- 
nish you  data  which  will  by  no  means  be  complete,  but  illustrative 
as  to  the  intensity  of  the  work  and,  to  a  certain  extent,  as  to  the 
length  of  time ;  but  no  such  data  can  be  complete  because  the  condi- 
tions vary,  and  the  conditions  of  the  needs  of  the  men  to  work  vary. 

For  instance,  take  a  little  different  line  of  industry ;  take  the  ma- 
chine tender  in  a  paper  mill.  The  amount  of  time  out  of  the  eight 
hours  which  he  now  spends  that  he  is  actually  working  depends  on 
how  well  his  machine  runs.  He  may  have  an  awful  time  during  one 
period  of  eight  hours,  and  during  another  period  of  eight  hours  on 
a  single  run  he  may  have  nothing  to  do  but  keep  awake,  practically. 

Mr.  Young.  But  there  is  a  general  average  you  can  usually  strike. 

Mr.  Reed.  There  is  more  regularity  in  a  blast  furnace  than  in  a 
paper  mill. 

Mr.  Brandeis.  There  may  be  more  regularity,  but  the  conditions 
of  work  in  a  blast  furnace  are  horrible  as  compared  with  the  almost 
ideal  conditions  of  work  in  our  better  paper  mills  in  the  machine 
room. 

I  emphasize  it,  because  I  say  under  no  conditions  conceivable  can 
American  citizens  be  allowed  to  be  subjected  to  those  conditions  of 
labor  for  any  length  of  time.  Any  of  us  might  work  12  hours  a  day 
and  7  days  for  a  suflBciently  limited  time  and  in  emergency ;  but  only 
in  an  emer^ncy.  There  are  very  few  of  us  who  are  at  all  advanced 
in  years  who  would  not  suffer  even  from  that  work  for  a  few  weeks. 

When  1  came  to  this  digression  as  to  intensity  and  length  of  time 
of  work  I  was  speaking  of  the  amount  of  earnings.  I  was  giving 
the  earnings  at  rrom  12  to  14  cents  an  hour  for  12.26  per  cent;  of 
from  14  to  16  cents  an  hour  for  16.96  per  cent ;  of  from  16  to  18  cents 
for  37.51  per  cent ;  and  from  18  to  20  cents  an  hour  for  13.7  per  cent 

There  you  have  over  80  per  cent  of  these  workers  in  the  aggre- 
gate.   None  of  them  receive  more  than  20  cents  an  hour 

Mr.  Reed  (interposing).  This  morning  I  got  a  copy  of  the  abstract 
of  this  report  from  the  Commissioner  of  Labor,  and  I  noticed  the 
statement  that  23  per  cent  earn  more  than  25  cents. 

Sir.  Bbandeis.  In  the  blast  furnace? 

Mr.  Reed.  Of  these  employees. 

Mr.  Brandeis.  You  have  forgotten  I  was  discussing  the  blast- 
furnace people. 

Mr.  Reed.  Oh,  you  were  only  talking  of  the  blast-furnace  em- 
ployees? 

Mr.  Brandeis.  That  is  all  at  this  time. 

Mr.  Steruno.  Are  the  blast  furnaces  where  the  severest  labor  is 

required  ? 

Mr.  Brandeis.  I  do  not  know  whether  the  severest  labor  is  re- 
quired  

Mr.  Sterling  (interposing).  Also,  what  is  counted  highly  skilled 

labor  in  the  blast  furnace  ? 


2848  UNITED  STATES  STEEL  OORPOKATION. 

Mr.  Brandeis.  The  blast  furnace  is  the  place  ^here  the  largest 
number  of  men  work  12  hours  a  day  7  days  in  the  week.  I  was 
calling  attention  to  that,  because  there  were  87.88  per  cent  of  them. 
I  wanted  to  turn  to  this  Question  in  connection  with  the  statement  of 
Judge  Gary  as  to  why  tnese  men  wanted  to  work  12  hours  a  day^ 
because  he  said  that  many  of  them  did.  Let  me  read  to  you  what  he 
says 

Mr.  Stehlino  (interposing)^  Does  it  require  a  long  period  of 
training  to  make  men  competent  to  do  this  work  in  these  blast 
furnaces? 

Mr.  Brandeis.  I  have  stated  that  65  per  cent  of  the  labor  is  un- 
skilled labor,  and  I  can  be  able  to  give  you  the  exact  data  in  refifard 
to  all  the  classes  and  the  wages  of  each  dass  in  per  cent  I  wiQ  be 
glad  to  do  that  later. 

But  what  I  say — ^and  it  is  an  important  point— is  this :  These  men 
are  American  citizens,  and  we  have  jgot  to  consider  what  the  effect 
of  this  industry  is  upon  these  American  citizens  and  upon*  the  rest 
of  us  throufi'h  them. 

Let  me  3iow  you  what  the  effect  is — ^I  am  not  referring  now 
merely  to  the  blast-furnace  men,  but  to  men  generally. 

Mr.  Sterling.  I  did  not  want  to  call  your  attention  away  from 
that  statement  of  Judge  Gary's  which  you  were  about  to  read.  I 
would  like  to  hear  that,  Mr.  Brandeis. 

Mr.  Brandeis.  He  said: 

At  yarious  places  our  abolition  of  seven-day  labor  was  opposed  by  the  men, 
because  It  decreased  their  earnings,  and  the  same  opposition  would  probably  be 
encountered  In  a  reduction  of  the  dally  hours  of  labor. 

That  is  the  statement  to  which  I  wanted  to  refer.  I  want  to  in- 
quire why  these  men  work  12  hours  a  day,  aside  from  the  fact  that 
tnat  is  the  rule  of  the  industry,  and  why  any  man  should  object? 

Mr.  Sterling.  On  that  point,  Mr.  Brandeis — ^although  you  may 
intend  discussing  it — I  have  seen  statements,  though  I  can  not  give 
authorities,  to  the  effect  that  tests  have  shown  that,  as  a  rule,  men 
could  accomplish  as  much  in  8  hours  as  they  could  in  10  hours, 
taking  it  for  a  long  period  of  time.  Do  you  know  of  any  experiment 
of  that  kind » 

Mr.  Brandeis.  I  do;  an  extremely  interesting  experiment,  made 
with  great  scientific  accuracy. 

Most  of  the  famous  experiments  that  have  been  made  and  most  of 
the  practical  experiments  that  have  been  made  were  in  the  Zeiss  Op- 
tical Works  in  Jena,  Germany.  Thev  have  been  going  on  in  many 
places,  but  thev  were  made  there  under  the  suijervision  of  the  most 
careful  scientific  investigators.  That  is  an  institution  which,  owing 
to  the  broadness  of  view  of  its  founders,  it  was  determinea  after- 
wards to  develop  in  the  interest  largely  of  the  workers  and  of  science. 
A  large  part  of  the  profits  that  do  not  go  to  the  workers  go  the  Uni- 
versity of  Jena.  They  found  there,  although  they  had  reduced  the 
labor,  as  I  recall  it,  to  nine  hours,  that  when  they  further  reduced  the 
labor  to  eight  hours  they  got  a  better  result  than  they  did  in  the  nine 

hours. 

A  similar  test  had  been  made  not  long  before  that  by  Mr.  Mather, 
in  his  iron  works  in  England,  at  Manchester.  He  found  that  upon  a 
reduction  of  the  hours  of  labor,  which  was  made  voluntarily,  tnat  a 
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better  result  was  obtained,  and  there  is  a  very  large  volume  of  more 
or  less  valuable  testimony  bearing  upon  tliat  same  subject.  *These 
are  the  best  instances  I  happen  to  know  of  at  the  moment. 

Mr.  Sterling.  Can  you  refer  me  now  to  any  publications  on  that 
question? 

Mr.  Bbandeis.  I  shall  be  very  glad  to  send  you  a  copy  of  a  brief, 
which  was  prepared  in  connection  with  the  Illinois  10*hbur  law,  with 
which  matter  I  was  connected,  dealing  with  the  subject.  I  will  have 
a  copy  sent  to  you. 

Mr.  Sterling.  I  shall  be  very  glad  to  have  it. 

Mr.  Brandeis.  There  is  a  part  of  it  which  deals  with  the  economic 
result  of  shortening  of  days  of  labor. 

Mr.  Young.  Would  not  this  depend  very  largely  as  to  the  number 
of  hours  men  could  be  economically  employed — I  mean  purely  from 
a  money  standpK)int — upon  the  intensity  of  the  labor  or  the  intensity 
of  the  application  required?  That  is,  a  man  would  tire  where  the 
application  was  intense  or  the  physical  labor  was  intense  sooner  than 
he  would  where  it  was  lighter,  and  he  would  be  able  to  work  eco- 
nomically a  larger  number  of  hours  where  the  labor  was  light  than 
he  wouldf  ^bere  it  was  hea^y  or  where  it  required  intense,  close  ap- 
plication. 

Mr.  Brandeis.  Of  course  the  rule  would  be  subject  to  variations, 
but  I  think  it  would  be  found,  and  I  believe  we  can  get  the  very  best 
test  of  it  b^  taking  ourselves.  I  think  every  one  oi  us  knows  that 
under  varymg  conditions,  according  as  we  are  fit  or  not  fit,  as  I  may 
express  it,  we  are  able  to  do  10  or  15  or  sometimes  50  per  cent  more 
work.  It  depends  upon  the  condition  in  which  we  are.  We  are  not 
sick ;  we  are  perfectly  well  as  far  as  it  appears ;  but  we  are  not  in 
condition  to  produce  the  best  results. 

In  dealing  with  these  labor  problems  if  we  will  always  bear  our- 
selves in  mind,  in  our  own  little  experiences,  I  think  we  will  find  that 
in  a  marvelous  way  reflected  in  labor ;  and  all  the  study  that  has  been 
made  in  recent  years  in  regard  to  the  effect  of  fatigue  tends  to  show 
there  is  no  difference  in  the  real  effect  upon  the  worker  between  the 
fatigue  of  the  physical  and  the  fatigue  that  overcomes  the  intel- 
lectual worker.  Nervous  prostration,  for  instance,  which  we  have 
always  supposed  was  a  part  of  the  aristocracy^  of  intellect,  has  de- 
veloped itself  in  the  traaes.  The  German  statistics  are  particularly 
valuable  upon  that  point.  It  has  developed  itself  in  the  most  ex- 
tensive way  in  the  trades. 

Mr.  Young.  But  among  the  trades  requiring  intellectual  applica- 
tion. 

Mr.  Brandeis.  Intellectual  application?  As  a  matter  of  fact, 
there  is  no  work  that  does  not  require  mind. 

Mr.  Young.  Certainly  not. 

Mr.  Brandeis.  Properly  speaking,  there  ought  to  be  no  such  thing 
as  unskilled  labor,  because,  as  Taylor  has  pointed  out,  even  that  most 
menial  labor  of  loading  pi^  iron,  picking  it  up  from  the  CTOund  and 
putting  it  into  the  car,  canTbe  periormed  by  the  man  who  Knows  how 
nnd  who  observes  those  rules  m  regard  to  it  which  have  been  devel- 
oped by  observation  with  much  more  ease  and  he  can  do  infinitely 
more  than  the  other  man.  In  the  case  of  shoveling,  that  is  absolutely 
proved. 

17<342— No.  40—12 2 
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Mr.  YouNO.  There  is  a  matter  of  condition. 

Mr. '  Brandeis.  But  as  a  matter  of  fact,  it  is  absolutely  true.  We 
have  ourselves,  and  we  know  whenever  we  undertake  to  do  phyacal 
labor  what  the  limitation  is  and  how  different  it  is  whether  we  go 
upon  it  as  freshj  healthy  men  and  alert,  among  other  thin^  eager. 
We  have  all  found  out  that  the  best  way  to  do  good  work  is  to  lutve 
some  leisure  and  some  other  avocation,  to  go  at  our  work  with  vim, 
because  we  have  had  something  to  refresh  ourselves  with. 

There  is  no  difference  between  us  and  the  ironworker  in  that  re- 
spect at  all.  His  recreation  may  be  differnit  from  ours,  as  his  work 
is  different  from  ours;  but  they  are  all  and  we  are  all  equally  men 
and  brothers,  and  if  we  bear  tnat  in  mind,  and  as  long  as  men  do 
bear  that  in  mind,  there  will  be  no  such  thing  as  inhumanity  in  these 
steel  workers'  condition. 

Mr.  Stehlikg.  Mr.  Chairman,  we  all  should  be  at  the  House 
promptly  to-day  for  a  little  while,  and  it  is  now  12  o'clock. 

The  Chairman.  I  would  suggest  that  we  adjourn  until  2.30  o'clock, 
and  in  the  event  the  vote  is  concluded  by  that  time  we  can  be  here 
promptly.  If  we  see  we  can  not  ^t  through  before  8  o'clock,  it  will 
be  useless  to  attempt  to  proceed  with  the  further  hearing  to-day,  and 
I  will  notify  the  parties,  and  in  that  event  we  will  meet. in  the  morn- 
ing at  10.30  o'clock. 

Mr.  Brandeis.  If  you  will  be  good  enouffh  to  notify  your  office,  Mr. 
Chairman,  I  will  be  in  commumcation  witn  them.  1  shall  be  able  to 
attend  to-morrow,  but  I  have  to  leave  the  city  to-morrow  afternoon, 
so  I  hope  we  can  go  on  this  afternoon. 

The  Chairman.  I  think  we  shall  be  able  to  go  ahead,  and  in  that 
event  we  will  proceed  at  half  past  2.  In  the  event  we  do  not  get 
through  with  the  vote  in  the  House,  we  will  proceed  to-morrow 
morning  at  half  past  10. 

Thereupon  (at  12  o'clock  noon)  the  committee  took  a  tentative 
recess  until  2.80  o'clock  p.  m.;  and  thereafter  adjourned  until  to- 
morrow, Tuesday,  January  80,  1912,  at  10.80  o'clock  a.  m. 
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Committee  on  In^'EStigation  of  the 

United  States  Sitsel  Corporation, 

House  of  Representatives, 

Tuesday^  January  SO^  1912. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

The  Chaibman.  Gentlemen,  the  committee  will  resume  its  labors. 

Mr.  Eeed.  Mr.  Chairman,  oefore  Mr.  Brandeis  resumes  his  state- 
ment, I  desire  to  say^  to  the  committee  that  Mr.  Farrell  has  asked 
me  to  make  a  correction  of  a  statement  which  he  made  to  the  com- 
mittee some  time  last  week  while  he  was  testifying,  to  the  effect  that 
the  Steel  Corporation  had  not  sold  any  material  to  the  International 
Harvester  Co.  for  five  or  six  years. 

Mr.  Farrell  finds,  and  asks  me  to  say  for  him  to  the  committee,  that 
in  the  latter  part  of  last  year,  1911,  the  Carnegie  Co.  made  a  sale  of 
some  34,000  tons  of  bars  and  other  miscellaneous  products  to  the  In- 
ternational Harvester  Co.,  the  first  sale  that  had  fa«en  made  for  seven 
years. 

Mr.  Farrell  asked  me  to  state  that  that  was  done.  I  believe  also 
the  corporation  sold  a  relatively  small  quantity  of  plates  of  some 
kind,  but  his  statement  should  be  taken  with  that  correction.  He 
either  did  not  know  it  or  forgot  it  at  the  time  he  made  his  general 
statement. 

The  Chairman.  That  correction  will,  of  course,  appear  in  this 
morning's  record. 

You  may  resume,  Mr.  Brandeis. 

STATEHEHT  OF  HK.  LOUIS  D.  BKANDEIS— Continued. 

Mr.  Bbandeis.  Mr.  Chairman  and  gentlemen  of  the  committee,  at 
the  close  of  the  hearing  yesterday  I  was  discussing  the  reasons  which 
might  exist  for  the  statement  made  by  Judge  Oary  that  some  of  the 
men  wanted  to  work  12  hours  a  day  and  would  object  to  a  lowering 
of  the  number  of  hours  of  labor,  and  I  was  referring  to  the  earnings 
of  the  men  and  pointing  out  that  65  per  cent  of  the  labor  employed 
was  unskilled  lapor,  and  considering  the  rate  per  hour  which  that 
labor  was  receiving. 

Mr.  Young.  Does  this  relate  to  blast  furnaces  f 

Mr.  Brandeis.  This  general  statement  of  the  65  per  cent  was  not 
limited  to  blast  furnaces,  but  was  extended  generally  to  the  labor. 
Certain  figures  which  I  quoted  were  blast-furnace  figures.  There 
were  two  dasses  of  figures  which  we  were  considering. 
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Mr.  YouNo.  That  would  include  just  the  manufacturing  plants,  or 
would  it  include  mining? 

Mr.  Brandeis.  Not  mining.  I  was  taking  the  figures  from  the  re- 
pK>rt  of  the  Commissioner  of  Labor,  and  the  report  of  the  Commis- 
sioner of  Labor  relates  to  points  where  distinctly  the  steel  industry 
is  distinguished  from  mining  and  transportation. 

Mr.  I^UNG.  Is  that  his  last  report  ? 

Mr.  Brandeis.  The  date  of  it  I  have  referred  to  and  read.  It  is 
his  report  which  went  to  press  December,  1911,  and  in  which  he 
stated,  in  a  memorandum,  it  was  substantially  true  as  of  that  date. 
The  investigation  was  maae  mainly  in  May,  1910. 

Mr.  Seed.  I  would  suggest  Mr.  Brandeis  might  be  asked,  Mr. 
Chairman,  if  he  has  seen  the  article  published  by  Mr.  John  A.  Fitch 
in  the  Survey  for  JaaUary,  1912,  in  which  Ifo.  Fitch,  wh<Mn  Wt. 
Brandeis  recommends  as  an  authority,  gives  the  scale  of  wages  for 
common  labor  paid  in  the  Steel  Corporation  mills  at  Pittsburgh,  in 
Pueblo,  Chicago,  by  Jones  &  Laughlm  in  Pittsburgh^  by  the  Lacka- 
wanna, Johnstown,  Harrisbiirg,  Bethlehem,  and  Birmingham  institu- 
tions, and  shows  that  the  rate  for  common  labor  paid  by  the  Steel 
Corporation  in  its  Pittsburgh  mills  is  higher  than  tinai  paid  by  any 
other  employer  or  at  any  other  place  in  the  United  States.  I  have 
the  figures  here. 

Mr.  Young.  You  mean  in  the  steel  industry  ? 

Mr.  Reed.  Yes. 

Mr.  Brandeis.  I  have  not  that  particular  passage  in  inind,  but  I 
presume  it  corresponds  with  another  statement  which  I  have  that 
the  rate  paid  by  tne  Steel  Corporati<m  at  Pittsburgh  is  17^  cents  an 
hour.  Tnat  is  the  figure  I  was  just  about  to  call  to  your  attention, 
Mr.  Young,  in  connection  with  the  question  which  ^ou  put. 

Doubtless  Mr.  Eeed  remembers,  as  a  citizen  of  Pittsbui^^h,  thet  the 
Associated  Charities  of  Pittsburg  have  made  an  investigation  into 
the  cost  of  living  in  Pittsburgh.  The  basis  of  that  investigation  is  to 
determine  what  bare  subsistence  will  require  for  a  family  consisting 
of  a  husband,  a  wife,  and  three  children.  Note,  this  is  bare  subsist- 
ence for  a  workingman's  family  of  that  size.  The  associated  charities 
find  that  in  order  for  such  a  family  to  live,  with  the  minimum,  it 
will  reauire  in  a  year  $768. 

Grentlemen,  if  you  will  take  the  figures  which  Mr.  Reed  has  just 
^ven  you  of  17^  cents  per  hour  and  go  through  the  simple  mathemat- 
ical calculation  necessary  to  determine  how  much  a  man  will  earn 
who  works  12  hours  a  day  365  days  in  the  year,  you  will  find  that  it 
falls  just  $1.50  short  of  that  minimum  amount  which  the  Associated 
Charities  of  Pittsburgh,  in  their  investigation  into  the  cost  of  living, 
found  to  be  necessary  for  a  man,  his  wife,  and  three  children  to  suE- 
sist  on. 

Mr.  Young.  Have  you  the  items  that  make  up  that  estimate  of  the 
associated  charities  I 

Mr.  Brandeis.  I  have  not  them  here,  but  I  shall  be  very  ^lad  to 
procure  them  and  submit  them  to  the  oommittee  at  a  proper  time. 
Mr.  YoxjNO*  I  would  like  to  see  them. 

Mr.  Reed.  I  would  like  to  suggest  to  the  committee  the  death  Tate 
must  be  fearful  among  the  employees  of  Jones  &  Tjaughlin,  our  com- 
petitors!, who  only  pay  16  cents  an  hour  against  our  17^  cents  an  hour. 
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Mr.  Brandeis.  It  may  be  that  your  neighbors  are  suffering.  We 
are  not  here  to  extol  your  neighbors,  and  we  have  not  investigated 
your  neighbors,  but  we  are  investigating  you^  and  we  find  here,  taking 
the  situation  that  your  own  associated  chanties  in  the  city  of  Pitts- 
burgh present,  that  when  the  man  is  working  12  hours  a  day  seven 
days  a  week  throughout  the  whole  year  he  falls  $1.50  short  of  having 
enough  for  his  family  to  subsist  on. 

Mr.  Young.  Is  that  the  average  of  all  the  wages  paid  by  the  steel 
industry! 

Mr.  Bbandeis.  No;  thai  is  the  average  of  all  the  commcxi  labor 
which  consists  on  an  average  of  65  per  cent  of  all  the  people  engaged 
in  the  industry. 

Mr.  Young.  A  good  many  of  those  people  receive  less  than  17  cents 
an  hour,  do  they  not! 

Mr.  Bbandeis.  I  understand  the  common  labor — I  can  probably 
give  the  exact  data  from  the  report  by  looking  it  up — ^has  an  avera^ 
of  17^  cents.  Mr.  Reed  can  probablv  tell  us  just  how  that  average  is 
divided  and  how  many  receive  less  than  that. 

Mr.  Young.  I  thought  the  other  day  you  gave  us  a  percentage  of 
something  like  12  per  cent  who  received  14  cents  an  hour! 

Mr.  Bbandeis.  I  was  not  then  giving  the  figures  for  the  city  of 
Pittsburgh.  Please  note  these  figures  which  I  am  now  giving  are  for 
the  city  of  Pittsburgh. 

You  may  be  interested  in  this  connection  to  know  the  difference 
l)etween  the  city  of  Pittsburgh  andj  say,  the  other  two  great  centers 
and  the  other  one  great  center  in  which  the  Steel  Corporation  is  inter- 
ested—CSiicago. 

In  Chicago  the  cost  of  living  is  less  and  the  rate  of  wages  is  less. 
The  associated  charities  at  Chicago  made  a  similar  investigation,  and 
at  Chicago  they  found  that  a  family  could  live  on  $630,  but  that  the 
rate  of  wages  at  Chicago  is  somewhat  less ;  I  mean  the  average  rate 
per  hour  is  somewhat  leas;  so  that  if  a  man  works  12  hours  a  day, 
seven  days  in  the  week,  52  weeks  in  the  year,  he  would  earn,  in  Chi- 
cago, more  than  is  necessary.  In  other  words,  taking  into  considera- 
tion the  cost  of  living  in  Pittsburgh,  with  the  rate  of  wages  paid  in 
Pittsbuigh  by  the  Steel  Corporation,  these  men  working  all  the  time 
could  not  earn  enough  for  bare  subsistence;  and  I  submit  that  the 
American  standard  of  living  requires  something  over  and  above  and 
very  different  from  bare  subsistence  for  a  famuy  composed  of  man, 
his  ^^  >^i^d  three  children. 

Mr.  Young.  I  suppose  the  value  of  these  estimates  would  depend 
pretty  largely  on  who  made  them,  so  I  would  like  to  suggest,  with 
the  permission  of  the  chairman,  that  you  include  in  your  remarks, 
when  you  have  finished,  the  statement  of  these  items,  so  that  the 
committee  may  have  something  from  which  to  judge  for  themselves 
as  to  their  value. 

Mr.  Bbandeis.  I  shall  be  very  glad  to  furnish  them ;  but  I  suppose 
there  can  be  no  doubt,  Mr.  Young,  that  the  persons  who  made  this 
investigation  are  the  character  of  persons  who  would  have  certainly 
no  interest  in  securing  other  than  a  proper  statement  of  the  facts  as 
to  the  cost  of  living  m  the  community  in  which  the^  live,  because 
this  is  not  like  the  Pittsburgh  Survey  itself — an  investigation  under- 
taken by  people  outside  of  Pittsburgh.  This  is  an  inv^igation  un- 
dertaken ny  the  philanthropic  citizens  of  Pittsburgh  into  their  own 
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situation ;  that  is,  so  far  as  the  cost  of  living  is  concerned.  So  far  as 
the  wa^  are  concerned,  vou  have  that  admitted  fact — ^I  mean 
everybody  agrees  upon  the  fact  which  Mr.  Beed  has  stated  in  that 
respect. 

Mr.  Reed.  Would  the  conmiittee  like  the  exact  figures  given  by 
Mr.  Fitch  in  this  statement? 

Mr.  Young.  I  would  like  them. 

The  Chaibman.  We  will  have  Mr.  Fitch  before  the  committee. 

Mr.  Reed.  Just  in  this  connection,  if  the  chairman  will  permit  me 
to  give  the  figures,  Mr.  Fitch  says,  on  page  1529  of  the  issue  of  the 
Survey  of  Januaiy  6, 1912 : 

The  rate  for  common  labor  is  171  cents  an  honr  in  the  steel  corporation 
mills  in  Pittsburgh.  It  is  17  cents  in  Peublo  and  in  Chicago;  16  cents  In  the 
Jones  &  Laughlin  plant  in  Pittsburgh ;  15  cents  at  Lackawanna ;  and  at  Johns- 
town, Harrisburg,  and  Bethlehem  it  is  from  15  coits  down.  In  Birmingham 
there  is  a  double  rate.  The  Tennessee  Goal,  Iron  &  RaUroad  Ck>.  pays  ISi  cents 
and  15  cents. 

The  Chairman.  In  speaking  of  the  Birmingham  district,  is  he 
speaking  there  of  the  free  labor  or  the  convict  lailx>r,  or  both? 

Mr.  Reed.  He  is  speaking  of  free  labor.  The  Tennessee  Coal,  Iron 
A  Bailroad  Co.  employs  no  convict  labor. 

The  Chairman.  When  did  it  stop? 

Mr.  Beed.  Several  months  ago.  Its  competitors  still  do;  but  it 
employs  no  convict  labor  at  all. 

The  Chairman.  I  am  advised  to  the  contrary  by  officers  there  very 
recently. 

Mr.  Keed.  My  advice  is  about  a  month  old,  from  the  president  of 
the  conipany. 

The  Chairman.  Mine  is  about  24  hours  old. 

Mr.  Bebd.  We  will  have  to  determine  that  if  the  committee  still 
thinks  this  is  relevant  to  the  inquiry. 

The  Chairman.  You  may  proceed,  Mr.  Brandeis. 

Mr.  Brandeis.  With  reference  to  the  Lackawanna  works,  which  I 
•imderstand  are  at  Buffalo 

Mr.  Beed  (interposing).  Yes. 

Mr.  Brandeis.  It  may  be  of  interest  to  know  that  the  Associated 
Charities  of  Buffalo  have  also  made  an  investigation  into  the  cost  of 
living  similar  to  that  made  in  Pittsburgh  and  Chicago,  and  they  find 
that  m  Buffalo  the  amount  required  for  the  family  of  the  husband, 
wife,  and  three  children  is  $560.  That  is,  $560  in  Buffalo  as  against 
$680  in  Pittsburgh.  At  this  rate,  to  which  Mr.  Reed  has  ji^  re- 
ferred, 15  cents  per  hour  at  Buffalo,  a  man  working  12  hours  a  day, 
365  days  in  the  year,  would  earn  nearly  $100  in  excess  of  that  required 
for  bare  subsistence;  so  that  the  condition  of  the  worker  in  Buf- 
falo, at  15  cents  an  hour,  is^  according  to  that  investigation,  ma- 
terially better  than  the  situation  of  the  worker  in  Pittsburgh  at  17^ 
cents  an  hour. 

Mr.  Beed.  Assuming  that  the  associated  charities'  figures  are  cor- 
rect. 

Mr.  Brandeis.  Assuming  that  the  investigation  into  the  cost  of 
living  is  correct  in  both  instances,  or  relatively  correct 

Mr.  Young.  I  do  not  see  how  such  an  investigation  a)uld  be  made 
absolutely  correct  as  between  Buffalo  and  Chicago,  leaving  out  Pitts- 
burgh.   My  impression  is  that  the  difference  of  $70  must  b^  made  up 
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because  of  a  different  method  of  computation.    I  can  not  believe  that 
it  is  cheaper  to  live  in  Buffalo  than  in  Chicago. 

Mr.  Brandeis.  Of  course,  I  have  no  special  knowledge  on  that,  SfUd 
all  I  can  do  is  to  make  a  suggestion.  Very  much  in  these  instances 
depends  unon  the  cost  of  rent.  If  I  remember  rightly,  the  data  fur- 
nished by  Mr.  Fitch— and  he  will  be  able  to  give  you  the  exact  fact — 
as  to  the  cost  of  living  in  Pittsburgh  involve  a  relatively  higher 
rental  as  compared  with  what  I  had  known  at  other  places. 

Mr.  Young.  I  was  not  speaking  about  Pittsburgh.  I  was  speaking 
of  the  difference  between  [Buffalo  and  Chicago. 

Mr.  Brandeis.  In  remrd  to  these  other  data,  all  I  can  say  is^  this,  ' 
which  doubtless  may  be  known  to  the  members  of  the  committee: 
That  the  social  workers  in  a  number  of  cities  have  been  cooperating 
for  a  series  of  years  for  the  purpose  of  ascertaining  the  actual  cost  of 
living.  Much  work  of  that  Kind  has  also  been  done  by  the  Commis- 
sioner of  Labor,  and  the  independent  organizations  meeting  annually, 
through  the  general  conference,  have  been  making  these  investiga- 
tions. There  has  been  an  important  investigation  made  in  New  York 
City,  another  one  in  Buffalo,  others  in  Pittsburgh,  Chicago,  and  at 
other  places.  They  are  in  conference  with  one  another,  and  they  com- 
pare results.  Whether  these  particular  results  were  given,  I  can  not 
say,  because  I  have  no  knowledge;  but  I  think  it  entirely  probable 
that  the  various  social  workers  are  in  constant  conference  with  one 
another,  and  that  when  you  have  submitted  to  you,  as  I  expect  you 
will  have,  the  data  on  this  subject  you  will  have  the  means  of  deter- 
mining what  the  probabilities  of  error  may  be  in  one  case  and 
other. 

Mr.  Chairman  and  gentlemen,  having  taken  that  situation,  having 
found  here  fearfully  long  hours  and  these  inadequate  wages,  and  com- 
paring them  with  the  fects  which  have  already  been  developed  be- 
fore you  and  which  are  matters  of  common  knowledge  in  this  country. 
let  us  consider  next  the  extraordinary  profits  earned  by  the  Steel 
Corporation. 

I  ou  will  remember  the  United  States  Commissioner  of  Corpora- 
tions has  found  tiiat  this  corporation,  in  addition  to  the  diviaends 
which  it  has  paid  out  in  the  10  years  or  less  than  10  years,  added  in 
value  to  its  assets  $135,000,000 — that  is,  in  addition  to  the  dividends 
paid  out;  and  that  of  the  dividends  paid  out  over  $220,000,000  rep- 
resents the  dividends  upon  what  the  Commissioner  of  Corporations 
finds  was  "water"  in  the  stock  when  it  was  issued — that  is,  all  of 
the  common  stock  being  water  and  a  proportion  of  the  preferred 
stock  being  water,  even  allowing  the  very  liberal  estimates  of  actual 
value  whidi  the  commissioner  allowed  in  that  calculation. 

You  have,  therefore,  this  fact:  That  the  corporation  in  10  years 
has  taken  from  the  American  people — ^mostly  from  the  American 
people,  because  the  exports,  of  course,  were  small — $650,000,000  at 
least  in  excess  of  the  liberal  return  upon  the  value  of  the  capital 
invested. 

How,  in  America,  can  you  explain  or  how  can  anybody  explain  a 
situation  that,  with  that  great  fund  of  profit  to  draw  on,  there  should 
result,  in  a  great  and  conspicuous  industry,  a  condition  of  work  and 
of  living,  if  living  it  may  be  called,  affecting  that  large  body  of 
employees,  such  as  we  find  here?  I  take  it  there  is  only  one  explana- 
tion^ and  it  is  this: 
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While  this  corporation  is  the  greatest  example  of  combination, 
the  most  conspicuous  instance  or  combination  of  capital  in  the 
world,  it  has,  as  an  incident  of  the  power  which  it  acquires  through 
that  combination  and  through  its  associations  with  railroads  and  the 
financial  world,  undertaken,  and  undertaken  successfully,  to  deny 
the^  right  of  combination  to  the  workingmen,  and  these  horrible  con- 
ditions of  labor,  which  are  a  disgrace  to  America,  considering  the 
wealth  which  has  surrounded  and  flown  out  of  this  industry,  are  the 
result  of  having  kiUed  or  eliminated  from  the  steel  industry  union- 
ism. All  the  power  of  capital  and  all  the  ability  and  intelligence 
of  the  men  who  wield  and  who  serve  the  capital  have  been  used  to 
make  practically  slaves  of  these  operatives,  because  it  does  not  mean 
merely  in  respect  to  the  way  in  which  thCT  have  lived,  but  the  very 
worst  part  oi  all  this  is  the  repression.  It  is  a  condition  of  repres- 
sion, of'slaverv  in  the  real  sense  of  the  word,  which  is  alien  to 
American  conditions. 

Mr.  Young.  Mr.  Brandeis,  have  you  made  investigation  into  the 
wage  paid  in  the  steel 'industry  since  the  Steel  Corporation  was 
formed,  as  compared  with  those  paid,  say,  during  10  years  or  20 
years  previoudy? 

Mr.  Brandeis.  Yes,  Mr.  Young,  I  have. 

Mr.  YouNO.  That  would  be  very  enlightening,  I  judge. 

Mr.  Brandeis.  I  will  give  you  the  result  of  that  in  a  tcw  words. 

Mr.  Reed.  And  the  source  of  your  information. 

Mr.  Brandeis.  Yes,  Mr.  Beed,  the  source  of  my  information,  too. 

The  source  of  my  information  on  this,  as  on  so  many  other  Ques- 
tions, is  largely  faith,  and  to  a  certain  extent  the  reports  ox  the 
ComAiissionlr  of  Labor. 

This  is  the  situation  in  regard  to  wag|es :  As  compared  to  the  period 
to  which  you  refer,  Mr.  Young — ^that  is,  going  back  15  or  20  years. 
going  back  before  the  elimination  of  the  tra^e-union  frcMn  the  Car- 
ne^e  plant  at  Homestead — ^there  has  been  a  reduction,  and  a  marked 
reauction,  in  the  rate  of  wages,  in  the  actual  rate  of  wages  paid 
skilled  labor.  That  varies  according  to  various  kinds  of  labor  nt>m 
a  very  slight  percentage  to  as  high  as  80  or  40  per  cent 

Mr.  Young.  You  have  not  those  figures  tabulated,  have  you? 

Mr.  Brandeis.  Those  fieures  I  can  give  you  from  Mr.  Fitch's  book. 

Mr.  Young.  I  would  like  very  mu3i  to  have  them. 

Mr.  Brandeis.  And  this  is  the  truth,  that  in  this  skilled  labor,  in 
many  instances,  the  earnings  of  the  men  who  work  12  hours  are  msb 
than  those  who  work  8  or  10  hours  at  that  time  to  which  I  refer. 
That  is  the  first  thing. 

The  second  position  is  that  there  has  been  a  constant  tendency,  a 
perfectlv  natural  tendency,  to  reduce  the  number  of  skilled  men 
relatively  in  the  industry,  so  that  the  men  who  receive  relatively 
high  wages  are  a  very  much  smaller  proportion  of  the  whole  than 
they  were  in  the  20  years  ago  to  which  you  refer. 

Mr.  Young.  That  comes  from  substitution  of  machinery. 

Mr.  Brandeis.  That  comes  from  the  substitution  of  machinery  in 
the  advance  in  processes.  But  it  is  of  infinite  importance  in  consid- 
ering the  point  of  view  which  I  desire  to  consider,  which  is  whether 
these  men  live  under  conditions  consistent  with  American  democracy 
and  American  standards — ^because  this  is  a  very  great  number  of 


UNITED  8TATBS  STBEL  GOBPOBATIQN.  2857 

men,  given^  as  I  stated  a  few  moments  ago,  65  per  cent  of  the  whole 
beuig  unskilled  laborers  who  are  working  on  an  hourly  basis. 

When  you  take  that  hourly  basis,  there  has  been  in  the  cents  per 
hour  an  appreciabto  increase  in  pay,  if  you  look  only  at  the  money 
that  you  receive.  But  when,  instead  of  confining  your  investigations 
to  the  money  which  they  receive,  you  take  the  increase  also  in  the 
cost  of  living,  then  there  has  not  been  an  increase,  but  there  has  been 
relative^  a  decrease  in  the  actual  purchasing  power  of  the  money. 

Mr.  TouNo.  What  years  do  you  compare? 

Mr.  Brandeis.  I  am  comparing  the  precise  years  to  which  you 
refer.    I  take  the  year  1892,  before  the  Homestead  strike 

Mr*  YouNO  (interposing) .  My  question  was  whether  you  had  com- 
pared 10  years  since  the  Steel  Corporation  was  organized,  with  the 
8  or  10  years  or  20  years  previously.  I  thought  perhaps  10  years 
would  not  be  a  fair  comparison. 

Mr.  Bbandbib.  I  have  not  the  exact  10  years  as  to  the  Steel  Cor- 
poration. I  do  not  know  that  the  data  exist.  I  certainly  have  not 
the  data. 

Mr.  Seed.  It  is  in  Mr.  Farrell's  testimony. 

Mr.  Brandeis.  Does  Mr.  Farrell's  testimony  also  give  the  data  as 
to  the  increase  in  the  cost  of  living? 

Mr.  Eeed.  No  ;  he  had  not  gone  mto  that. 

Mr.  Bkandeis.  Unless  you  nave  the  data  as  to  the  increased  cost 
of  living  you  are  talking  about  something  that  does  not  cover  the 
case. 

Mr.  Young.  It  does  not  completely  cover  it. 

Mr.  BRANmsis.  It  does  not  cover  it  at  all.  • 

Mr.  Young.  It  covers  one  side  of  it. 
^  Mr.  Brandeis.  It  gives  just  one  side  of  it,  yes ;  but  nobody  in  con- 
sidering the  situation  in  America  to-day,  intelligently  and  fairly, 
would  undertake  to  compare  wages  to-day  with  10  years  ago  and  not 
consider  the  increase  in  tl^  cost  of  living. 

Mr.  Young.  Certainly  not;  but  when  you  get  one  side  of  this 
equation,  you  have  made  that  much  advance  and  can  follow  it  up 
with  the  other. 

Mr.  Brandeis.  It  may  be  an  advance,  provided  you  do  follow  it 
up ;  otherwise,  it  is  simply  misleading. 

When  you  take  that  situation,  you  find  no  increase  in  wa^es;  but 
what  I  want  to  speak  of,  Mr.  Chairman  and  Mr.  Young  and  gentle- 
men of  the  committee,  is  this,  that  the  question  here  is  not  so  much  the 
question  whether  the  number  of  cents  per  hour  that  this  miserable 
creature  receives  is  a  little  more  or  a  little  less.  Whether  it  is  enough, 
none  of  us  are^  competent  to  determine.  What  we  are  competent  to 
determine,  sitting  right  here,  as  American  citizens,  is  whether  any 
men  in  the  United  States,  be  they  directors  of  the  Steel  Corporation 
or  anyone  else,  are  entitled  and  can  safely  determine  the  conditions 
under  which  a  large  portion  of  the  American  shall  live;  whether  it 
is  not  absolutely  essential  to  fairness,  for  results  in  an  American 
d«nocracy.  to  say  that  the  great  mass  of  working  people  should  have 
an  opportunity  to  combine,  and  by  their  collective  bargaining  secure 
for  themselves  what  may  be  a  fair  return  for  their  labor.  There 
is  the  fundamental  question,  and  there  is  the  question  which  is  at  the 
bottom  of  this  situation.    The  denial  of  that  right  of  collective  bar- 
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gaining  is  an  explanation  of  the  miserable  condition  of  the  working- 
men  in  the  steel  mdustry.    Let  us  see  what  that  condition  is. 

We  have  been  hearing  all  these  years,  frentlemen  of  the  committee, 
about  a  tariff  which  was  to  protect  American  labor.  Bead  what  the 
Commissioner  of  Labor  says.  He  tells  you  that  of  the  laborers  or 
of  the  workingmen  in  the  steel  industry  on  which  he  reports  60  per 
cent  are  foreign  bom.    Let  us  see  what  that  means. 

Of  all  the  whites  in  America,  taking^  the  whole  country  together, 
about  14  per  cent  are  foreign  bom.  These  steel  industries  are  not 
like  New  York  and  Boston  and  Philadelphia,  the  places  where  im- 
migrants come  in  and  which  arrests  the  immigrants  as  a  sieve  ar- 
rests the  matter  a^  it  comes  through — ^not  that.  If  you  are  goin^  to 
New  York  you  will  find  a  very  much  larg^  proportion  of  men  for- 
eign bom,  but  with  this  steel  industry  scattered  all  over  the  coun- 
try, largely  in  the  central  West  and  in  the  South  and  in  the  North, 
but  not  particularly  in  the  East,  they  have  a  foreign  population, 
foreign  born,  of  60  per  cent  of  all  the  people  there. 

What  is  more  than  that,  40  per  cent  of  these  are  of  the  Slavonic 
race,  and  a  very  large  proportion  of  them  can  not  read  or  write,  cer- 
tainly the  English  language. 

Wnat  does  that  mean  ?  It  means  the  conditions  under  which  these 
people  live  are  conditions  under  which  do  American  would  live. 
No  self-respecting  man  would  live  under  these  conditions  of  work, 
of  hours  of  labor,  or  under  the  conditions  of  repression  to  which 
these  men  have  been  subjected. 

Mr.  Beed.  And  your  authority  for  that^  Mr.  Brandeist 

Mr.  Bbandeis.  My  authority  for  that  is  Mr.  Fitch,  and  I  would 
like  to  read  for  you  a  few  instances  of  that  situation ;  and  I  would 
like  to  read  also  for  you  and  call  your  attention  to  another  thing — 
that  it  is  not  accident,  it  is  not  accidental  that  the  people  who  are 
working  here  represent  the  foreign  born  and  the  Slavonic  race  of 
the  Mediterranean  peoples  as  distinguished  from  the  Anglo-Saxon 
people. 

Mr.  Young.  Do  you  mean  that  these  men  are  brought  in  here  in 
violation  of  the  contract-labor  law  ? 

Mr.  Brandeis.  I  do  not  know  whether  they  are  brought  in  in  viola- 
tion of  the  contract-labor  law  or  not;  but  you  know,  Mr.  Youn^, 
and  everyone  of  us  know,  that  any  large  employer  of  labor  finds  it 
perfectly  possible,  without  entering  into  an  agreement  which  is  in 
violation  of  the  contract-labor  law,  to  attract,  in  one  way  and  an- 
other, to  his  place  people  who  would  not  come  to  America  but  for  the 
attraction  which  is  held  out  to  them.  I  do  not  mean  the  Steel  Corpo- 
ration is  by  any  means  the  only  offender. 

Mr.  Young.  If  you  are  giving  a  fair  description  of  this  situation 
there,  there  would  not  seem  to  be  anything  very  attractive  about  it. 

Mr.  Brandeis.  It  may  be  extremely  attractive  for  people  who  have 
not  American  standards  and  it  may  appear  to  be  attractive  to  people 
who  do  not  understand  what  they  are  coming  to.  But  they  may  be 
perfectly  willing — these  Slavs  and  Roumanians  and  Syrians  and 
Armenians — ^to  come  in ;  but  what  they  are  doing  is  to  create  condi- 
tions which  are  un-American,  which  are  undemocratic,  a  condition  of 
feudalism.  They  all  displace  American  labor,  displacing  the  people 
who  in  times  past  have  made  their  start  in  the  world  and  have  lived 
well  and  developed  into  fine  American  citizens  from  the  great  steel 
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indurtry  of  which  we  were  once  proud.  That  is  the  difference,  and 
that  is  a  very  marked  difference,  I  want  to  show  you,  as  bearing 
upon  that  situation  that,  as  I  say,  this  condition  is  not  accidental  that 
they  have  so  many  foreigners,  that  they  have  these  people  who  are 
not  familiar  with  American  conditions  and  can  not  become  so. 

Mr.  Reed.  While  Mr.  Brandeis  is  looking  for  his  place  in  this 
Russell  Sage  Survey  report  I  want  to  call  attention  to  the  fact,  Mr. 
Chairman,*  that  that  Survey  was  so  fairly  made  that  when  they 
printed  a  800-page  book  on  the  inadequacy  oi  compensation  to  injured 
workmen  they  put  the  United  States  Steel  Corporation  accident- 
relief  plan  in  the  minute  type  in  a  footnote  at  the  end  of  the  book. 

Mr.  Bbakdeis.  I  will  come  to  that  a  little  later. 

Mr.  Reed.  I  hope  you  will. 

Mr.  Brandeis.  I  certainly  will,  if  I  have  an  opportunity. 

The  Chairman.  Mr.  Young  has  asked  you,  Mr.  Brandeis,  about 
the  importation  of  foreign  labor.  Do  you  know  and  have  your  in- 
vestigations led  you  to  an  inquiry  into  the  alleged  custom  of  having 
proprietors  of  sleeping  houses  and  barrooms,  usually  combined,  act 
as  mtermediaries  for  the  securing  of  these  Slavonic  and  Montene- 
grins and  Syrian  laborers?    Have  you  investigated  that  phase? 

Mr.  Brandeis.  I  have  heard  of  such,  not  specifically  with  refer- 
ence to  the  Steel  Corporation,  but  in  other  cases,  and  with  respect  to 
still  other  races  than  those  you  have  mentioned,  that  that  practice 
18  not  uncommon. 

The  Chairman.  And  as  to  Italians  ? 

Mr.  Brandeis.  Yes. 

I  want  to  call  the  attention  of  the  committee  to  what  you  will  find 
in  Mr.  Fitch's  book,  at  page  147,  in  connection  with  the  time  of  the 
strike.    I  address  your  attention  to  this  advertisement 

Mr.  Reed  (interposing).  The  Homestead  strike? 

Mr.  Brandeis.  This  is  the  strike  of  1909,  the  Steel  Corporation 
strike.    Doubtless  vou  will  recognize  the  advertisement,  Mr.  Reed. 

Mr.  Chairman,  the  advertisement  to  which  I  refer  reads  as  follows : 

Tinnen,  catchers,  and  helpers,  to  work  In  open  shops,  Syrians,  Poles,  and 
Bonmanians  preferred.  Steady  employment  and  good  wages  to  men  willing 
to  work ;  fare  paid  and  — :-  628  Penn  Avenue. 

Mr.  Young.  What  is  that  advertisement  for  help  ? 
Mr.  Brandeis.  It  is  a  clipping  from  a  newspaper. 
Mr.  Young.  An  advertisement  for  help  ? 
Mr.  Brandeis.  Yes. 
Mr.  Young.  Who  issued  that? 

Mr.  Brandeis.  Perhaps  you  would  like  to  have  me  read  what  Mr, 
Fitch  sajra  in  regard  to  it. 
Mr.  Young.  1  would  like  to  know  from  whom  it  came. 
Mr.  Bra^^dbis.  On  page  147  of  his  book,  in  this  connection,  he  says: 

Nearly  30  years  later,  soon  after  the  unions  in  the  sheet  and  tin  mills  went 
on  strike  in  July,  1909,  the  same  note  was  struck  in  advertisements  which 
appearad  In  Pittsburgh  papers  for  men  to  work  in  nonunion  tin  mills.  One 
such  adTertisement  contained  the  statement,  ''  Syrians,  Poles,  and  Roumanians 
preferred.'*  The  advertisements  were  inserted  by  a  Pittsburgh  employment 
bureau,  but  It  was  evident  that  the  men  were  wanted  for  the  Steel  Corporation 
mlHs. 
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The  l>roof  of  the  pudding  is  in  the  eating,  Mr.  Young.  M^i  do 
not  employ  Syrians  and  Roumanians  and  Poles  or  Huns  or  any  of 
the  other  people  by  accident  They  know  what  they  are  doing ;  and 
when  you  find  them  employing  40  per  cent  of  Slavs  and  20  per  cent 
of  other  persons  of  foreign  birth  in  a  communky  and  in  a  country 
where  there  are  so  many  hundreds  of  thousands  of  unemployed  per- 
sons as  there  have  unfortunately  been  in  the  United  States,  and  are 
nearly  all  the  time,  you  may  conclude,  I  think,  and  any  of  us  may 
conclude,  that  fairly  the  result  was  one  that  was  contemplated  and 
desired^  particularly  when  it  originates  from  one  of  the  best  and 
occurs  m  one  of  the  best  organized  of  all  institutions  in  the  world. 

I  say  these  are  conditions  which  have  driven  out  American  labor; 
and  the  most  important  thing  I  want  to  impress  upon  you  in  regard 
to  that  is  not  merely  the  long  hours  or  the  low  wages,  but  it  is  that 
it  has  been  and  is  attended  with  conditions  of  repression  the  like  of 
which  you  can  not  find,  I  believe,  this  side  of  Russia.  These  men  are, 
or  believe  themselves  to  be,  under  a  condition  of  espi(mage,  subject 
to  discharge  if  they  undertake  to  discuss  in  any  way  with  one  an- 
other their  grievances,  their  miserable  conditions,  with  a  view  to 
forming  a  nnion  or  remedying  their  conditions. 

Mr.  Reed.  And  your  authority  for  that,  Mr.  Brandeisf 

Mr.  Bra]sdeis.  My  authority  is  this  very  long  investigation  which 
Mr.  Fitch  made  during  his  long  residence  in  that  neighborhood,  and 
I  ask  ^ou,  Mr.  Chairman  and  gentlemen  of  the  committee,  to  examine 
him  with  ffreat  fullness  upon  that  subject,  because  there  is  none  which 
interests  the  American  people  as  a  whole  so  much  as  that  proposition. 

The  Chairman.  Mr.  Brandeis,  along  that  line  you  were  asked  by 
Mr.  Reed  for  your  authority,  and  I  would  inquire  if  you  have  in- 
vestigated the  condition  on  the  Great  Lakes ;  and  do  you  know  from 
reliable  authority  of  instances  in  which  the  men  employed  on  tiie 
boats  of  the  Pittsburgh  Steamship  Cow  were  required  to  give  up  their 
union  books  and  throw  them  into  the  lake  in  order  to  retain  their 
places  on  the  boats? 

Mr.  Brakdeis.  I  have  been  told  by  what  seemed  to  me  to  be  a  care- 
ful investigator  that  that  was  the  fact. 

The  Chairman.  I  did  not  think  that  this  question  of  the  actions 
of  the  corporation  against  labor  would  be  a  Question  of  discussion, 
since  the  minutes  of  the  Steel  Corporation  snow  plainly  and  suc- 
cinctly that  they  are  opposed  to  organized  labor.  I  put  those  minutes 
in  the  record. 

Mr.  Brandeis.  I  should  hope,  Mr.  Chairman,  that  the  American 
people  would  have  upon  the  record  all  of  the  minutes^  and  transac- 
tions of  the  Steel  Corporation  and  its  subsidiaries  bearing  upon  that 
question. 

Mr.  Reed.  We  are  equally  surprised,  because  the  resolution^  of 
Congress  creating  this  committee  did  not  mention  any  such  subject 
as  that. 

The  Chairman.  That  part  of  it  has  already  been  published. 

Mr.  Brandeis.  Mr.  Young  has  asked  for  some  authority,  and  I 
think  perhaps  he  would  like  to  have  this  statement,  which  will  be 
found  on  pages  214  and  215  of  Mr.  Fitch's  book: 

I  doubt  whether  you  could  find  a  more  suspicious  body  of  men  than  tlie 
employees  of  the  United  States  Steel  CJorporntion.  They  are  suspicious  of  one 
another,  of  their  neighbors,  and  of  their  friends.    I  was  repeatedly  soapeeted 


UNITED  STATES  STEEL  COBPOBATION.  2861 

of  being  an  agent  of  the  corporation  sent  out  to  sound  mefi  with  regard  to  their 
attitude  toward  the  corporation  and  toward  unionism.  The  fact  is  the  steel 
workers  do  not  dare  openly  express  their  convictions.  They  do  not  dare  assem- 
ble and  talk  over  affairs  pertaining  to  their  welfare  as  mill  hands.  They  feet 
that  they  are  living  always  in  the  presence  of  a  hostile  critic  They  are  a  gen- 
erous, open-hearted  set  of  men  upon  the  whole.  The  skilled  men  are  intelligent 
and  are  able  and  glad  to  talk  upon  a  variety  of  subjects.  But  let  the  conversa- 
tion be  shifted  to  the  steel  works  and  they  immediately  become  reticent  It  is 
safe  to  talk  with  a  stranger  about  local  option,  the  price  of  groceries,  or  the 
prospect  of  war  with  Japan,  but  it  is  not  regarded  as  safe  to  talk  about  con- 
ditions in  the  steel  industry.  Concerning  the  most  patent  and  generally  known 
facts,  intelligent  men  display  the  most  marvelous  ignorance. 

Again  he  says: 

When  I  met  the  men  in  their  homes,  too,  there  was  suspicion  to  be  broken 
down.  Sometimes  I  could  not  get  an  opportunity  to  see  the  man  whom  I  was 
seeking.  Business  engagements  would  suddenly  be  remembered  which  prevented 
an  interview.  Several  men  refdsed  to  talk  about  mill  work.  A  highly  paid  em- 
ployee of  the  corporation  refused  even  to  see  me.  I  had  been  at  his  house,  and 
finding  that  he  was  out  I  left  word  that  I  would  return  at  a  specified  hour. 
Returning  at  the  time  named,  my  ring  brought  the  housewife  to  the  door,  who 
told  me  that  her  husband  was  at  home,  but  that  he  would  not  see  me  or  talk  to 
me,  because  the  compai^  had  forbidden  its  employees  to  talk  with  strangers 
about  mill  work.  Repeatedly  I  interviewed  men  who  answered  my  questions 
guardedly,  evidently  in  great  perturbation  of  spirit,  as  if  they  feared  that  my 
visit  boded  them  no  good.  Sometimes  when  meeting  a  workingman  and  ex- 
plaining to  btm  my  desire  to  talk  over  industHal  conditloaB  he  would  say,  pro- 
testlngly,  **  But  I  liaven't  anything  to  say  against  the  company,**  although  I  had 
not  once  mentioned  the  company.  On  several  occasions  at  the  close  of  an  inter- 
view in  which  only  the  most  careful  statements  had  been  made  my  canny  in- 
formant chuckled  in  evident  relief,  "  There,  I  haven*t  told  you  anything  against 
the  company,  have  I"?  One  man  of  long  experience  as  a  steel  worker,  who 
gave  me  a  better  insight  into  mill  conditions  than  any  other  one  person,  re- 
marked, "  I  used  to  write  for  labor  papers  a  great  deal,  and  sometimes  I  fairly 
bum  to  do  it  now — to  declare  before  the  world,  over  my  own  signature,  the 
facts  about  working  conditions  in  the  steel  industry.  But  I  can't  It  wouldn't 
be  safe.'* 

That  condition  in  regard  to  the  industry  prevails,  as  Mr.  Fitch's 
investigation  shows  very  clearly,  markedly,  wnen  it  comes  to  the  mat- 
ter of  the  political  activity  oi  the  corporation-  As  a  part  of  this 
very  desire  to  control  everything,  not  content  to  stop  with  the  control 
of  the  markd;,  and  extending  to  the  control  of  their  employees,  they 
proceed  to  the  control  of  the  political  organizations  in  tne  communi- 
ties in  which  they  live. 

In  this  connection  I  call  your  attention  to  this  statement  at  page 
229  of  Mr.  Fitch's  book : 

It  is  commonly  understood  that  the  United  States  Steel  Ck>rporation  is  the 
dominant  force  in  politics  in  the  mill  towns,  except  in  McKeeiEqport,  where  au- 
tiiority  seems  to  be  divided  with  the  brewing  Interests. 

Bepieatedly  I  was  told  that  workmen  had  been  discharged  at  Duquesne  for 
refusing  to  vote  tlie  way  the  company  wished.  I  was  told  by  one  employee  that 
he  had  been  called  into  the  office  of  his  sui)erintendent  and  remonstrated  with 
for  working  against  the  company  ticket,  and  an  Indirect  threat  was  made  of  disr 
charge^  I  was  told  by  men  of  unimpeachable  standing  in  Braddock,  who  were 
not  steel-works  employees,  that  in  the  spring  of  1908,  preceding  the  May  pri- 
maries, men  were  induced  to  vote  for  the  candidates  favored  by  the  corporation 
by  promises  of  a  resumption  of  induistry  if  the  right  men  were  nominated.  But 
the  most  damaging  testimony  that  I  received  regarding  the  interference  of  the 
Steel  Oorporation  in  politics  came  from  a  source  clearly  authoritative. 

For  obvious  reasons  I  can  not  give  my  informant's  name.  "A  short  time 
before  the  primaries  of  May,  1908,"  he  said,  "  orders  came  from  the  New  York 
office  of  the  United  States  Steel  Corporation,  to  the  general  superintendent  of 
the  Bdgar  Thomson  plant  at  Braddock,  directing  him  to  order  the  department 
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Buperintendents  to  line  ap  their  employees  for  tlie  Pearose  candidates  tor  the 
legislature.  The  general  superintendent  called  a  meeting  of  the  department 
superintendents  and  delivered  the  orders.  This  created  considerable  dismay, 
for  local  option  was  an  Issue  In  the  primaries,  and  the  Penrose  candidates  were 
opposed  to  local  option.  Some  of  the  superintendents  were  already  promlnoitly 
Identified  with  the  local  option  party  and  had  been  assisting  In  organizing  the 
campaign.  How  they  could  with  honor  or  self-respect  abandon  the  issue  at 
this  point  was  not  clear  to  the  offlclala  But  the  answer  to  the  objections  was 
clear  and  to  the  point  They  were  told  that  their  first  duties  were  to  the  cor- 
poration. They  must,  accordingly,  break  any  and  all  promises  and  work  for 
Penrose,  because  the  United  States  Steel  Corporation  wanted  him  in  the 
Senate." 

It  is  of  no  significance  whether  it  was  Senator  Penrose  or  anybody 
else  about  whom  they  were  talking;  but  the  important  thing  is  that 
the  testimony,  as  furnished  by  Mr.  Fitch — ^and  I  hope  you  will  ex- 
amine him  fully  on  this  point — shows  that  this  power,  this  huge 
power,  is  wielded  to  control  the  lives  of  *men  outside  of  the  mills  as 
well  as  in  them ;  and  I  say  that  there  is  only  one  way  of  meeting  that 
situation,  and  that  is  a  double  way. 

In  the  first  place,  we  can  not  maintain  democratic  conditions  in 
America  if  we  allow  organizations  to  arise  in  our  midst  with  the 
power  of  the  Steel  Corporation.  Liberty  of  the  American  citizen 
can  not  endure  against  such  organizations. 

The  second  is  applicable  not  only  to  the  Steel  Corporation,  but  to 
hundreds  of  others:  There  is  no  hope  for  American  democracy  unless 
the  American  workingman  is  permitted  to  combine,  and,  through 
combination  and  coUeftive  barring,  secure  for  hii^lf  the  rig& 
of  industrial  liberty. 

No  one  can  be  more  conscious  than  I  am  of  the  abuses  of  trade 
organizations.  Their  acts  are  in  many  instances  acts  to  be  con- 
demned, acts  to  be  opposed,  acts  to  be  suppressed;  but  they  are  like 
all  the  abuses  of  liberty  with  which  we  are  familiar.  We  must  main- 
tain liberty,  political  liberty,  in  spite  of  its  abuses,  and  we  must  main- 
tain the  liberty  of  combination,  and  encourage  combination  on  the 
part  of  unions,  but  hold  them  up  to  a  high  responsibility^  of  using 
well  that  power  which  is  intrusted  to  them ;  and  to  my  mind,  if  we 
once  come  to  a  time  where,  instead  of  fighting  for  their  existence, 
their  existence  is  assured  them,  and  they  fight  only  for  their  rights, 
a  large  part  of  the  abuses  of  which  we  complain  to-day  on  the  part 
of  organized  labor  will  cease. 

There  is  one  important  branch  of  this  inquiry  which  I  am  sure 
Mr.  Reed  wishes  me  to  enter  into,  and  which  1  am  as  anxious  to 
enter  into  as  he  may  be ;  and  that  is,  what  has  the  corporation,  in  its 
capacity  of  despot  and  of  absolute  ruler,  done  for  the  benefit  of  its 
people  f  What  has  been,  as  it  is  called,  the  '^  welfare ''  work  of  the 
corporation  t 

Mr.  Reed  was  afraid  yesterday  that  I  might  forget  their  pensi<Hi 
plan.  On  the  contrary,  there  is  no  part  of  their  work  which  I  am 
more  anxious  to  discuss  and  to  bring  to  the  attention  of  this 
committee. 

They  have  recently  established  a  pension  plan,  the  pension  fund 
being  based  in  part  on  that  gift  which  was  made  years  ago  for  pen- 
sion purposes  by  Mr.  Carnegie,  and  the  balance  of  it  contributea  by 
the  Steel  Corporation  or  its  subsidiaries.  Is  that  something  to  re- 
joice at  or  to  regret?    The  first  thought  of  everybody  must  m  that 
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Sensions  for  old  age  and  for  invalidity  is  one  of  the  most  commen- 
able  acts  in  whicn  any  employer  can  be  interested,  and  particularly 
in  an  industry  like  this,  which  makes  such  ravages  upon  the  strength 
and  vitality  of  those  who  are  engaged  in  it. 

But  this  pension  plan  is  not  a  pension  plan  by  which  these  men 
may  look  forward  reasonably  with  hope,  but  it  is  in  fact  only  another 
one  of  the  chains  to  rivet  them  to  their  employer  and  to  depriV^ 
them  of  the  liberty  of  American  citizens. 

What  I  am  saying  is  not  peculiar  to  the  pension  plan  of  the  United 
States  Steel  Corporation,  x  ou  will  find  this  same  characteristic  in 
the  pension  plan  of  a  number  of  the  other  large  trusts  and  other  con- 
cerns similarly  situated  and  desiring  similar  ends.  What  is  it?  It 
is  this — ^that  the  men  entering  that  employ  acquire  no  right  whatso- 
ever to  a  pension.  There  is  a  pension  fund  rrom  whicn  they  may 
obtain  a  benefit,  in  the  first  place,  if  they  remain  with  the  company, 
and  in  the  second  place,  if  tneir  conduct  while  in  the  emplo^y  of  the 
company  is  such  as  to  commend  itself  to  the  judgment  and  discretion 
of  the  officers  of  the  company. 

Let  us  see  what  that  means.  That  as  a  man  advances  in  years  and 
begins  to  feel  and  see  before  him  the  possibilities  of  old  age  and  the 
lessening  or  ceasing  of  his  earning  powers  he  finds  himself  bound 
absolutely  to  this  corporation,  not  oound  only  to  remain  with  them 
despite  the  conditions  such  as  I  have  described,  but  bound  also  while 
he  IS  with  them  not  to  do  anything  which  may  seem  to  the  officers 
of  that  corporation  to  be  disloyal  or  to  be  contrary  to  the  welfare 
or  the  best  mterests  of  that  corporation. 

When  you  have,  as  here,  a  situation  where  the  corporation  stands 
committed  before  the  world  to  that  policy  of  eliminating  trade 
unionism  from  its  establishments,  you  have  as  a  first  condition  of 
loyalty  and  of  regard  for  the  welfare  of  the  corporation — that  a 
man  should  abjure  unionism,  that  a  man  should  cease  or  refrain  from 
joining  with  his  fellow  men  to  resent  injustice  and  to  improve  his 
condition.  It  is  a  bribe,  a  new  form  of  subjection  into  which  the 
man  is  brought  by  this  corporation,  and  it  is  to  my  mind  one  of  the 
most  serious  elements  m  the  labor  situation  to-day,  because  it  is  not 
confined  to  the  Steel  Corporation. 

It  is  this  desire,  by  a  sort  of  offering  to  the  laboring  man  of  ap- 
parently something  which  is  for  his  benefit,  to  cripple  his  freedom, 
and  after  a  perio<f  of  time,  as  years  go  on  and  men  begin  to  appre- 
hend  what  may  be  in  store  for  them,  that  brings  about  the  situation 
where  you  have  all  of  these  men  who  are  within  sight  of  a  pension 
joiningtogether  as  a  solid  phalanx  to  prevent  any  change. 

Mr.  Keed.  Would  not  the  same  result  follow  a  raise  m  their  pay? 

Mr.  Brakdeis.  Not  at  all.  When  you  raise  their  pay  they  get  each 
day,  and  each  day  as  they  go  on,  payment,  and  if  that  raise  m  the  pay 
on  uie  1st  day  or  January,  1913,  is  not  what  they  think  they  are  en- 
titled to,  witnout  losing  one  cent  they  may  go  elsewhere  and  seek  a 
hi^ier  rate  of  pay.    They  are  paid  as  they  go. 

What  ought  to  be  the  rorm  of  pension  system  ?  It  is  perfectly  clear 
what  it  ought  to  be.  It  is  perfectly  clear  the  only  form  of  pension 
system  which  ought  to  exist,  indeed,  so  far  as  the  legislative  power 
of  this  country  is  concerned,  the  only  form,  ultimately,  I  believe, 
which  we  will  permit,  is  this:  A  pension  system  to  which  employer 
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and  employee  both  contribute,  the  employee  from  his  wa^^  and  the 
employer  as  a  part  of  his  obligation ;  coH^rring  upon  each  individual 
a  right — an  inalienable  right— to  the  money  which  he  has  laid  aside 
each  week  or  each  month  or  each  year,  to  which  he  would  be  abso- 
lutely entitled;  and  what  is  more  than  that,  a  fund  which  is  to  be 
admmistered,  not  by  the  corporation  as  an  act  of  charity,  of  discrim- 
inating and  interested  charity,  but  as  a  judicial  exercise  of  right  and 
equity  and  in  which  the  employees  shall  have  an  equal  say  upon  ti^e 
board  that  disposes  of  those  pensiotis  with  the  employer  himself, 

Mr.  Youi^o.  In  my  State  of  Michigan  some  corpcH^ations  proposed 
a  scheme  sudi  as  you  suggest,  and  in  each  instance  it  has  oeen  op- 
posed by  the  working  men  themselves,  who  thought  it  was  unfair  to 
them  that  they  be  required  to  contribute. 

Mr.  Brandeis.  Yes,  I  have  no  doubt,  Mr.  Young. 

Mr.  YouKO.  Another  thing:  I  speak  of  this  simply  to  show  the 
attitude  of  the  men. 

In  the  last  Congress  there  was  a  bill  introduced  by  Mr.  GilleUL  of 
Massachusetts,  for  the  pensioning  of  men  in  the  Gbvemment  employ, 
which  provided  for  a  scheme  of  the  kind  which  you  suggest,  and  to 
which  the  Government  and  the  employees  mi^t  contribute.  Another 
bill  was  introduced  by  a  gentleman  trom  New  York  whidi  providcKi 
that  the  Government  should  furnish  all  of  this  money.  From  nearly 
every  Government  employee  in  my  district  I  received  a  letter  that 
they  did  not  want  this  Gillett  bill,  saying,  ''  We  would  rather  have 
no  bill.  We  want  the  Government  to  ccmtribute  all  of  this  money.'' 
I  think  there  is  a  lar^  field  for  education  for  you  right  here  among 
the  beneficiaries  of  this  scheme. 

Mr.  Bbandeis.  I  am  perfectly  familiar  with  those  bills.  I  con- 
suited  with  Mr.  Gillett  with  regard  to  that  some  years  ago,  originally 
at  the  suggestion  of  President  Roosevelt 

There  are  two  questions  involved  in  the  inquiry  to  which  you  call 
my  attention.  The  first  question  is  one  as  to  whether  the  pension 
should  be  a  contributory  pension.  The  second  is  whether  the  pension, 
l^  whatever  fund  it  sljau  be  created,  shall  be  a  matter  of  ngit  and 
not  a  matter  of  discretion. 

The  question  to  which  you  call  attention,  and  as  to  which  your 
constituents  expressed  themselves,  was  purely  a  matter  of  tiue  con- 
tributory feature.  I  am  very  certain  every  one  of  them  would  have 
desired  that  whatever  was  to  be  the  matter  of  the  pension  should  be 
a  matter  of  right 

Mr.  Young.  If  that  is  so,  would  it  not  be  better  to  have  that  paid 
from  day  to  day,  as  you  suggest,  in  an  increase  of  wages!  Would  it 
not  be  better  for  everybody! 

Mr.  Beandbis.  I  will  teU  you  exactly  what  I  think  on  this,  because 
my  views  in  the  main  are  embodied  in  a  bill  which  the  Massadiusetts 
Legislature  passed  in  1909.  in  which  I  acted  for  the  employees  of  the 
Boston  &  Maine  Kailroaa  in  securing  that  kind  of  a  bill,  which 
seemed  to  meet  the  requirements. 

In  the  act  of  1909  of  the  Commonwealth  of  Massachusetts  it  was 
provided  that  by  vote  of  the  corporation  on  the  one  hand,  and  of  the 
employees  of  the  corporation  on  the  other  hand,  there  should  be 
estabhshed  a  pension  system  to  be  managed,  if  they  both  so  voted, 
by  a  board  ot  seven  trustees,  three  to  be  chosen  by  the  corpontion, 
three  to  be  chosen  by  the  men,  and  the  seventh  to  be  chosen  by  the 
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six  SO  chosen.  This  board,  under  the  provisions  of  the  act,  should  fix 
the  amount  of  contribution.  The  bill  provided  that  the  men's  amount 
of  contribution  should  be  e^ual  to  that  of  the  corporation,  provided 
and  subject  only  to  a  certain  provision  that  in  no  event  should  the 
pension  be  less,  I  think,  than  $200  a  year,  and  tiiat  the  corporation 
should  make  up  whatever  was  necessary  for  that  purpose.  The 
amount  to  be  paid  by  the  men  was  to  be  deducted  from  the  weekly 
pay  roll  and  go  directly  into  the  pension  fund. 

There  was  security  in  that  way,  and  there  was  a  provision  to 
create,  when  they  should  so  vote,  a  pension  which  would  give,  as  a 
matter  of  law,  a  right  as  inalienable  as  any  right  of  the  people  of 
Massachusetts  possessed  by  them  under  our  law.  It  was  expressly 
provided  that  tne  funds  should  be  free  from  taxation,  that  they  could 
not  be  taken  on  execution  as  to  anyone's  rights  therein,  and  that  they 
could  not  be  assigned.  It  was  the  idea  to  give  to  each  man  an 
inalienable  right  to  his  share  of  that  cumulative  fund,  which  should 
be  his. 

Mr.  Young.  In  that  instance  he  contributed  a  part  of  it? 

Mr.  Brandeis.  He  did  contribute.  I  am  perfectly  clear  in  my  own 
mind  that  eveiy  scheme  of  pension  which  we  are  developing  in  this 
country  should  be  contributory,  and  as  you  have  just  said,  if  the 
wagra  or  salaries  are  not  sufficient  to  enable  such  contributions  to  be 
now  made,  the  increase  ought  to  be  made,  and  the  contribution  ought 
to  come  half  from  them  as  a  matter  of  eaucation. 

I  am  perfectly  well  aware  that  it  will  be  absolutely  necessary  to 
educate  a  very  larse  number  of  men,  and  I  know  of  no  reason  in  the 
world  why  the  laborer  should  have  wisdom  superior  to  that  of  the 
employer.  People  need  education.  But  the  important  thing  for  us 
to  ao  IS  to  see  that  a  system,  such  as  the  Steel  Corporation  and  other 
trusts  and  other  large  corporations  have  introduced,  should  not  be 
introduced  which  takes  from  the  individual  workingman  that  little 
liberty  which  under  present  industrial  conditions  remains  to  him; 
and  it  is  perfectly  obvious  that  a  discretionary  system  does  take  tiiat 
away,  not  only  limiting  him  as  to  his  right  of  change,  because  if  you 
go  into  another  emplojr  you  will  not  have  anv  pension  awaiting  you, 
and  the  employee  is  riveted  to  that  establishment.  He  is  not  only 
riveted  to  that  establishment,  but  he  is  also  prohibited  from  exercis- 
ing liberty  in  the  way  of  trying  to  remove  grievances,  because  he  is 
in  constant  peril  lest  he  do  something  that  may  be  deemed  disloval ; 
and  under  the  terms  of  this  pension  scheme,  to  which  Mr.  Keed  reiers, 
his  danger  does  not  even  ena  when  he  comes  to  the  period  of  fruition, 
because  the  pension  may  be  taken  away  for  what  this  board  of  em- 
ployers may  deem  to  be  misconduct,  and  an  act  may  be  deemed  to  be 
misconduct  which  is  nothing  more  than  helping  his  fellow  workers  to 
improve  tiieir  condition. 

So  mudi  for  the  pension  scheme. 

What  is  the  other  scheme  about  which  so  much  has  been  said — ^the 
profit-sharing  scheme  ? 

Let  me  say,  before  passing,  instead  of  speaking  in  a  commendatory 
way  of  that  pension  scheme,  it  seems  to  me  the  proper  designation  for 
it  would  be  "  p«isic«ied  peonage,"  because  that  is  tne  condition  which 
it  seeks  to  create. 
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Mr.  Reed.  You  still  have  not  told  us  why  a  raise  in  pay  would  not 
have  a  like  result,  for  the  poor,  deluded  creatures  would  want  to  hold 
their  jobs. 

Mr.  Bkandeis.  They  do  not  have  to  look  forward  a  day  for  their 
raise  of  pay.  When  you  raise  their  pay  they  get  the  full  compensa- 
tion each  day,  and  the  next  day,  if  there  is  any  chance  of  improving, 
without  losing  anything,  without  losing  anything  that  dangles  before 
them,  they  can  go  into  another  employ,  and  they  can  work  They  do 
not  lose  anything.  But  this  pension  business  is  a  business  that  abso- 
lutely destroys  their  freedom,  because  it  places  them  in  this  situation : 
When  thev  get  a  little  along  in  years,  they  have  the  prospect  before 
them  of  tfcis  pension,  held  out  before  them,  that  by  holdmg  on  and 
holding  on  and  enduring  these  excessive  hours  of  labor  without  mur- 
mur, then  they  will  be  deemed  loyal,  and  that  is  the  inducement  that 
is  held  out  before  them. 

Mr.  Reed.  But  the  evidence  shows  the  Steel  Corporation  pays 
higher  wages  than  any  of  its  competitors ;  so  you  see  they  are  held  In 
peonage  by  that. 

Mr.  Brandeis.  They  are  not  held  in  peonage  by  that,  because,  ap- 
parently, the  competitors^possibly  because  conditions  are  better 
among  competitors — are  able  to  g^t  workmen  in  the  same  cities  by 

{)aying  less.  I  do  not  know  what  the  facts  may  be,  but  it  looks  to  me 
ike  it  may  be  that  working  in  Jones  &  Laughlin's  shop  may  be  un- 
doubtedly pleasanter  than  working  in  the  Steel  Corporation,  because 
men  do  work  in  Jones  &  Laughlin's  shop  for  1^  cents  per  hour  less 
than  for  the  Steel  Corporation. 

I  do  not  know  what  the  facts  are,  but  I  merely  suggest  that  as  a 
possibility. 

I  now  come  to  the  next  question,  and  that  is  the  question  of  profit 
sharing.  You  have  heard  something  about  that,  also  covering  the 
two  branches — the  bonus  system  and  the  stock-purchase  system.  Let 
us  see  what  this  is. 

In  the  first  place^  this  bonus  system  is  something  of  which  working- 
men  with  whom  1  have  been  speaking  have  perhaps  the  strongest 
reason  to  complain  rather  than  to  commend,  oecause  that  bonus,  as 
you  know,  is  ^ven  not  to  these  workingmen  whose  plight  I  have 
been  endeavormg  to  describe,  but  is  given  to  the  managing  officials, 
hiffh  and  low. 

Mr.  Young.  By  the  bonus  system  you  mean  the  $5  extra 

Mr.  Brandeis  (interposing).  No;  that  has  reference  to  the  stock 
purchase.  I  am  referring  now  to  that  distribution  from  a  given 
fund,  which  is  made 

Mr.  YoTTNO  (interposing).  I  know  what  you  refer  to. 

Mr.  Brandeis  (continuing).  Yearly  by  the  corporation  to  those 
who  are  deemed  deserving. 

Mr.  Young.  I  understand  now  what  you  refer  to. 

Mr.  Brandeis.  I  say  that  distribution  is  limited,  and  limited  very 
strictly  to  specific  classes  of  people,  namely,  those  who  have  manag* 
ing  responsibilities,  and  the  men  to  whom  I  have  referred  are  not  at 
all  in  that  class,  or  rarely,  if  ever,  does  one  get  into  that  class. 

As  to  how  it  is  divided,  it  may  be  interesting  to  have  a  sample.  In 
one  of  the  plants  out  of  1,000  or  more  employed  only^  72  received  a 
bonus.  Of  that  number  52  were  superintendents,  assistant  superin- 
tendents, and  foremen.    Nine  were  mechanical  and  civil  ana  elec- 
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trical  engineers  and  their  assistants.  Six  were  in  the  mechanical 
department — employees  and  laboratory  chiefs.  Five  were  in  the 
omce  administrative  force. 

In  respect  to  those  52  who  were  the  managers,  superintendents,  and 
foremen,  you  have  a  condition  which  is  precisely  that  of  whicn  the 
workingmen  are  most  fearful.  You  are  giving  not  only  the  ordinary 
incentive^  to  the  foremen  to  drive  the  men,^  but  you  are  giving  an 
especial  incentive  by  a  bonus  which  he  receives  and  which  in  many 
instances  amounts  to  a  very  large  percentage  of  his  fixed  salary. 

On  that  question  you  have  this  apprehension  of  the  men  in  regard 
to  speeding  up,  and,  as  Mr.  Fitch  has  brought  out  very  clearly,  the 
increased  production  of  the  steel  corporation  per  plant  has  by  no 
means  been  due  wholly  to  improvement  in  processes  and  in  ma- 
chinery. It  has  been  due  in  part  to  the  working  of  the  men  harder, 
to  driving  them  on,  and,  as  you  know,  this  bonus  is  but  one  of  the 
many  ways  of  driving  men  on.    That  is  what  they  are  afraid  of. 

They  look,  therefore,  upon  this  bonus  system,  in  whose  benefits 
they  can  in  no  way  hope  to  share,  as  a  special  injury  to  them,  because 
it  gives  an  incentive  to  the  foremen  to  push  and  drive  them  on  to 
greater  effort. 

Mr.  Young.  This  statement,  I  take  it,  you  make  now  from  your 
own  personal  knowledge  t 

Mr.  Bbandeis.  I  make  it  upon  the  statements  of  Mr.  Fitch,  and  I 
would  like  to  read  to  you  just  what  Mr.  Fitch  says  upon  this  subject. 

Mr.  Reed.  Mr.  Brandeis  told  the  committee  yesterday,  if  I  remem- 
ber his  testimony,  that  he  had  never  made  any  personal  investigation 
of  any  of  these  subjects. 

Mr.  Brandeis.  I  have  never  been  in  the  steel  works,  and  I  have 
never  made  any  inquiry  of  operatives  myself,  but  I  have  endeavored 
to  familiarize  myself  to  a  certain  extent  with  the  results  of  the  in- 
vestigation made  by  the  Commissioner  of  Labor  and  that  made  by 
Mr.  Fitch,  as  a  part  of  the  Russell  Sage  survey  at  Pittsburgh. 

Mr.   Young.  And  vour  entire  statement  is  based  on  these  two 

works? 

Mr.  Brandeis.  As  to  the  facts.  So  far  as  my  stating  opinions  is 
concerned,  I  am  wholly  responsible  for  them. 

Before  reading  those  references  I  want  to  speak  of  that  other 
method,  the  profit-diarin^  method,  about  which  Mr.  Young  just 
asked  me,  namely^  that  incident  to  the  purchase  of  shares. 

In  the  first  place,  Mr.  Chairman  and  gentlemen  of  the  committee, 
it  is  an  entire  misnomer  to  speak  of  that  as  "  profit  sharing."  It  has 
no  relation  necessarily  to  profits  at  all,  as  you  will  see.  Of  what 
does  it  consist?  Eacn  year  the  Steel  Corporation  offers  to  its  em- 
ployees, in  certain  proportions,  a  certain  amount  of  stocky  preferred, 
and  I  think  in  some  years  also  possibly  common,  at  a  price  slightly 
below  the  prevailing  market  price,  with  the  opportunity  of  paying 
for  that  stock  in  installments  within  three  years.  Of  course,  so  far 
as  that  goes,  that  is  a  mere  opportunity  to  purchase  stock. 

The  next  point  is  that  if,  after  that  stock  has  been  paid  for,  the 
employee  remains  in  the  employ  of  the  company  five  years,  and  if  he 
receives  a  certificate  to  that  effect,  a  certificate  practically  of  approval 
of  his  conduct,  he  will  receive  in  addition  to  the  ordinary  dividend 
on  that  stock,  taking  now  the  preferred  stock,  a  bonus  at  the  rate 
of  $5  a  year.  That  is,  he  will  get  $25  addition  as  a  bonus  at  the  end 
of  five  years,  provided  he  has  complied  with  two  conditions,  after  the 
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stock  has  all  been  paid  for,  of  remaining  in  the  employ  and  holding 
the  stock  five  years,  and  bein^  good  in  the  eyes  of  tm  corporation. 

Mr.  Eeed.  Where  do  you  find  anything  in  the  plan  aoout  being 
good,  Mr.  Brandeis  ? 

Mr.  Brandeis.  This  is  what  I  find  in  the  plan  as  to  being  good 

Mr.  Young.  I  suppose  if  a  man  were  to  be  discharged  within  the 
five  years  he  would  lose  his  bonus? 

Mr.  Brandeis.  Oh,  yes.  They  do  not  mean  that;  that  is  not  the 
point.  He  has  to  be  in  the  employ  during  the  five  years.  I  am  not 
taking  the  case  of  his  having  been  discharged  during  the  five  years. 

Mr.  Young.  I  thought  perhaps  that  was  what  you  meant. 

Mr.  Brandeis.  By  no  means. 

Mr.  Young.  That  he  would  so  conduct  himself  that  he  was  not  dis- 
charged? 

Mr.  Brandeis.  Oh,  no;  by  no  means.  That  would  be  perfectly 
reasonable  position. 

But  this  is  the  situation:  It  must  be  found  by  the  appropriate 
ofiicer  of  the  corporation  that  "  he  has  shown  a  proper  interest  in 
its  welfare  and  progress.'' 

Do  you  think  anybody  who  has  undertaken  to  induce  his  fellow 
employees  to  join  a  steel  workers'  union  would  be  held  by  the  cor- 
poration officials  to  have  shown  a  proper  interest  in  its  welfare  and 
progress? 

Mr.  Young.  Do  you  know  of  any  instance  where  men  have  lost 
their  bonus  by  reason  of  having  joined  a  union,  or.  in  fact,  by  any 
conduct  that  was  disapproved  of  by  the  commission! 

Mr.  Brandeis.  I  do  not,  and  I  think  it  would  be  mighty  hard  to 
make  that  investigation — for  anybody  ever  to  find  it  out. 

Mr.  Young.  The  man  who  has  been  discharged  would  be  glad  to 
tell. 

Mr.  Brandeis.  Yes;  but  of  the  30,000  or  40,000  people,  will  this 
committee  undertake  an  investigation  to  find  out  whether  that  is  so? 

I  do  not  care  whethef  one  was  discharged  or  none;  the  existence 
of  such  condition  as  that  shows  it  is  another  one  of  those  methods 
which  the  corporation  adopts  to  rivet  men  to  it.  It  is  absolutely 
an  unfair  provision. 

I  say  this  fact  shows  you  also  that  it  has  no  relation  to  profits  at 
all,  and  this  is  what  I  wanted  to  call  to  the  attention  of  the  com- 
mittee. This  corporation  binds  itself  to  pay  to  those  persons  who 
remain  as  employees  for  five  years,  and  who  are  loyal  and  sedulous 
of  the  welfare  of  the  corporation,  in  the  opinion  of  its  officers, 
w  hether  there  are  profits  or  no  profits,  $25. 

But  that  is  not  all.  There  is  another  provision  in  there  which  is 
of  ^reat  significance,  and  the  morality  of  it  I  would  like  this  com- 
mittee to  consider.  In  addition  to  this  fixed  and  binding  agreement 
to  pay,  at  the  end  of  five  years,  as  compensation  for  continumg  as  an 
employee  and  stockholder,  and  being  deserving,  there  is  another  pro- 
vision as  follows: 

The  corporation  agrees  to  pay  that  $5  a  year  into  a  fund,  regard- 
less of  whether  the  stockholaers,  these  persons  who  subscrioe,  these 
employees  who  have  subscribed,  carry  out  their  subscription.  Obvi- 
ously a  large  number  of  them  are  going  to  lapse;  some  of  them  be- 
cause they  can  not  pay;  others  because  they  may  think  it  advisable 
to  sell  out  the  stock.    Some  of  this  preferred  stock-  at  124,  under 
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one  of  the  subscriptions,  may  be  worth,  perhaps,  to-day  110  or  111. 
It  has  been  worth  very  much  less.  People  may  have  thought  it  was 
desirable  to  sell  out,  whether  it  be  because  the  man  did  not  want  to 
continue  to  pay  or  whether  it  was  because  the  man  thought  it  in- 
advisable, or  whether  it  was,  as  Mr.  Young  has  just  inquired,  be- 
cause he  was  thought  loyal  or  deserving.  At  any  rate,  a  large  num- 
ber of  these  subscriptions  lapse.  But  the  corporation  has  to  put 
into  the  fund  the  $5  for  each  one  just  the  same,  and  what  happens 
with  that  $5  ?  The  aggregate  of  the  $5  representing  lapsed  stock  is 
distributed  among  the  produire  and  faithful  subscribers  at  the  end 
of  the  five  vears. 

The  number  that  lapses  is  by  no  means  inconsiderable.  It  was  so 
considerable  on  the  first  subscription  that  those  who  did  produire  for 
for  five  years  received,  in  addition  to  their  $25,  their  bonus  and  their 
regular  dividends,  the  sum  of  $65.04  a  share  in  1908,  which  was  the 
expiration  of  the  first  five-year  period.  That  is  explained  by  the 
fact  that  there  was  a  very  heavy  lapse  rate,  and  as  a  matter  of  fact 
I  think  the  largest  lapse  rate  of  any  period. 

Mr.  YotJNo.  That  was  the  subscription  made  in  what  year? 

Mr.  Brakdeis.  The  subscription  made  in  1903,  which  was  the  year, 
as  I  recall  it,  when  this  plan  was  inaugurated. 

Mr.  Young.  What  was  the  stock  worth? 

Mr.  BsAMDEis.  I  can  find  out  by  looking  up  the  report  of  what 
the  stock  was  worth  at  that  time. 

Of  the  47,651  shares  subscribed  for,  35,112  lapsed.  You  see  about 
three-fourths  of  the  stock  lapsed,  and  the  result  was  that  the  sur- 
viving subscribers  received  that  bonus. 

Mr.  Young.  I  should  judge  they  must  have  received  in  the  bonus 
considerably  more  than  they  paid  for  the  stock  in  that  year. 

Mr.  Brandeis.  I  do  not  Imow  whether  they  did  or  not. 

Mr.  Keed.  That  is  the  fact,  Mr.  Young. 

Mr.  Brandeis.  They  certainly  received  an  extremely  large  amount. 
They  received  $65.04,  and  in  addition  to  that  the  $25,  and  in  addi* 
tion  to  that  the  $7  a  year  of  dividend  on  the  preferred  stock. 

Mr.  Beall.  Have  you  any  information  as  to  the  particular  classes 
in  which  these  lapses  occurred? 

Mr.  Brandeis.  I  have  not,  Mr.  Beall.  1  desire  very  much  to  have 
that  information,  and  I  suggest  your  committee  call  upon  the  cor- 
poration to  furnish  that. 

Mr.  Reed.  That  has  been  done,  and  is  now  in  the  record  that  is  be- 
fore the  committee. 

Mr.  Brandeis.  It  has  already  been  done  ? 

Mr.  Reed.  Yes. 
^  Mr.  Brandeis.  Whatever  it  is,  this  is  really  a  gambling  transac- 
tion. I  ask  you,  ^ntlemen  of  the  committee,  whether  it  is  not  pre- 
cisely the  transaction  which  came  up  for  so  much  discussion  in  the 
Armstrong  investigation  in  connection  with  the  tontine  preferred 
dividends?  It  difl^rs  in  no  substantial  respect  from  the  much  criti- 
cized tontine  preferred  dividend,  except  this,  that  the  men  who  went 
into  a  tontine  operation  were  sure  that  if  they  complied  with  the  con- 
ditions and  were  fortunate  enough  to  live,  they  would  get  their  share. 
But  the  Steel  Trust  employee  who  goes  into  this  operation  has  no 
such  assurance.  He  must  do  something  else.  He  must  so  conduct 
himself  that  the  corporation  shall  find  him  deserving;  and  do  you 
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think,  Mr.  Chairman  and  gentlemen,  that  a  man  who  undertook  to 
be  active  in  connection  with  trade  unionism  would  be  found  to  be  de- 
serving of  this  tontine  dividend  ? 

There,  Mr.  Chairman  and  gentlemen  of  the  committee,  you  have 
some  fair  samples  of  welfare  work,  and  there  remains  only  to  speak 
in  this  connection  of  what  they  have  done  for  accident  relief  and 
safety  work. 

From  all  the  information  I  have  been  able  to  gather,  there  have 
been  in  very  recent  years  most  admirable,  most  commendable  and  in- 
telligent efforts  on  the  part  of  the  Steel  Corporation  to  reduce  the 
accidents.  The  men  specifically  in  charge  of  that  work  have,  I  am 
told,  given  to  it  rare  intelligence  and  great  zeal,  and  the  corporation 
has  gladly  afforded  to  those  men  whatever  was  required  in  the  way 
of  money  to  meet  the  needs.  It  is  also  true  that  in  the  year  1910 
the  corporation  introduced  a  system  of  compensation  for  accidents  to 
supplement  their  safety  work. 

But  when  you  are  considering  the  very  commendable  work  that 
they  are  now  doin^,  do  not  be  misled  into  believing  that  that  work 
which  they  are  doing  is  a  natural  incident  of  this  huge  corporate 
organization.  Bear  this  in  mind,  gentlemen :  This  cc»nmendable 
work  which  they  have  undertaken  in  connection  with  accidents,  in 
the  prevention  of  accidents  and  compensation  for  accidents,  has  been 
done,  and  their  activities  and  their  plan  have  been  developed,  not  as 
a  part  of  the  early  development  of  their  business,  but  have  come  at  a 
time  and  after  largely  the  j^eat  criticism  which  the  social  workers 
of  this  country  and  the  writers  have  made  in  connection  with  the 
labor  conditions  in  the  industry. 

As  early  as  1907;  certainly  as  early  as  that,  William  Harr  wrote 
an  article  in  one  of  our  periodicals  calling  attention  to  the  ^  making 
of  steel  and  killing  of  men."  That,  I  beneve,  was  the  first  publica- 
tion, certainly  of  any  widely  distributed  publication,  which  calle<l 
attention  to  these  horrible  conditions.  Then  the  Pittsburgh  Survey 
entered  upon  that  work  of  investigation,  and  there  has  been,  of 
course,  very  much  discussion  of  the  needless  and  heartless  accidents 
in  the  industry.  The  corporation  has  followed,  not  led.  They  are 
to  be  congratulated,  and  the  community  is  to  be  couOTatulated  that 
they  have  followed.  But  it  shows,  Mr.  Chairman  ana  gentlemen  of 
the  committee,  that  the  situation  is  this:  Even  this  rich  and  ably 
managed  corporation  can  not  be  allowed  to  determine  the  conditions 
under  which  American  citizens  shall  live  and  work.  The  power  of 
the  corporation  must  be  conserved  and  the  power  of  the  workers  must 
be  increased  bv  encouraging  combination  among  them  and  collective 
bargaining,  if  we  are  to  maintain  democratic  institutions  in  this 
country. 

I  thank  you,  Mr.  Chairman  and  gentlemen  of  the  committee,  for 
your  long  and  patient  attention. 

The  Chairman.  We  are  very  grateful  to  you,  Mr.  Brandeis,  for 
your  very  able  and  interesting  elucidation  of  this  subject, 

Mr.  Young.  Mr.  Brandeis,  may  I  inquire  if  you  appear  in  response 
to  a  subpoena  or  voluntarily? 

Mr.  Brandeis.  I  appear,  Mr.  Young,  in  response  to  a  request  from 
the  chairman  that  I  should  present  to  the  committee  such  facts  and 
considerations  as  I  might  have  in  relation  to  the  labor  policy  of  the 
corporation.    I  had  previously  referred  to  that  subject  in  a  hearing 
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before  the  Senate  Committee  on  Interstate  (Commerce,  but  had  not 
gone  into  it  ftilly. 

Mr.  Young.  Do  you  represent  any  body  of  workmen,  organized 
or  otherwise,  by  whose  request  you  appear  here  ? 

Mr.  Brandeis.  No.  As  a  matter  of  fact,  I  have  had  no  com- 
munication with  any  body  of  workmen.  It  has  been  merely  a  matter 
of  the  convictions  which  I  have  formed  myself. 

Mr.  Young.  And  you  appear  voluntarily  as  a  citizen,  without  any 
employment  whatever? 

Mr.  Brandeis.  Wholly  in  that  way,  Mr.  Young. 

Mr.  Reed.  Before  the  subject  is  dropped,  and  in  order  that  the 
record  may  be  complete,  at  this  point  I  want  to  call  attention  to  the 
fact  that  at  the  present  time  a  committee  of  stockholders  of  the  steel 
corporation  is  investigating  the  subject  of  labor  conditions  with  a 
view  of  correcting  anything  that  is  found  to  be  unjust  or  improper; 
they  are  making  a  personal  investigation. 

Mr.  Brandeis.  1  should  like  to  ask  Mr.  Beed,  in  order  that  the 
record  may  be  complete  on  this  point,  whether  that  committee  of 
.<d»ckholders  was  one  that  originated  with  the  board  of  directors  or 
executive  officials,  or  whether  it  originated  with  a  stockholder,  who 
has  for  some  time  been  desirous  of  calling  the  attention  of  the  stock- 
holders to  the  unfortunate  conditions  of  labor  in  the  steel  industry ! 

Mr.  Reed.  The  thought  seems  to  have  originated  with  Mr.  Cabot^ 
of  Boston,  whose  resolution  for  such  an  investigation  was  supportea 
h7  Judge  Gary  at  the  annual  meeting  of  the  stockholders,  when 
Judge  Uary  held  the  proxies  of  a  majority  of  the  stock. 

^.  Brandeis.  Mr.  Chairman,  in  order  that  the  exact  facts  in 
respect  to  that  investigation  may  appear,  I  respectfully  request  that 
the  committee  ask  the  steel  corporation  for  a  complete  transcript  of 
all  the  correspondence  between  Mr.  Cabot  and  his  counsel  or  his 
associates,  ana  the  steel  corporation  on  this  subject,  and  the  replies 
thereto,  and  of  such  action  as  has  been  taken  by  the  corporation,  and 
by  the  committee,  with  reference  to  that  matter.  I  hope  it  will  be 
procured,  as  I  think  it  will  be  very  illuminating  to  the  committee. 

The  Chairman.  I  suppose  there  will  be  no  objection  to  furnishing 
that  correspondence,  Mr.  Reed? 

Mr.  Reed.  I  do  not  know  of  any  reason  why  we  should  object  to 
that^  Mr.  Chairman. 

The  Chairman.  Mr.  Brandeis,  you  speak  of  the  evil  effect  of 
political  activities  on  the  part  of  a  great  concern  like  this  as  impair- 
ing the  independence  of  the  voter.  I  wish  to  call  your  attention  to  an 
excerpt  from  the  minutes  furnished  the  committee  by  Mr.  McRac. 

On  June  11,  1906,  in  the  minutes  of  the  Carnegie  Co.,  I  find  this 
statement  by  Mr.  Bope : 

A  namber  of  other  very  important  matters  cnme  up  during  the  week,  which 
developed  later,  so  there  does  not  seem  to  be  n  great  deal  of  lack  of  coufidonce 
In  the  future  among  the  buyers.  They  seem  to  feel  that  thinps  will  come  out 
all  rl^t  In  the  end,  and  with  the  adjournment  of  Congress  I  believe  business 
wiU  go  right  along. 

Mr.  Young.  What  date  is  that? 
Mr.  Keed.  Those  are  the  minutes  of  the  sales  agents. 
The  Chairman.  June  11^  1906.    These  are  the  minutes  of  the  board 
of  directors  of  the  Carnegie  Steel  Co. 

These  iBreetlgatlons  have  naturally  caused  a  little  doubt  in  the  minds  of  men 
as  to  just  what  is  going  to  happen.    We  are  going  into  a  new  era,  and  like  every 
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ca0e  of  that  sort,  where  men  can  not  see  what  Is  ahead  of  them,  they  hesitate  a 
little.  The  same  condition  prevailed  six  or  seven  years  ago,  when  the  large 
combinations  of  capital  began  to  be  formed,  which  marked  a  new  era  in  the 
Industrial  world.  These  things  were  a  benefit  at  the  time  and  are  a  benefit 
to-day;  yet,  on  account  of  the  abuses  which  some  of  them  have  undoubtedly 
been  guilty  of,  we  will  have  to  figure  that  there  will  have  to  be  some  sort  of 
ooatrol  or  regulation,  and  we  will  have  to  take  It  and  make  the  best  of  it  I 
do  not  know  but  what  it  will  be  better  to  have  these  things  done  by  Repnbli- 
cans  than  by  Democrats.  A  great  many  people  fear  this  advocation  may  cause 
the  election  of  a  Democratic  Oongress  this  fall,  and  I  believe  legislation  of 
this  kind  would  have  a  worse  effect  upon  business  if  enacted  by  a  Democratic 
than  by  a  Republican  Oongress.  I  wanted  to  mention  these  things  because  thej 
are  actually  occurring,  and  are  having  some  effect  upon  commercial  conditions. 

Mr.  Brandeis.  May  I  ask  who  said  that  ? 

The  Chairman.  Mr.  Bope,  one  of  the  directors  of  the  Camegie 
Steel  Co. 

Mr.  Young.  Did  you  not  give  the  date  wrong — 1906  ? 

The  Chairman.  In  o,  sir ;  it  is  June  11, 1906. 

Mr.  Young.  I  thought  it  must  be  a  later  date,  frcHn  the  subject 
matter. 

The  Chairman.  On  July  6, 1908, 1  find  a  statement  from  Mr.  Hope, 
as  follows: 

Mr.  Bope  said  in  part:  "The  political  situation  is  holding  matters  a  Uttle, 
people  waiting,  not  because  they  hare  any  doubt  about  Bryan's  nomination  but 
to  see  what  the  Democratic  platform  is  going  to  be.  If  very  radical,  it  will 
atop  things  perhaps  for  a  couple  of  weeks  until  it  can  be  digested,  but  people 
will  not  hold  off  everything  because  they  are  anxious  to  go  ahead.  After  this 
Is  out  of  the  way  and  the  campaign  really  begins,  I  believe  that  the  sentiment 
will  be  so  strongly  in  favor  of  Taft  that  it  will  carry  business  along  with  It 
Just  as  it  did  in  1896." 

I  wanted  to  ask  you  about  the  propriety  of  concerns  of  this  kind 
considering  and  acting  upon  political  conditions. 

Mr.  Brandeis.  I  think,  Mr.  Chairman,  the  fact  that  they  do  act 
upon  political  conditions  simply  adds  to  the  many  dangers  to  de- 
mocracy which  are  inherent  in  tnese  huge  aggregations. 

Mr.  Keed.  These  quotations  which  you  have  just  made  are  from 
Col.  Bope's  weeldy  market  reports,  are  they  not  ? 

The  Chairman.  No,  sir ^  they  are  from  the  minutes  of  the  board 
of  directors  of  the  Carnegie  Steel  Co. 

Mr.  Reed.  In  which  he  makes  a  weekly  report  of  the  market  con- 
ditions to  the  directors. 

The  Chairman.  I  do  not  know  how  they  came  in  here.  I  was 
surprised  to  find  an  industrial  concern  was  incumbering  its  record 
with  a  discussion  of  political  affairs,  and  the  evil  effect  of  it  would 
be  that  they  might,  naving  that  active  interest,  be  inclined  to  use 
coercive  methods  in  connection  with  those  dependent  upon  them. 

Mr.  Reed.  I  fancy  you  will  find  in  those  same  minutes  references 
to  weather  conditions  and  crop  conditions  and  everything  else  that 
affects  business  conditions. 

Mr.  Young.  There  is  a  call  of  the  House,  Mr.  Chairman,  and  I 
move  we  adjourn. 

The  Chairman.  Unless  there  is  objection,  the  committee  will  now 
stand  adjourned  subject  to  call  of  the  chairman. 

Thereupon,  at  12.30  o'clock  p.  m.,  the  committee  adjumed  sub- 
ject to  the  call  of  the  chairman. 
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Committee  on  Investigation  of  the 
United  States  Steel  Corporation, 

House  of  Representatives, 

Friday^  February  j?,  1919. 

The  committee  met  pursuant  to  adjournment,  Hon.  Augustus  O. 
Stanley  (chairman)  presiding. 

STATEMENT  OF  JOHN  A.  FITCH,  ESQ. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  Mr.  Fitch,  have  you  been  engaged  in  any  per- 
sonal investigation  of  the  industrial  and  physical  conditions  of  the 
steel  workers  in  the  plants  of  the  United  States  Steel  Corporation? 

Mr.  FrrcH.  I  have. 

The  Chairman.  How  long  have  you  been  so  engaged  ? 

Mr.  Fitch.  I  spent  11  months  in  Pittsburgh  in  1907  and  1908,  and 
from  September,  1910,  imtil  the  1st  of  July,  1911,  I  was  engaged  in 
such  an  investigation.  In  the  latter  period  of  the  investigation, 
however,  1910  and  1911,  I  devoted  a  considerable  amount  of  time 
to  other  properties  than  those  of  the  United  States  Steel  Corpora- 
tion. 

The  Chairman.  Explain  to  the  committee  under  what  auspices 
you  were  working,  how  you  happened  to  take  up  this  work,  at  whose 
suggestion,  and  under  whose  employment? 

Mr.  Fitch.  In  1907  a  magazine  published  in  New  York,  called 
then  Charities  and  the  Commons,  which  is  now  known  as  the 
Sur>*ey,  undertook  an  investigation  of  the  living  and  labor  condi- 
tions of  Pittsburgh.  I  was  at  that  time  a  student  in  the  University 
of  Wisconsin,  and  Prof.  J.  R.  Commons  was  asked  to  go  to  Pitts- 
burgh and  undertake  the  supervision  of  an  investigation  into  the 
labor  conditions  for  publication.  I  went  with  him  as  his  assistant, 
and  later  on  I  was  retained  throughout  the  year  to  carry  on  an  in- 
vestigation independently  of  conditions  in  the  steel  mills. 

Then,  having  completed  that  investigation,  I  wrote  two  or  three 
articles  for  Charities  and  the  Commons  and  later  wrote  a  more  ex- 
tended treatment,  which  was  published  in  book  form,  called  ''  The  Steel 
Workers."  Then,  having  severed  my  connection  with  the  magazine, 
I  returned  to  them  in  the  fall  of  1910  in  order  to  carry  on  an  investi- 

§ation  of  conditions  of  the  steel  workers  throughout  the  United 
tates,  under  a  fund  which  had  been  given  to  the  Survey  by  a  man 
deeply  interested  in  those  conditions,  who  wished  to  know  about 
conditions  in  mills  other  than  in  the  Pittsburgh  district. 
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The  Chairman.  Was  that  Mr.  Cabot  t 

Mr.  FrrcH.  Charles  M.  Cabot,  of  Boston. 

The  Chairman.  He  is  himselr  a  stockholder  in  the  United  States 
Steel  Corporation,  I  believe  f 

Mr.  Fitch.  Yes;  he  is. 

The  Chairman.  You  have  explained  your  employment  under  the 
Sage  Foundation? 

^  Mr.  FrrcH.  I  was  never  employed  directly  by  the  Sage  Founda- 
tion. 

The  Chairman.  They  contributed  to  the  work? 

Mr.  ^f'rrcH.  The  Sage  Foundation  contributed  toward  the  investi- 
gation made  by  the  magazine,  and  I  was  employed  by  the  magazine. 

The  Chairman.  Have  you  ever  written  anjrthing  on  the  subject! 

Mr.  Fitch.  I  have  written  magazine  articles  and  a  book.  The 
book,  I  may  say.  was  published  directly  under  the  auspices  of  the 
Sage  Foundation. 

The  Chairman.  Were  your  articles  ever  submitted  before  pub- 
lication to  the  concerns  which  thev  discussed  and  whose  business 
affairs  they  treated  of? 

Mr.  Fitch.  All  my  articles  have  been  submitted  to  the  persons 
chiefly  interested  in  advance  of  publication. 

The  Chairman.  What  was  your  idea  in  submitting  those  articles 
to  those  attached  to  the  work  of  the  Steel  Corporation?  Did  you 
submit  them  to  the  Steel  Corporation  ? 

Mr.  Fitch.  I  submitted  all  the  material  in  my  book  to  the  presi- 
dent of  the  Carnegie  Steel  Co.,  not  to  the  officials  in  New  Yort,  be- 
cause it  dealt  chiefly  with  conditions  in  Pittsburgh  and  the  works  of 
the  Carnegie  Steel  Co.  I  did  that  because  that  is  a  regular  policy  of 
the  Survey  Magazine.  When  we  publish  an  article  which  discusses 
in  detail  the  policy  of  a  company  or  a  person  we  always  submit  the 
article  to  that  person  or  the  officials  of  that  company  in  advance  of 
publication,  so  if  we  have  made  any  mistake  it  can  be  called  to 
our  attention,  and  so,  if  they  wish  to  discuss  the  matter  with  us, 
opportunity  may  be  given  for  that  before  we  go  to  press. 

The  Chairman.  I  will  let  you  state,  Mr.  Fitch,  in  your  own  way, 
first,  and  then  we  will  ask  such  questions  as  we  deem  advisable  with 
reference  to  the  conditions,  physically  and  industrially,  governing 
the  employees  of  the  plants  of  the  Carnegie  Steel  Co.  at  Pittsburgh 
and  other  plants  which  you  have  investigated. 

Mr.  Reed.  Mr.  Chairman^  would  it  not  be  well,  before  going  onto 
that  general  subject,  to  let  the  witness  state  what  was  the  result  of 
the  submission  of  his  book  to  the  president  of  the  Carnegie  Steel  Co.? 

The  Chairman.  Yes;  you  may  state  that,  Mr.  Fitch. 

Mr.  Fitch.  I  went  up  and  had  a  talk  with  Mr.  Dinkey,  the  presi- 
dent of  the  Carnegie  Steel  Co.  There  seemed  to  be  very  little  to 
discuss.  That  happened  between  three  and  four  years  ago,  and  I 
do  not  now  recall  the  exact  conversation,  but  I  do  recall  that  the  only 
objection  that  Mr.  Dinkey  had  to  make  was  that  I  was  biased.  He 
said  he  was  sorry  I  was  biased  entirely  on  the  side  of  the  worker. 

The  Chairman.  Did  he  point  out  any  errors  of  fact  in  your  bookt 

Mr.  Fitch.  I  recall  that  he  objected  to  a  part  where  I  quoted  him. 
I  do  not  recall  that  he  made  any  objection  to  any  other  statement  of 
fact.    As  a  result  of  that,  I  eliminated  the  quotation. 
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The  Chaibmak.  That  quotation  does  not  appear  in  the  book  to 
which  he  objected? 

Mr.  FrroH.  No. 

The  Chairman.  You  may  state  in  your  own  way  the  conditions 
which  you  have  investigated  as  to  hours  of  labor  and  other  con- 
ditions. 

Mr.  FrrcH.  I  have  some  matter  which  I  desire  to  present  to  the 
committee.  It  is  somewhat  extended  in  form,  but  I  think  I  can 
cover  the  whole  situation,  and  in  this  way  perhaps  lay  a  better 
foundation  for  you  to  ask  the  questions  which  you  may  have  in 
mind. 

The  Chairman.  You  may  proceed  in  your  own  way. 

Mr.  FrroH.  The  committee  has  before  it  the  report  of  the  Bureau 
of  Labor  on  conditions  in  the  steel  industry.  It  seems,  therefore, 
rather  unnecessary  for  me  to  say  anything  about  hours  of  labor  <»* 
wages,  for  the  bureau  report  is  full  and  complete.  I  will  state,  how- 
ever, briefly  what  I  know  from  personal  investigation  and  without 
regard  to  the  Bureau  of  Labor  report.  Throughout  the  country  in 
the  steel  industry  the  standard  working  day  in  manufacturing  proc- 
esses is  12  hours  long.  Such  information  as  I  have  been  able  to  get 
directly  from  steel  companies  would  indicate  that  the  12-hour  work- 
men are  in  the  majority.  There  are  very  large  numbers  of  workmen 
engaged  in  processes  other  than  manufacturing,  such  as  machinists, 
molders,  blacksmiths,  and  repair  men.  Their  working  day  is  gen- 
erally 10  hours  long.  It  has  been  the  practice,  however,  to  extend 
these  hours  whenever  necessary.  Ten-hour  machinists  may  work  12 
hours,  and  repair  men  usually  work  until  a  breakdown  is  repaired, 
however  long  that  may  be.  I  have  talked  with  men  who  have 
worked  24  hours,  36  hours,  and  even  48  hours  continuously,  without 
rest,  in  repairing  a  breakdown. 

I  might  say,  however,  my  understanding  is  the  Tennessee  Coal  A 
Iron  Co.  has  placed  a  limit  of  20  hours  on  such  a  repair  job. 

Mr.  Bartlett.  On  a  breakdown  job,  you  mean  ? 

Mr.  FiTOH.  Yes. 

My  investigations  have  led  me  to  believe  that  in  the  period  from 
1908-1911  from  20  to  30  per  cent  of  all  employees  in  steel  mills 
worked  seven  days  a  week.  During  the  year  1911  a  plan  has  been 
adopted  by  the  United  States  Steel  Corporation  designed  to  give  all 
employees  one  day  of  rest  in  seven.  This  plan  has  not  been  adopted 
by  all  the  subsidiary  companies  of  the  Steel  Corporation.  It  is  being 
tried  in  a  number  of  them,  however,  and  to-day  that  corporation  is 
not  the  offender  in  this  respect  that  it  was  a  year  agp. 

It  is  very  difficult  for  me  to  give  any  figures  regarding  wages  other 
than  the  common-labor  rate.  There  are  so  many  different  classes  of 
employees  in  the  skilled  occupations  that  a  complete  statement  of 
wages  paid  would  be  a  very  elaborate  schedule.  I  can,  however, 
give  the  common-labor  rate,  and  that  this  is  a  significant  rate,  be- 
cause more  than  60  per  cent  of  all  the  employees  are  unskilled  labor- 
ers and  receive  that  rate.  This  rate  in  the  mills  of  the  United  States 
Steel  Corporation  in  Birmingham,  Ala.,  is  13  and  14  cents  an  hour. 
In  Chicago  it  is  17  cents,  and  m  Pittsburgh  it  is  17^  cents. 

This  rate,  in  fairness  I  mi^ht  say,  is  higher  than  that  paid  by  the 
independent  companies  usually  in  the  same  district. 
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Mr.  Bartlett.  Are  you  goine  to  show  how  the  independent  com- 
panies maintain  the  hours  of  labor?  Do  you  mean  by  that  that  all 
the  steel  companies  pay  that  rate? 

Mr.  FrrcH.  I  mean  the  rate  per  hour  is  usually  a  little  higher  in 
the  Steel  Corporation  mills. 

Mr.  Bartlett.  Do  you  mean  those  hours  of  labor  applied  to  the 
independents  as  well  as  to  the  others? 

Mr.  FrrcH.  The  hours  of  labor  are  practically  the  same,  though 
the  seven-day  week  has  been  rather  more  extensive  in  the  in&- 
pendent  mills  than  in  the  Steel  Corporation  mills. 

In  Chicago  and  Pittsburgh  the  associated  charities  have  recently 
made  careful  studies  of  the  cost  of  living  and  have  arrived  at  con- 
clusions as  to  the  income  necessary  in  their  resi)ective  cities  to  pro- 
vide a  bare  subsistence  for  a  workingman's  familv,  including  hus- 
band, wife,  and  three  children.  They  put  the  figure  at  $630  in 
Chicago  and  at  $768  in  Pittsburgh.  If  a  common  laborer  works 
12  hours  a  day  365  days  a  year  m  the  Chicago  mill  he  will  earn 
about  a  hundred  dollars  more  than  the  minimum  estimate.  If  he 
takes  his  Sundays  off  and  works  12  hours  a  day  for  313  days  he  will 
just  about  make  it  But  if  the  period  of  employment  drops  to  300 
days,  which  is  better  than  the  steel  companies  have  been  doing  for 
some  time,  his  income  will  not  reach  this  minimum  standard  of  de- 
cency, even  if  he  works  12  hours  a  day.  And  if  he  works  only  10 
hours  a  day  he  will  not  reach  this  minimum  even  by  working  365 
days  in  the  year.  In  Pittsburgh  if  a  man  works  12  hours  a  day  for 
365  days  in  the  year  for  the  Steel  Corporation,  at  17^  cents  an  hour, 
his  income  will  be  $766.50,  which  is  a  dollar  and  a  half  less  than  the 
minimum  standard. 

The  Chairman.  Can  you  furnish  us,  further  on,  what  the  asso- 
ciated charities  consider  a  bare  subsistence  and  of  what  elements  it 
is  made  up  ? 

Mr.  FrrcH.  I  have^  with  me  the  complete  study  that  was  made  by 
the^  Pittsburgh  associated  charities.  I  have  not  the  same  thing  for 
Chicago,  but  I  can  secure  a  statement  showing  the  different  items. 
It  never  was  stated  as  completely  as  the  Pittsburgh  showing,  however. 

The  Chairman.  That  is  what  I  wanted. 

Mr.  FrrcH.  Turning  now  to  other  conditions  in  the  industry,  there 
are  a  number  of  thinss  which  the  United  States  Steel  Corporation 
has  done  in  the  last  three  or  four  years  to  which  I  wish  especially 
to  direct  your  attention.  Four  years  ago  the  steel  mills  of  this 
country  were  notorious  for  the  injuries  which  the  workmen  were  con- 
stantly receiving.  Not  onlj  the  accident  rate,  but  the  death  rate 
from  accidents  was  very  high.  It  is  still  very  high  in  some  mills 
in  this  country,  but  the  United  States  Steel  Corporation  has  suc- 
ceeded in  materially  reducing  this  rate  in  the  last  four  years  through 
a  safety  policy  which  is  at  once  unique  and  effective.  I  can  not  dis* 
cuss  this  policy  in  detail.  It  is  enough  to  say  that  through  protective 
devices  at  dangerous  points  the  Steel  Corporation  mills  are  setting 
standards  for  the  industry. 

But  more  important  than  this  is  the  safety  organization,  which 
has  enlisted  not  only  the  managers  but  the  workmen  themselves  in  a 
campaign  for  safety.  There  are  men  in  charge  of  the  safety  work  in 
each  plant  who  are  responsible  for  safety  and  not  for  output    The 
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work  that  these  men  are  doing,  together  with  that  of  the  general 
safety  committee  of  the  United  States  Steel  Corporation,  is  one 
that  can  not  be  too  highly  commended. 

The  Steel  Corporation  has  recently  formed  a  welfare  committee 
which  is  looking  into  the  question  of  health  and  sanitation.  I  know 
less  of  the  work  of  this  committee  than  I  do  of  the  safety  conmiittee. 
It  has  not  been  in  existence  so  long.  But  if  it  does  its  work  as  well 
it  will  contribute  very  much  to  the  welfare  of  American  workin^en. 

Of  other  plans  that  are  being  worked  by  the  steel  corporation  I 
can  not  speak  with  so  much^  pleasure.  The  compensation  plaa 
of  the  corporation  is  one  that  is  in  many  ways  creditable  to  it  It 
provides  for  a  definite  and  sure  compensation  in  case  of  accident, 
so  that  an  employee  need  no  longer  run  the  gamut  of  the  common- 
law  defenses  before  he  receives  anything  in  return  for  the  injury 
that  he  has  sustained.  But  whether  intentionally  or  unintentionally 
the  compensation  plan  is  admirably  designed  to  curtail  the  freedom 
of  the  men.  If  a  man  has  been  working  less  than  five  years  for 
the  Steel  Corporation  when  he  gets  hurt  he  receives  only  85  per 
cent  of  his  weekly  salary  as  compensation.  After  five  years  the 
amount  of  compensation  increases  2  per  cent  for  each  year. 

Thus,  if  a  man  would  receive  anything  like  adequate  compensa- 
tion, he  must  work  for  the  cpmpanv  for  a  long  time.  He  must  be 
careful,  th^,  not  to  conduct  himself  in  such  a  manner  as  to  be  in 
danger  of  discharge.  Of  course,  it  is  eminently  desirable  and  reason- 
able, taken  from^  the  standpoint  of  the  Steel  Corporation,  that  its 
men  should  remain  a  lon^  time  in  its  employ,  but  tnis  scheme  would 
be  more  nearly  fair  if  adequate  compensation  were  paid  regardless 
of  the  length  of  time  the  man  had  been  in  the  companv's  employ- 
men.  The  brewers'  association  and  the  brewery  workers'  union 
have  recentlv  worked  out  together  a  compensation  plan  which  pro- 
vides that  tne  injured  man  shall  receive  65  per  cent  of  his  weekly 
wages  regardless  of  the  length  of  his  employment.  To  receive  the 
^ame  rate  of  compensation  an  employee  of  the  Steel  Corporation  will 
have  to  remain  in  the  employ  of  that  company  20  years. 

Mr.  Bartlett.  Sixtv-nve  per  cent  of  his  compensation  is  paid  for 
how  long,  Mr.  Fitch  i  In  the  last  statement  you  made  as  to  the 
brewers'  association  he  received  65  per  cent  of  his  wages  for  what 
year? 

Mr.  FrroH.  I  do  not  recall  all  the  details  of  that  plan.  For  tem- 
porary disability  he  receives  65  ner  cent  of  his  wages- — 

Mr.  Bartlett  (interposing) .  oo  long  as  he  remain  disabled? 

Mr.  FrrcH.  For  a  definite  length  of  time,  but  I  do  not  now  recall 
what  that  is.  If  what  appears  to  be  a  temporary  disability  runs 
into  what  could  be  a  permanent  disability,  tne  65  per  cent  is  con- 
tinued for  quite  a  period  of  time. 

Mr.  Bartlett.  The  laws  of  the  United  States  in  some  cases  provide 
that  when  a  person  engaged  in  some  service,  like  the  Life-Saving 
Service,  is  injured  he  snail  receive  one  year's  pay.  I  want  to  know 
how  long  a  time  the  65  per  cent  of  his  wages  continues,  whether  dur- 
ing the  time  he  is  permanently  disabled,  or  whether  it  is  like  accident 
insurance,  which  gives  so  much  a  week  for  permanent  disability  for 
so  mamr  weeks. 

Mr.  FrrcH.  I  can  furnish  you  that  information. 

Mr.  Bartlett.  I  will  be  glad  to  have  it 


2878  UNITED  STATES  STEBIj  COBFOBATION. 

Mr.  Fitch.  If  he  is  permanently  disabled,  as  I  recall  it,  his  65  per 
cent  goes  on  indefinitely,  or  a  lump  sum  may  be  paid  equivaknt  to 
what  his  dependents  would  have  received  in  case  he  had  been  killed 
instead  of  injured. 

Mr.  Bartlett.  Takinjg  into  consideration  the  longevity  tables  as 
to  how  long  he  might  live  ? 

Mr.  Fitch.  Yes. 

Mr.  McGiLLicuDDT.  Is  there  any  provision  in  that  compensation 
scheme  whereby  the  employee  waives  his  right  to  recover  any  l^al 
damages  at  the  common  law  or  under  the  statute? 

Mr.  Fitch.  To  which  scheme  do  you  refer? 

Mr.  Seed.  Perhaps  I  can  give  the  information. 

Mr.  McGiuLicxjDDY.  I  shall  be  glad  to  have  it. 

Mr.  Reed.  The  plan  is  fully  voluntary  on  the  part  of  both  em- 
ployee and  corporation.  After  the  accident  the  employee  has  tiie 
option.  He  may  either  sue  at  common  law,  or  he  may  take  the 
accident  relief.  Nothing  done  before  the  accident  by  him  or  by  the 
company  binds  him  to  elect  before  the  accident  which  he  wiU  do. 

Mr.  McGiLLicuDDY.  But  he  must  elect  after  the  accident? 

Mr.  Keed.  After  the  accident;  yes.    He  can  not  have  both. 

Mr.  McGiLLicuDDY.  How  soon  after  the  accident  must  he  elect? 

Mr.  Reed.  Any  time;  except  he  must  apply  for  his  relief  within, 
I  think,  90  days,  if  he  expects  to  get  it. 

Mr.  McGiLMcuDDy.  If  he  applies  for  and  accepts  relief,  under 
your  scheme  of  compensation,  he  waives  any  common-law  or  statu- 
tory ri/s^t? 

Mr.  Beed.  He  is  required  to  give  a  release  when  he  accepts  the 
compensation. 

Mr.  Gardner.  Does  the  witness  know  whether  the  Brewers'  Asao- 
ciation  arrangement  is  similar? 

Mr.  Fitch.  I  think  it  is. 

Mr.  Beed.  I  would  like  to  interject  a  further  remark,  that  there  is 
nothing  in  this  compensation  plan  that  resembles  the  usual  oompenr 
sation  plan  adopted  by  the  railroads,  which  binds  th^men  in  advance 
of  the  accident  to  take  the  compensation  and  surrender  their  com- 
mon-law relief. 

Mr.  Bartlett.  That  sort  of  contract  by  many  courts  is  held  not 
binding  anyhow. 

Mr.  Reed.  It  has  been  held  binding  in  Pennsylvania. 

Mr.  Bartlett.  And  held  not  binding  in  Georgia  by  a  recent  de- 
cision. 

The  Chair3iax.  It  has  been  held  in  Pennsylvania  that  if  a  rail- 
road runs  over  a  farmer's  cow  and  kills  the  cow,  they  can  sue  the 
farmer  for  trespass  on  the  railroad's  property. 

Mr.  Reed.  It  has  been  held  that  any  person  whose  negligence  is 
the  proximate  cause  of  an  accident  is  responsible  to  the  company; 
yes. 

The  Chairman.  You  may  proceed,  Mr.  Fitch. 

Mr.  FrrcH.  The  pension  plan  of  the  Steel  Corporation  is  also 
admirably  suited,  whether  so  intended  or  not,  to  limit  the  freedom 
of  activity  of  the  employee.  Pensions  are  good  things  in  industry. 
There  is  need  of  some  such  system ;  but  in  a  single  company  it  can 
not  have  any  other  effect  than  the  limiting  of  the  spirit  of  independ- 
ence of  the  workmen.    As  a  man  gi-ows  older  he  will  think  several 
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times  before  he  will  protest  against  conditions  which  he  considers 
unjust  lest  he  be  discharged  and  lose  his  pension.  Of  course,  the 
Steel  Corporation  has  the  privilege  of  discharging  any  of  its  em- 
ployees at  any  time  that  it  sees  fit.  No  one  would  question  that ;  yet 
it  was  thought  wise  for  some  reason  to  insert  the  following  statement 
in  the  general  regulations  of  the  pension  fund,  section  26 : 

Neither  tbe  creation  of  this  fund  nor  any  other  action  at  any  time  taken  by 
any  corporation  under  the  provisions  of  the  fund  or  by  the  board  of  trustees 
shall  give  to  any  employee  a  right  to  be  retained  in  the  service,  and  all  em- 
ployees remain  subject  to  discharge  to  the  same  extent  as  if  this  pension  fund 
had  never  been  created. 

The  so-called  profit-sharing  plan  of  the  Steel  Corporation  is  also 
desimed  to  limit  the  independence  of  the  workmen.  It  is  not  a 
profit-sharing  plan,  properly  speaking,  because  it  extends  only  to 
those  employees  who  buy  stock.  Such  employees  receive  a  bonus 
each  year  for  five  years  of  $5  for  each  share  of  stock.  They  also  are 
to  receive  an  extra  dividend  at  the  end  of  five  years  made  up  of  the 
bonus  fund  which  has  accumulated  owing  to  employees  failing  to 
pay  for  their  stock  or  leaving  the  employ  of  the  company.  But  the 
rules  of  this  profit-sharing  plan  read  that  employee  stockholders 
may  receive  these  extra  diviaends  and  bonuses  not  as  a  matter  of 
right  but  at  the  pleasure  of  the  corporation.  And  they  are  to  be  p^id 
only  to  those  men  who  have  "  shown  a  proper  interest  in  its  welfare 
and  progress."  As  to  the  extra  dividend,  coming  at  the  end  of  five 
years — 

The  corporation  will  then,  by  its  own  final  determination,  award  to  each  man 
whom  it  shall  find,  deserving  thereof  as  many  parts  of  such  accumulated  fund 
as  shall  be  equal  to  the  number  of  shares  then  held  by  hiui  under  this  plan. 

Consequently,  in  spite  of  welfare  work  and  in  many  eases  because 
of  it,  the  United  States  Steel  Corporation  constitutes  a  serious  men- 
ace to  the  well-being  and  peace  of  the  people.  The  power  exercised 
by  this  corporation  is  entirely  inconsistent  with  the  political  prin- 
ciples upon  which  our  Government  is  founded.  Communities  are  in 
many  parts  of  the  country  silenced  because  of  the  fear  that  exists 
that  the  steel  company  may  remove  its  plant  and  throw  men  out  of 
employment  and  thus  injure  the  community  if  the  community  oflFeiids 
the  steel  company.  It  is  because  of  this  fear  that  religious  and 
civic  organizations  have  failed  in  the  past  to  protest  against  labor 
conditions  which  they  knew  were  bad. 

But  the  power  of  the  steel  companies  is  most  unrestricted  and  most 
effective  over  the  men  who  work  in  the  mills.  In  order  to  under- 
stand this  fully  one  must  realize  what  the  policies  of  the  Steel  Cor- 
poration are,  and  have  been  for  years,  with  respect  to  the  freedom 
of  action  on  the  part  of  their  employees.  It  was  brought  out  before 
your  committee  some  time  ago  that  as  early  as  1901  the  executive  com- 
mittee of  the  Steel  Corporation  went  on  record  as  opposed  to  organ- 
ized labor.  Since  that  time  a  coiLsistent  fight  has  been  made  by  the 
Steel  Corporation  against  all  the  unions  to  which  any  of  its  em- 
ployees have  belonged. 

Mr.  Reed.  You  do  not  mean  to  include  railroad  unions  in  that,  do 
you,  Mr.  Fitch? 

Mr.  Fitch.  I  will  exclude  the  railroad  unions,  because  T  have  not 
looked  into  that  under  the  corporation  business. 
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In  1901  they  loosened  the  grip  of  an  already  weakening  union 
among  the  steel  workers ;  in  1909  they  completed  the  work  by  elimi- 
nating that  union  absolutely.  In  1908  the  Pittsburgh  Steamsnip  Co., 
the  most  important  member  of  the  Lake  Carriers^  Association,  and 
operating  the  ore  boats  of  the  Steel  Corporation,  refused  to  deal 
longer  with  the  Lake  Seamen's  Union,  and  apparently  brought  the 
Lake  Carriers'  Association  into  line  in  the  same  policy.  During  the 
strike  on  the  Great  Lakes  which  followed,  the  LaKe  Carriers'  Associ- 
ation officers  refused  to  accept  an  invitation  from  the  *boards  of  arbi- 
tration of  the  five  States  surrounding  the  Great  Lakes  to  state  their 
case  before  them.  In  the  strike  of  1909,  in  which  the  Steel  Corpora- 
tion finally  eliminated  the  Amalgamated  Association,  ihe  attempt  of 
the  State  Board  of  Arbitration  of  Indiana  to  bring  about  concili- 
ation was  refused. 

To  quote  from  the  Seventh  Biennial  Report  of  the  Indiana  Labor 
Commissioner  for  1909-10,  page  84 : 

Responding  to  the  request  of  the  I^bor  CommlBSion  of  Ohio,  the  Indian  Com- 
mission  went  to  Pittsburgh  to  join  the  commissions  of  West  Virginia  and  Ohio 
in  an  effort  to  accomplish  something  that  might  end  the  strike.  At  Pittsburgh 
the  representatives  of  the  American  Co.  (meaning  evidently  the  American  Sheet 
&  Tin  Plate  Co.)  were  more  arbitrary  than  local  representatives,  and  refused 
to  confer  with  the  Joint  commission. 

The  methods  employed  by  the  United  States  Steel  Corporation  to 
keep  its  plants  nonunion  are  many.  First,  there  is  the  secret-service 
department,  of  which  Greorge  Preston,  of  the  Carnegie  Steel  Co.,  is 
the  head.  Just  how  this  system  operates  probably  no  one  but  ilr. 
Preston  could  tell.  That  its  operation  is  effective,  however,  is  testi- 
fied to  by  workmen  and  union  officials.  No  meeting  can  be  held  to 
discuss  conditions  of  emplovment  and  ways  of  bettering  them  with- 
out the  Steel  Corporation  being  furnished  with  a  list  of  names  of 
those  who  attended.  As  a  result  of  this  system,  the  workmen  in  the 
steel  company  mills  are  suspicious  not  only  of  stran^rs  but  of 
friends.  No  man  knows  but  that  his  next-door  neighbor  is  a  spy,  and 
so  these  men  hesitate  to  speak  their  minds  openly  and  fear  to  act  as 
independent  citizens. 

It  should  be  noted  that  this  policy  is  more  than  a  nonunion  policy; 
that  it  is  more  than  an  objection  on  the  part  of  the  company  to  that 
sort  of  activity  which  tends  to  hamper  business;  it  is  a.aenial  of  the 
right  of  an  employee  to  any  voice  regarding  the  conditions  of  his 
emplovment.  It  is  not  so  much  unionism  that  is  under  the  ban  as 
it  IS  rreedom  of  action.  Men  have  been  discharged  at  Homestead 
both  before  the  formation  of  the  Steel  Corporation  and  after  thatdate 
not  for  making  unjust  demands  but  for  attempting  to  promote  an 
organization  whose  possible  demands  could  not  have  been  known 
at  the  time  the  leaders  were  discharged.  Within  two  years  at  Gary 
men  have  been  discharged  in  large  numbers,  not  for  making  unjust 
demands,  not  for  trying  to  interfere  in  the  business  of  the  steel  com- 
pany, but  because  they  attempted  to  form  some  sort  of  organization. 
So  far  as  the  company  had  information,  and  so  far  as  any  expres- 
sion from  the  men  was  concerned,  the  organization  that  the  men 
were  attempting  might  have  been  for  social  purposes  only.  But  the 
company  took  no  chances.    It  discharged  the  men. 

As  further  evidence  that  the  United  States  Steel  Corporation  is 
opposed  to  independence  rather  than  unionism,  let  me  cite  the 
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of  a  group  of  men  in  the  Edgar  Thomson  plant  at  Braddods,  Pa. 
A  group  of  men  there  a  few  years  ago,  engaged  in  similar  work, 
drew  up  a  petition  asking  for  an  eight-hour  day.  They  said  in  the 
petition  that  they  would  oe  willing  to  accept  a  reduction  in  wages, 
if  tiiat  were  necessary,^  to  secure  the  shorter  work  day.  They  signed 
this  petition  and  sent  it  to  the  superintendent.  The  amount  of  con- 
sideration it  received  may  be  judged  from  the  fact  that  no  reply  ever 
came  back  to  the  men. 

I  once  received  an  intimation  from  the  headquarters  of  the  United 
States  Steel  Corporation  in  New  York  that  the  head  officials  of  the 
company  did  not  approve  of  this  policy  and  that  it  would  be  agree- 
able to  them  to  have  such  petitions  sent  directly  to  New  York. 

The  Chaibman.  Who  gave  you  that  intimation;  Judge  Gary? 

Mr.  FrrcH.  Judge  Gary;  yes. 

In  consequence  of  this  mtimation  Mr.  Paul  U.  Kellogg,  managing 
editor  of  the  Survej  Magazine,  wrote  to  a  department  superintendent 
in  a  Pittsburgh  mill  and  suggested  to  him  that  he  draw  up  a  peti- 
tion asking  for  one  day  of  rest  in  seven  and  ^et  his  men  to  sign  it 
and  send  if  to  the  New  York  office.  We  knew  this  man  to  be  a  rather 
important  official,  drawing  a  large  enough  salary  to  have  enabled  him 
to  accumulate  property,  and  we  thought  that  he  was  in  an  independ- 
ent position. 

The  Chairman.  About  what  was  that  salary ;  do  you  know  ? 

Mr.  FrrcH.  I  have  no  way  of  knowing.  I  should  hazard  a  guess 
at  $4,000  or  $5,000. 

We  also  know  that  he  was  opposed  to  seven-day  labor.  His  reply 
to  this  suggestion  was  that  he  did  not  want  to  be  discharged  and  was 
not  ready  to  resign.  Therefore  he  thought  he  would  not  circulate  the 
petition.  Since  that  time  I  have  in  a  number  of  cases  suggested  in 
personal  conversation  with  highly  skilled  and  well-paid  employees 
of  the  steel  corporation  who  seemed  to  be  dissatisfied  with  certain 
conditions  of  their  employment,  that  they  write  to  headquarters  in 
New  York.  Their  replies  have  invariably  been  similar  to  that  of 
the  Pittsburgh  supermtendent.  Not  one  of  them  believed  in  the 
power  of  the  If ew  York  office  to  protect  him  from  his  own  immediate 
superior. 

The  most  striking  examples  of  the  attitude  of  the  steel  corporation 
toward  collective  activity  on  the  part  of  its  employees  were  given 
during  the  strike  of  1909  in  the  sheet  and  tin  mills.  During  that 
strike  there  were  thin^  done  on  both  sides  which  no  right-thinking 
person  can  approve.  3ut,  of  course,  an  unjust  act  on  one  side  does 
not  justify  an  unjust  act  on  the  other.  At  Apollo,  Pa.,  there  was 
demonstrated  in  a  rather  remarkable  way  the  power  of  the  steel  cor- 
poration over  a  community  and  over -its  employees.  Apollo  is  just 
across  the  Kiskiminetas  River  from  Vandergrift,  where  the  largest 
plant  of  the  American  Sheet  &  Tin  Plate  Co.  is  located.  This  was 
and  IS  a  nonunion  mill.  In  carrying  on  the  struggle,  however, 
organizers  of  the  Amalgamated  Association  went  to  that  community 
for  the  purpose  of  organizing,  if  possible,  the  employees  of  the  Van- 
dergrift mill.  They  went  to  a  little  hotel  in  Apollo  called  Park's 
Hotel,  managed  by  Mr.  and  Mrs.  T.  J.  Parks.  Attempts  were  made 
then  to  secure  a  building  in  which  to  hold  meetings,  but  no  one  would 
let  them  have  a  building. 
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The  Chaibman.  How  lar^  is  that  town? 

Mr.  Fitch.  I  never  was  in  it  but  once,  and  I  never  looked  up  the 
census  jBgures,  but  I  should  hazard  a  guess  that  2,000  or  3,000 ;  per- 
haps more  than  that. 

The  situation  was  summed  up  in  a  local  paper,  the  Apollo  Sentinel, 
on  Friday,  July  30, 1909,  as  follows : 

Recently  a  number  of  men  representing  the  Ironworkers'  union  were  run 
out  of  Vandergrift  and  Vandergrift  Heights.  -  Falling  to  find  shelter  in  either 
of  those  towns,  they  came  to  Apollo  and  have  been  endeavoring  to  organize  the 
men,  with  headquarters  at  Apollo.  The  sentiment  is  strong  against  them 
among  the  business  men  of  the  community,  and  a  large  majority  of  the  mill 
men  are  opposed  to  them,  although  they  have  a  following  among  a  few  of  the 
younger  men.  The  organizers  have  been  endeavoring  to  hold  a  mass  meeting, 
but  have  been  unable  to  secure  a  suitable  place. 

After  falling  to  secure  a  building,  they  made  an  effort  to  hold  an  open-air 
meeting,  but  have  been  unsuccessful  in  securing  a  lot.  Thursday  evening  a 
citizens'  meeting,  including  merchants  and  mill  men,  was  held  with  tte  organ- 
izers and  with  Burgess  Steele  and  they  were  warned  to  leave  the  community. 

I  spent  a  few  hours  in  Ap^oUo  in  September,  1911.  Ilie  testimony 
was  universal  that  the  or^nizers  behaved  themselves  and^kept  within 
the  law,  and  yet  the  business  men  of  the  town  held  a  meeting,  pre- 
sided over  by  the  burgess — ^that  is,  the  mayor  of  the  town — for  the 
purpose  of  warning  those  citizens  to  leave.  Finally  the  organizers 
did  secure  a  vacant  lot  upon  which  to  hold  a  meeting.  Even  then 
the  owner  of  the  lot  came  and  tried  to  give  back  the  money  that  had 
been  paid  him  for  the  lot,  saying  that  he  could  not  continue  d<Hng 
business  in  Apollo  if  a  union  meeting  were  held  on  his  property. 
Nevertheless,  the  meeting  was  held  late  in  the  afternoon,  ^fter  it 
was  over  some  strange  things  happened.  Citizens  of  AppoUo  told 
me  that  a  man  namedLindquist,  a  superintendent  of  a  department  in 
the  Vandergrift  mill,  came  over  to  Apollo  at  the  head  of  a  mob  of 
men  and  ordered  the  organizers  to  leave  town.    Mr.  T.  J.  Parks,  pro- 

Erietor  of  the  little  hotel  where  the  men  were  stopping,  told  me  that 
andq[uist  threatened  to  tear  his  hotel  down  if  he  did  not  force  the 
organizers  to  leave.  Exactly  what  happened  after  that  I  do  not  wish 
to  attempt  to  say,  because  tnere  are  conflicting  reports,  but  Burgess 
Steele  told  me  that  he  came  down  to  the  hotel  and  acted  as  interme- 
diary between  Lindquist  and  the  organizers,  and  that  he,  Steele,  got 
the  organizers  to  agree  to  leave  early  the  next  morning.  He  earned 
this  message  back  to  Lindquist,  he  says,  and  then  Lindquist  went 
awav. 

The  Chairman.  You  refer  to  "Burgess  Steele."  Is  that  the  mayor 
of  the  town  ? 

Mr.  Fitch.  Yes,  sir;  the  mayor  of  the  town. 

Steele  also  said  that  he  went  down  to  the  hotel  the  next  morning 
in  company  with  another  representative  of  the  steel  company  to  see 
to  it  that  the  men  kept  their  promise.  Lindquist,  who  was  last  Sep- 
tember still  in  the  emplov  of  the  steel  company,  denies  the  whole 
story.  There  are,  however,  numerous  affidavits  in  connection  with 
the  matter  which  aver  that  not  only  these  things  which  I  have  related 
did  occur,  but  other  things  as  well.  Since  this  affair  in  1909  Mr. 
Parks  tells  me  that  he  has  been  unable  to  secure  any  steel  workers  as 
boarders  at  his  hotel.  About  half  a  dozen  were  boarding  there 
when  this  affair  took  place  and  they  were  obliged  to  leave. 
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The  matter  which  I  have  thus  presented  is  the  result  of  my  own 
investigation  and  conversation  with  business  men  in  Apollo.  I  would 
like,  however,  to  read  statements  of  some  of  the  union  men.  I  have 
here  the  journal  of  proceedings  of  the  National  Lodge  of  th^  Amal- 
gamated Association  of  Iron,  Steel,  and  Tin  Workers,  held  in  Fort 
Wayne,  Ind.,  in  1910.    There  is  a  statement  on  page  8912      / 

Mr.  Keed  (interposing).  Will  the  chairman  permit  me  to  object  to 
this  as  heresay? 

The  Chairman.  Yes. 

You  may  proceed  Mr.  Fitch. 

Mr.  FrrcH.  This  statement  is  si^ed  by  Robert  Edwards,  and  this 
journal  says  it  was  sworn  to  by  him.  I  will  read  part  of  his  state* 
inent : 

After  the  adjournnieut  of  the  meeting  Ht  or  about  7.15  o'clock  p.  m.  he.  in 
company  with  W^ilUam  Edwards,  David  Watklns,  Reese  Jones,  John  Edwards, 
and  four  others,  returned  to  the  Parks  Hotel,  where  they  were  registered  guests ; 
that  at  or  about  8.30  o'clock  p.  m.  Oscar  Lindquist,  superintendent  of  the  Van- 
dergrift  Works  of  the  American  Sheet  &  Tin  Plate  Co.,  called  at  the  hotel  and* 
asked  for  an  intervfew  with  him ;  that  he,  together  with  William  Edwards  and 
David  Watklns,  went  to  a  room  with  Lindquist.  who  asked  them  what  their 
business  was.  On  being  told  Lindquist  said  that  they  were  not  wanted  there  and 
that  they  would  have  to  leave.  Deponent  claims  that  they  were  exercising  their 
rights  as  American  citizens  as  guaranteed  to  them  by  law.  That  Lindquist  then 
replied  that  his  word  was  the  law ;  that  he  was  the  Scottish  chief  in  that  valley 
and  that  what  he  said  must  go.  That  Lindquist  told  Edwards  and  his  com- 
panions that  he  would  give  them  one  hour  to  get  out  of  town,  and  if  they  failed 
to  do  BO,  he  would  get  them  out,  if  he  had  to  bum  the  hotel  down.  That  while 
this  interview  was  taking  place  a  crowd  had  assembled  on  the  street  outside  the 
hotel,  upwards  of  200  people  being  present ;  that  the  crowd  remained  about  the 
hotel  until  about  12  o'clock  midnight,  when  Burgess  Steele,  of  Apollo,  came  to 
the  hotel  and  told  them  that  his,  the  burgess's,  power  was  gone,  and  that  he 
could  not  control  the  crowd  any  longer,  and  that  they  should  only  be  ap- 
peased by  the  promise  that  the  organizers  would  leave  town  the  following  morn- 
ing, and  that  was  the  only  way  by  which  he  could  avert  bloodshed ;  that  the 
promise  was  given  to  burgess,  and  that  he,  the  burgess,  in  company  with  another 
man,  returned  to  the  hotel  on  the  following  morning  to  see  that  the  organizers 
would  leave  on  the  first  train. 

On  page  8914  of  the  same  journal  of  proceedings  I  desire  to  read 
part  of  a  statement  by  J.  D.  Pierce.  Mr.  rierce,  as  I  understand,  was 
an  organizer  of  the  American  Federation  of  Labor.    He  says : 

About  8  o'clock  that  night  Mr.  Oscar  Lindquist  an  official  in  the  trust  mill 
at  Vandergrift,  appeared  4n  front  of  the  hotel  in  an  automobile,  heading  a  mob 
of  about  400  people.  Mr.  Lindquist  came  Into  the  hotel,  and  calling  the  pro- 
prietor to  one  ^de,  made  a  demand  upon  him  that  he  Immediately  turn  the 
union  men  out  of  his  house,  and  when  the  proprietor  refused,  threatened  that 
he  would  lead  the  mob  and  take  them  out  by  force  and  destroy  the  hotel,  and 
publicly  declared  he  was  the  law  in  this  valley,  and  was  backed  by  the  United 
States  Steel  Trust 

The  proprietor  again  refused  his  request,  and  told  Mr.  Lindquist  the  men 
were  his  guests  and  he  proposed  to  protect  them,  if  possible,  against  violence. 

Mr.  Lindquist  then  approached  the  chief  of  police,  John  Kennedy,  and  openly 
offered  him  money  if  he  would  leave  the  place  for  half  an  hour.  This  offer 
was  also  refused,  and  Mr.  Lindquist  was  told  by  Mr.  Kennedy  that  he  would  do 
everything  in  his  power  to  keep  the  peace.  After  two  or  three  hours  of  demon- 
strations and  all  kinds  of  threats,  and  finding  that  the  people  refused  to  be 
bullied  by  him  or  Ills  mob,  Mr.  Lindquist  and  his  thugs  withdrew. 

At  that  time  there  were  four  employees  of  the  Vandergrift  mill  boarding  at 
the  Parks  Hotel.  Mr.  Lindquist  immediately  notified  them  that  they  must  leave 
that  hotel  or  lose  their  jobs ;  result,  the  men  had  to  leave. 

Further  orders  were  issued  by  Mr.  Lindquist  that  if  any  employee  was  caught 
talking  or  in  any  way  associating  with  the  union  men  their  Jobs  would  be  up, 
and  several  men  did  lose  their  positions  for  exercising  their  right  to  speak  to 
whom  they  pleased. 
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Our  time  on  the  lot  having  expired  and  the  owner  refusing  to  allow  us  the 
use  of  it  any  more,  no  matter  what  we  were  willing  to  pay,  we  sought  other 
quarters,  and  quickly  learned  that  the  trust  officials  had  been  busy  and  tried  to 
prevent  us  from  securing  any  place  where  meetings  might  be  held. 

We  eventually  found  a  man  whom  the  trust  did  not  own,  and  one  they  could 
not  frighten,  and  he  rented  the  union  a  room.  Mr.  Lindquist  tried  to  reach  this 
man  and  buy  him  off,  and  when  he  did  not  succeed,  issued  orders  again  that  any 
employee  caught  entering  the  union  hall  would  be  discharged,  and  surrounded 
the  building  with  his  spies.  As  near  as  we  could  learn,  about  30  men  lost  their 
Jobs  for  exercising  their  right  to  spend  their  time  outside  of  the  mill  where  and 
with  whom  they  pleased. 

Wives  of  some  of  the  millmen  were  interested  in  the  union  meetings,  and  as 
their  husbands  could  not  attend  without  losing  their  Jobs,  the  wives  came  to  the 
meetings.  They  were  reported  by  the  spies  to  Mr.  Lindquist,  and  the  hudtmnds 
were  called  into  the  office  and  told  their  wives  must  not  attend  the  labor  meet- 
ings or  the  husbands  would  lose  their  Jobs.  The  men  did  lose  their  Jobs,  because 
the  wives  exercised  the  right  to  go  where  they  pleased. 

Mr.  Gabdneb.  Are  you  through  with  that  particular  affidavit  ? 

Mr.FiTCH.  Yes. 

Mr.  Gabdneb.  Do  you  believe  that  is  a  fair  and  unexaggerated 
account? 

Mr.  FrrcH.  I  got  the  same  testimony  from  citizens  of  Apollo,  who 
were  not  associated  in  any  way  with  either  the  steel  company  or  the 
union. 

Mr.  Gabdneb.  Do  you  believe  that 

Mr.  FrrcH  (interrupting).  To  answer  your  question  directly,  I  do 
believe  it. 

On  page  8916  of  the  same  journal  of  proceedings  I  find  this  state- 
ment: 

Pabks  Hotel, 
Apollo,  Pa.,  Decemher  28,  1909, 
To  whom  it  may  concern:  • 

Having  read  the  statemeDt  of  J.  D.  Pierce  as  regards  conditions  which  now 
and  in  the  past  exist  in  this  valley,  I  can  truthfully  say  they  are  the  truth  in 
every  particular. 

Albebt  Ungafkb. 

Parks  Hotel, 
Apollo,  Pa.,  December  28^  19(^. 
To  tcham  it  may  concern: 

Having  read  the  statement  of  J.  D.  Pierce  as  to  the  conditions  existing  in  the 
past  and  at  present  in  this  valley,  I  wish  to  state  that  they  are  absolutely  true 

Being  proprietor  of  the  Parks  Hotel,  I  can  verify  everything  said,  and  can  add 
the  following  to  the  same: 

"  That  on  Sunday  morning,  July  31,  the  day  after  the  mod,  led  by  Mr.  Und- 
quist,  appeared  at  my  hotel,  the  burgess,  Mr.  Steele,  together  with  his  brother 
and  the  superintendent  of  the  trust  mill  at  Saltsburg,  Pa.,  A.  L.  Hammit,  ap- 
peared at  the  hotel,  and  the  burgess  again  ordered  the  union  men  to  leave,  the 
trust  official  offering  them  any  amount  of  money  they  might  name  if  they 
would  go. 

The  burgess  made  it  so  strong  that  the  union  men  decided  it  wise  to  leave 
for  a  few  days  until  the  excitement  died  down,  and  after  refusing  any  aariat- 
ance  from  the  trust  officials  left  my  hotel  and  took  the  train  out  of  Apollo. 

T.  J.  Parkb. 

On  the  same  page  I  find  also  this  statement : 

Pabks  Hotel, 
Apollo,  Pa,,  December  28,  1909. 
To  whom  it  m^y  concern: 

Having  read  the  statement  of  J.  D.  Pierce  can  truthfully  say  that  his  state- 
ment as  regards  what  occurred  on  the  night  of  July  30  at  the  Parks  Hotel  is 
correct. 

John  Kbnnedt, 
Chief  of  Police  of  ApoUo,  Pa. 
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I  do  not  wish  to  be  misunderstood  in  my  attitude  in  regard  to  the 
matters  which  I  have  been  discussing.  The  steel  business  is  full  of 
hi^h-principled  men.    There  are  men  in  it  also  who  are  not  so  high 

{>nncipled.  Yet  I  have  no  doubt  a  great  many  of  them  honestly  he- 
ieve  tnat  their  policies  are  right.  In  .spite  of  the  fact  that  there  are 
such  men,  however,  I  wish  to  reiterate  mv  statement  that  the  Steel 
Corporation  wields  a  power  such  as  to  malce  it  a  menace  to  the. well- 
being  and  peace  of  the  people.  I  have  talked  with  many  of  their 
employees,  and  I  know  tnat  their  attitude  toward  labor  is  creating 
bitterness  in  all  parts  of  the  country.  The  resentment  that  men  feel 
over  having  their  liberties  and  rights  interfered  with  in  the  manner 
that  I  have  described  is  keen  and  growing.  I  believe  that  the  Steel 
Corporation  is  embarking  upon  a  policy  designed  to  make  the  physi- 
cal conditions  in  its  plant  excellent,  even  ideal;  but  thinking,  red- 
blooded  American  workmen  do  not  want  welfare  work  so  much  as 
they  want  rights.  They  do  not  care  nearly  so  much  about  sanitation 
as  they  do  about  justice.  Their  feeling  on  this  subject  is  so  intense 
that  I  firmly  believe  that  the  peace  and  order  of  many  American  com- 
munities are  being  increasingly  endangered  as  time  goes  on  and  free- 
dom and  speech  and  action  are  denied  to  steel  workers. 

The  Chairman.  Either  in  your  book  or  in  conversation  you  have 
mentioned  a  meeting  of  steel  workers  in  Pennsylvania,  where  they 
had  a  semblance  pf  a  union,  to  agree  on  a  scale  of  wages,  at  which 
they  attempted  to  have  this  meeting  themselves.  Do  you  know 
whether  they  succeeded  in  that  or  not? 

Mr.  FrrcH.  I  do  not  believe  I  know  just  to  what  you  refer. 

The  CiiAiKMAN.  You  gave  me  an  instance,  T  believe,  in  conversa- 
tion, where  they  were  notified  by  one  of  the  officer's  of  the  company 
across  the  river- 

Mr.  Fitch  (interrupting).  Over  the  phone? 

The  Chairman.  Yes.    Recount  that  instance,  if  you  .will. 

Mr.  Fitch.  Lewellyn  Lewis  was,  two  years  ago,  a  vice  president  of 
the  Amalgamated  Association  of  Iron  and  Steel  Workers.  He  told 
me  last  fall  that  some  time  ago — he  did  not  say  just  when — a  meeting 
of  delegates  of  various  locals  of  the  union  was  held  in  Youngstown, 
Ohio,  to  consider  a  wage  scale.  Mr.  Lewis  for  some  reason  was  unable 
to  attend  the  meeting.  He  arranged  with  one  of  the  men  to  call  him 
over  the  long-distance  telephone  at  his  home  in  Martins  Ferry,  Ohio, 
and  tell  him  just  what  action  was  taken.  He  said  across  the  river  in 
Wheeling,  W.  Va.,  a  district  manager  of  the  American  Sheet  and  Tin 
Plate  Co.  lived,  and  that  in  the  afternoon  of  the  day  this  meeting 
was  held  in  Youngstown  this  district  manager  called  Mr.  T^ewis  up 
on  the  telephone  and  said  that  he  would  tell  him  what  action  had 
l>een  taken  in  Youngstown.  He  did  give  him  the  scale  of  wages  that 
had  been  agreed  upon  and  also  told  him  how  all  the  locals  had  voted. 
Mr.  Lewis  said  a  few  minutes  after  that  his  own  man  in  Youngstown 
called  him  on  the  long-distance  telephone  and  gave  him  exactly  the 
same  information,  and  that  the  official  of  the  steel  company  across 
the  river  had  been  right  in  every  detail. 

The  Chairman.  "VV^s  that  a  complicated  scale? 

Mr.  Fitch.  Those  wage  scales  are  complicated.  I  do  not  know 
about  this  particular  one.  1  should  siippc^se  it  was.  if  it  covered  the 
whole  industry. 
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The  Chairman.  Have  you  made  any  investigation  personally  of 
the  nationality  of  the  Steel  Corporation  workers  in  the  city  of  Pitts- 
burgh f 

Mr.  Fitch.  I  have  secured  some  information.  I  have  some  figures 
on  that. 

The  Chairman.  Just  state  what  it  is  and  where  you  got  the  figures. 

Mr.  FrrcH.  The  figures  I  have  were  for  the  year  1907  and  may  or 
may  not  be  correct  to-day.  I  secured  them,  however,  &om  the  presi- 
dent of  the  Carnegie  Steel  Co.,  for  the  Carnegie  mills  in  Allegheny 
County. 

Do  you  wish  any  statement  in  rejgard  to  that? 

The  Chairman.  Yes;  just  explain  it  and  give  us  the  statement. 

Mr.  Fitch.  As  regards  nationality  in  that  statement — it  is  a  long 
detailed  statement,  in  which  are  grouped  the  different  races  together, 
according  to  whether  they  were  of  Teutonic,  Celtic,  or  Slavonic 
ori^n. 

I  found,  out  of  23,387  employees  at  that  time  employed  in  Alle- 
gheny^ County,  Pa.,  6,706  were  white  Americans  and  331  were  colored 
Americans.  Of  the  foreign  bom,  1,820  were  or  Teutonic  origin,  1,401 
of  Celtic  origin,  13,003  of  Slavonic,  and  1,077  were  of  other  races  not 
specified. 

The  Chairman.  State  how  many  of  them  spoke  English,  in  that 
connection. 

Mr.  Fitch.  Thirty-two  per  cent  were  reported  as  being  non-Eng- 
lish speaking. 

Mr.  Bartlbtt.  May  we  find  out  what  proportion,  if  any,  of  those 
were  naturalized  or  American  citizens. 

Mr.  Fitch.  Six^  per  cent,  approximately,  were  unnaturalized. 

Mr.  Bartlett.  Sixty  per  cent  foreign  bom  ? 

Mr.  Fitch.  Of  the  whole  number,  40  per  cent  were  naturalized  and 
native-born  American  citizens. 

Mr.  McGnxicuDDY.  That  is,  of  the  23,000? 

Mr.  Fitch.  Yes. 

Mr.  Bartlbtt.  Could  you  give  any  comparisons  of  what  they  were 
as  to  those  under  the  age  of  21  and  over?  Have  you  got  anything  of 
that  sort? 

Mr.  Fitch.  I  think  I  have  that.  Two  hundred  and  fifty-four  were 
•under  16  years  of  age;  2,022  were  from  16  to  19  years  of  age;  9,683 
were  from  20  to  29  years  of  age ;  6,945  were  from  30  to  39  years  of 
age ;  and  4,433  were  40  years  and  over. 

Mr.  Bartlett.  That  is,  taking  the  whole  ? 

Mr.  Fitch.  Yes. 

Mr.  Beat.l.  In  connection  with  what  Mr.  Fitch  just  said,  Mr. 
Chairman,  in  regard  to  the  number  of  laborers  who  were  foreign 
born,  may  I  read  a  paragraph  from  the  report  of  the  Bureau  of 
Labor  ? 

The  Ciiairmax.  Certainly. 

Mr.  Beall.  On  page  16  that  report  says: 

Another  striking  charnct eristic  of  the  labor  conditions  in  the  Iron  and  steel 
industry  is  the  large  proportion  of  unskilled  workmen  In  the  labor  force: 
These  unsklled  workmen  jire  very  largely  recruited  from  the  ranks  of  recent 
immigrants.  For  the  Industry  as  a  whole  not  far  from  one-half  of  the  91»468 
employees  in  the  productive  iron  and  steel  occupations  Included  within  this 
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inTefltlgatlon  were  of  U^e  c^ass  of  unskilled  workpaefi.  In  tlie  blaat-fumace 
departnient,  tlie  largest  single  department  In  fhe  industry,  more  than  two- 
thirds  of  the  24,722  employees  in  productive  .ocetipatioQs  were  unskilled  lfll)oc^ 
er0»  ^  Ifurge  proportUiipi  of  wium  do  not  ret  ^piealf  w  i^^$tan4  Bpg^sh ;  and 
even  in  the  South  the  number  of  IqpjpigrfL^U  ^pfp^Qd  ijp  tl^  ^duatrF  is  rap- 
idly increasing. 

Taking  the  employees  in  all  occupations  in  the  industry,  nearly  60  per  cent 
are  Hotf ign  bom,  and  i^eaidy  tvo-t^irds  of  the  iorelgn  bom  are  oi  tiie  Slavic 

The  Chairman.  Ri^t  in  tha^  cooneotion,  as  to  tibese  Slavs  and 
thittie  Bohemians  and  liungarians  and  men  from  the  Balkan  States 
and  southern  Italy,  do  you  know  what  their  occupation  wsis  before 
they  came  over  here? 

Mr.  FnsQH.  Vo,  I  could  set  no  information  as  to  that  that  would 
be  worth  anything",  because  I  think  it  would  ta]ce  a  census  ol  thai 
industry.  My  impression  was  a  very  large  number  were  fanners, 
and  the  investigation  of  the  Bureau  of  LoJSot  tends  to  bear  that  out 
I  do  not  remember  now  what  proportion  that  was,  however.  I 
think  they  found  something  ov^  50  per  eent  to  have  been  agricul- 
tural laborers  or  farmers. 

Mr.  Oabdnsb.  Are  Bohemians  classified  ? 

Mr.  FrrcH.  I  think  they  are  (jassified  as  belonging  to  the  Slavic 
race. 

Mr.  Gabdnkr.  I  have  been  there  myself,  and  I  know  they  classify 
them  in  that  way. 

Mr.  FrroH.  I  am  not  an  expert  on  etlmology,  but  my  knpreei&on 
is  they  have  been  so  classified. 

Mr.  GARoa^sB.  A  lar^  number  of  them  ara  There  are  two  dis- 
tinet  races,  one  Teutonic  and  the  other  Slavic. 

Mr.  BABTI.STT.  Beferring  to  the  number  of  workmen  under  16 
years  of  age,  how  many  of  Uiem  did  you  say  there  were  f 

Mr.  FrrcH.  These  llgures  are  for  tiie  Carnegie  Steel  CSo.  in  Alle- 
gheny C!ounty  and  are  4  years  old.  There  were  &54  und^  16  years 
of  age. 

Mr.  Ba«ti«t.  Out  ol  the  ^3,000  f 

Mr.  FrroH.  Yes. 

Mr.  Bbed.  And  thoee  have  been  d»diatged,  have  they  not,  Mr. 
Fitch? 

Mr.  FrrcH.  I  do  not  know. 

Mr.  Beed.  But  it  is  a  fact,  is  it  not,  that  you  have  learned  in  your 
recent  investigation  that  neither  the  Cameffie  St^l  Co.  nor  any 
other  corporation  subsidiary  employs  in  any  fictory  in  Pennsylvania 
any  young  man  or  woman  under  16  years  of  age? 

Mr.  FiTOH.  I  am  glad  to  know  that,  but  I  never  heard  it  before. 
I  never  made  inquiry. 

Mr.  Bartlett.  What  kind  of  work  did  the  workers  under  16  years 
of  a^  do? 

Mr.  FrroH.  From  my  observation,  I  would  say  most  of  them  are 
what  they  call  "pull-ups.''  They  operate  levers  that  puU  up  the 
doors  of  the  furnaces ;  not  heavy  labor,  but  requiring  rather  constant 
attention. 

Mr.  Baktlett.  Can  you  state  what  wages  they  got  for  that  char- 
acter of  work? 

Mr.  Fitch.  I  have  no  information  on  that. 
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Mr.  Babtlbtt.  What  were  the  hours  of  labor  for  that  class  of 
employees — ^the  same  as  others! 

Mr.  FrrcH.  The  same  as  the  other  workers,  usually  12  hours;  yes. 

Mr.  Bartlett.  And  on  Sunday,  too? 

Mr.  FrrcH.  I  think  not. 

Mr.  Reed.  I  may  say  that  the  corporation's  policy  at  the  present 
time  and  for  some  years  past  has  been  not  to  employ  any  person 
'  Hnder  16,  except  as  messenger  boys»in  the  offices. 

Mr.  Babtlett.  This  was  in  1907, 1  understood  Mr.  Fitch  to  say? 

Mr.  FrrcH.  Yes. 

Mr.  Reed.  Mr.  Fitch's  figures  are  for  1907;  yes.  That  poliw  is 
defeated,  I  ought  to  say,  from  my  personal  knowledge,  by  the  ndse 
affidavits  that  are  ^ven  by  the  parents  of  some  of  these  boys. 

Mr.  Babtlett.  1  understand  that. 

Air.  Reed.  But  wherever  we  can  we  employ  nobody  under  16  years 
of  age. 

Sh.  McOnxicuDDY.  Is  there  a  statute  forbidding  it  in  that  State  ? 
^  Mr.  Reed.  There  is  a  statute  permitting  it  under  certain  condi- 
tions, over  the  age  of  14,  providing  a  school  certificate  and  an  affi- 
davit by  the  parents  are  lumishedr  But  the  company  has  refused 
to  take  advantage  of  that  permission,  and  refuses  to  employ  anybody 
under  16  years  of  age. 

Air.  McOilucuddt.  How  long  has  that  been 'the  policy? 

Mr.  Reed.  I  am  only  hazarding  a  guess  at  it,  but  I  tnink  it  is  at 
least  three  years. 

Mr.  Babtlett.  At  that  time,  in  1907,  was  the  Carnegie  Steel  Co. 
a  fair  sample  of  what  was  being  done  Dy  the  steel  manufacturers  in 
Pennsylvania  generally?  Is  that  company  a  fair  indication  of  the 
situntion? 

Mr.  FrrcH.  As  regards  employees  of  that  age— young  boys? 

Mr.  Babtlett.  Yes. 

Mr.  FrrcH.  I  think  so.    That  is  only  a  guess. 

Mr.  Babtlett.  Would  you  say  that  the  figures  or  the  proportion 
of  foreign-bom  employees  and  native-bom  employees  in.  the  Car- 
negie Steel  Co.  was  a  fair  sample  of  the  other  steel  corporations  in 
Pennsylvania? 

Mr.  Fitch.  I  always  supposed  it  was ;  but,  as  I  say,  you  would 
have  to  have  a  census  to  have  any  adequate  information. 

Mr.  Babtlett.  I  understand  that ;  but  I  want  your  opinion  about  it 

Mr.  Fitch.  Yes. 

Mr.  Babtlett.  This  is  a  fair  representation  of  what  was  the  con- 
dition of  the  steel  workers  and  laborers  in  Pennsylvania  at  that  time? 

Mr.  Fitch.  In  western  Pennsylvania. 

Mr.  Babtlett.  At  that  time? 

Mr.  Fitch.  Yes. 

The  Chaibman.  You  will  put  into  the  record  those  tables  which 
you  quoted  from  and  which  appear  in  your  books? 

Mr.  Fitch.  Yes,  Mr.  Chairman. 

The  tables  referred  to  are  in  the  words  and  figures  following, 
to  wit: 
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Mr.  Gardner.  Mr.  Fitch,  I  understood  you  to  say,  I  think,  a  ma- 
jority of  the  workmen  of  the  Steel  Corporation,  so  far  as  your  in- 
vestigation went,  worked  12  hours. 

Mr.  Fitch.  That  was  my  impression.  I  was  particular  to  sa^  that 
that  was  my  impression,  because  I  know  the  Bureau  of  Labor  n^res 
show  a  trine  imder  50  per  cent. 

Mr.  Gardner.  Substantially  50  per  cent. 

Mr.  FncH.  Yes. 

Mr.  Gardner.  And  that  same  thinff  applies  to  the  steel  trade  in 
other  States,  as  well  as  Pennsylvania  f 

Mr.  FrrcH.  Yes. 

Mr.  Gardner.  Independents  and  the  United  States  Steel  Corpora- 
tion as  well? 

Mr.  FrrcH.  Yes. 

Mr.  Gardner.  We  had  some  evidence  the  other  day— I  do  not  re- 
member whether  it  was  evidence  or  a  statement  of  counsel — ^to  the 
effect  that  in  that  12-hour  period,  some  part  of  it,  at  all  events,  ^  far 
as  the  blast-furnace  men  are  concerned,  was  a  time  not  occupied  in 
real  labor;  that  is,  the  blast-furnace  men  were  only  working  1  hour 
in  each  4  while  on  duty.    Is  that  so  ? 

Mr.  Fitch.  I  do  not  think  that  is  so. 

Mr.  Gardner.  In  the  first  place,  what  proportion  of  those  to  whom 
you  allude  are  blast-furnace  men? 

Mr.  FrrcH.  I  could  not  say  offhand  as  to  that. 

Mr.  Gardner.  Somebody  "here  the  other  day  described  how  they 
bad  retiring  rooms,  and  that  a  man  who  wad  in  charge  of  a  blast 
furnace,  which  must  be  kept  perpetually  going,  had  some  time  for 
rest.  We  were  discussing  at  the  time  the  question  of  the  two  tour 
arrangement  of  12  hours  each  against  the  three  tour  arrangement  of 
8  hours  each.  Somebody  said  that  as  a  matter  of  fact  these  blast- 
furnace men  only  work  1  hour  in  4,  and  the  other  3  hours  they  re- 
tired, so  far  as  they  choose,  except  they  are  on  the  premises,  and  that 
there  are  places  to  which  they  may  retire. 

Did  you  see  anything  of  tnat  sort,  Mr.  Fitch  ? 

Mr.  Fitch.  I  never  saw  any  sufficient  place  for  them  to  retire  to. 

Mr.  Gardner.  What  do  they  do  as  a  matter  of  fact?  Describe  it 
in  your  own  words  as  you  did  see  it  in  the  blast-furnace  work. 

Mr.  Fitch.  I  do  not  now  recall  exactly  how  often  a  blast  furnace 
is  tapped,  or,  as  thev  call  it,  a  cast  is  made,  but  every  few  hours  such 
a  thing  happens,  l^he  men  gather  in  front  of  the  furnace  and  'drill 
out  the  tap  hole.  It  is  hard,  incessant  labor,  while  they  do  that.  It 
takes  them  some  little  time,  between  20  minutes  and  naif  an  hoar, 
I  should  say,  just  from  casual  observation* 

Perhaps  half  a  dozen  of  them  take  hold  of  a  very  heavy  iron  bar 
and  drive  that  bar  against  the  fire  clay  in  the  tai>  hole. 

The  Chairman.  Just  explain  how  that  clay  is  put  in  thete  and 
how  hard  it  is.    It  is  like  a  brick,  as  I  understand  it. 

Mr.  Fitch.  Very  hard. 

The  Chairman.  The  intense  heat  of  the  furnace  changes  the  fire 
clay  that  is  put  in  to  stop  up  that  hole  into  the  form  of  along  bride, 
ana  they  have  to  drill  that  out? 

Mr.  !^itch.  Yes. 

The  CiTATHMAN.  T  have.soen  the  work  done. 
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Mr.  Frtck.  After  this  is  doiie  dtacl  tW  holg  id  finAllV  drilled 
thrdu^  tli6r^  drfe  rhsthy  tdris  of  uiinfielted  oris  todf  coke  ofr  limestone 
above  the  melted  iroli  at  the  bottbm.  This  naturally  drives  th6  iron 
out — ^the  melted  iron  out  at  a  very  high  pressur^^  something  like 
watfer  ft^oiii  a  high-pressure  hose.  It  sptit-t^  out.  Thefnen  nave  to 
jump  to  one  side  very  quickly  to  avoid  accidents.  I  have  nevei^  seen 
a  maii  hurt ;  but  thfey  ^ork  all  the  time  with  the  drill  in  that  ^ay , 
knowing  that  at  any  moment  the  point  of  the  drill  may  go  thrbugh 
and  the  iron  will  come  spurting  out. 

After  this  is  done  the  molten  iron  is,  of  course,  running  dowh  a 
channel,  and  it  is  the  duty  of  the  riien  to  take  positions  h^e  and 
there  and  seri  that  thfe  iron  flows  down  the  channel  dll  H^t,  to  divert 
the  flow  from  one  channel  to  another,  to  thrc^v  various  materials 
they  have  there  for  metallurgical  purpo^  int<i  th^  itoii  flis  it  flows 
along,  and  they  are  very  active 

The  CHAHtMAN  (interposing).  Explain  ho^  thAt  is  done.  These 
channels  hav^  valves  in  them? 

Mr.  FrrcH.  There  is  a  main  chaimel  going  down  from  the  tap  hole 
of  the  fumuce.  At  either  side  from  this  main  channel  there  are 
side  channels,  which  are  stopped  up^  with  sbrt  of  art  iron  dim,  with 
sand  packed  around  them.  From  tim6  to  time  a  Similar  iron  dam 
is  thrown  into  the  main  channel  to  divert  the  flow  to  one  side,  and 
at  the  same  time  the  dam  id  removed  from  the  channel  At  the  side.  In 
that  way  the  flow  is  diverted  from  one  iron  ladle  to  another.  The 
men  are  kept  pretty  actively  at  work  for  some  little  time.  I  never 
timed  them. 

Mr.  GardInbr.  I  meant  for  It  guess.  You  have  some  idea  on  that 
question  as  to  these  blast-furnace  men.  How  much  time  have  they 
on  and  how  mueh  time  c&i 

Mr.  FrroH.  I  should  hazard  a  gu^ss  at  three  hours  at  work  out  of 
the  four  instead  of  one  hour. 

Mr.  Rebp.  The  testimony  you  referred  to,  Mr.  Gardner,  was  Mr. 
Farrell's  testimony^  who  testified  that  of  the  12  hours  the  men  were 
on  duty  they  were  buay  for  4  hours  and  had  8  hours  of  rest. 

Mr.  Gardner.  You  would  be  inclined  to  dispute  that  ^atement, 
Mr.  Fitch? 

Mr.  FrrcH.  My  own  observation  would  not  bear  out  such  an  esti- 
mata 

Mr.  Gardkisb.  Mr.  Beed,  is  that  a  njiatter  of  record? 

Mr.  Reeb.  It  is  a  matter  of  which  there  can  ^ot  b^  very  nnioh 
doubt.  The  furnace  is  tapped  at  regular  intervals.  About  every  6 
hours  each  furnace  is  tapped. 

Mr.  Gardner.  But  of  the  len^h  of  time,  is  there  a  record  ^ept  of 
the  lenfi:th  of  time  the  men  are  actually  at  work  durinjg  the  12  hoars? 

Mr.  Reed.  1  do  not  know  of  any  such  record. 

Mr.  Gardner.  It  is  rather  a  material  question. 

Mr.  FrroH.  If  I  may  add,  in  connectiot)  with  that — I  notice  in  the 
Bureau  of  Labor  report 

The  Chairman  (interposing) .  Right  at  that  point j  let .  me  inter- 
rupt you,  Mr.  Fitch.    You  have  not  finished  with  thie  work  yet 

After  this  iron  flows  out  of  the  furnace,  what  is  necessary  then  to 
be  done?    After  the  iron  ceases  to  flow,  what  is  necessary  to  be  done? 

Mr.  Gardner.  I  want  to  get  the  maximum  time  they  are  at  work, 
before  thev  rest. 
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Mr.  Fitch.  An  estimate  of  that  time  was  mad^  hj  the  Bureau  of 
Labor.  I  noticed  it  in  its  report  the  other  day,  and  my  recollection 
is  that  the  statement  was  made  that  these  men  work  about  three- 
fourths  of  the  time. 

Mr.  Beall.  Do  you  mean  the  last  report  of  the  Commissioner  of 
Labor! 

Mr.  Fitch.  The  special  report  of  conditions  in  the  iron  and  steel 
industry. 

Mr.  Gasdneb.  Their  estimate  was  they  worked  three-fourths  of  the 
time? 

Mr.  FrrcH.  That  is  my  recollection. 

Mr.  Gabdner.  I  am  speaking  only  of  the  blast-furnace  men. 

Mr.  Beall.  May  I  read  into  the  record  a  little  extract  here? 

The  Chaibman.  Certainly. 

Mr.  Beaix  (reading) : 

During  the  Investigation  those  in  charge  of  the  plants  have  in  their  discuB- 
sions  with  representativeB  of  the  bureau  frequently  emphasized  the  fact  that 
the  men  working  these  very  long  hours  are  not  kept  busy  all  the  time.  To  a 
considerable  extent  this  is  perfectly  true;  but  the  employees  in  question  are 
on  duty  and  subject  to  orders  during  the  entire  period,  and  they  are  not, 
except  in  rare  instances,  allowed  to  leave  the  plant.  It  should  not  be  overlooked 
that  it  is  not  simply  the  character  or  the  continuity  of  the  work,  but  the  fact 
that  in  the  case  of  the  12-hour  a  day  man  something  over  one-half  of  each 
24  hours — more  than  three-fourths  of  his  waking  hours — ^is  spent  on  duty  in  the 
mills,  which  is  of  significance  to  the  worker  and  Us  family. 

The  Chairman.  There  is  no  estimate  at  all? 

Mr.  Beall.  No. 

Mr.  Fitch.  The  estimate  is  made  at  another  place  in  the  report 

Mr.  Gardner.  What  do  they  do  when  they  are  oflf  duty?  May 
they  read  ? 

Mr.  FncH.  Yes;  I  should  think  they  miffht.  I  never  have  seen 
them.  In  fact,  whenever  I  have  been  arouna  the  blast-furnace  plant 
the  men  were  always  doing  something.  It  may  be  I  have  been  un- 
fortunate in  coming  only  at  those  times  when  the  men  were  working. 

Mr.  Young.  Have  you  ever  stayed  through  an  entire  daj? 

Mr.  Fitch.  No.  That  would  be  the  oifly  way  in  which  I  could 
estimate  it. 

Mr.  Gardner.  What  other  class  of  employees,  besides  blast-furnace 
men,  work  12  hours. 

Mr.  Fitch.  The  men  in  making  the  steel  in  the  open-hearth  depart- 
ment and  the  Bessemer  department.  The  men  en^ged  in  handling 
steel  after  that  until  it  has  gone  past  the  rolls  and  has  emerged  as  a 
finished  product. 

Are  they  at  work,  in  your  opinion,  three-quarters  of  the  time  when 
they  are  on  duty  ? 

Mr.  Fitch.  There  is  so  much  variation  in  practice  there  it  is  very 
difficult  to  make  a  general  statement.    I  know  of  cases  where— 

Mr.  Gardner  (interposing).  What  would  you  guess? 

Mr.  Fitch.  I  should  guess  about  three-quarters  of  the  time. 

Mr.  Gardner.  Three-quarters  of  the  time  when  they  are  on  duty 
they  are  actually  at  work  ? 

Mr.  FrrcH.  Yes. 

Mr.  Gardner.  Are  those  men  also  seven-day  men,  or  is  it  only  tha 
blast-furnace  men  that  are  seven-day  menf 
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Mr.  FrrcH.  The  blast-furnace  men  have  been  universallj  seven-day 
men.  The  open-hearth  furnace  men  have  been  to  a  considerable  ex- 
tent seven-day  men,  and  in  some  places  are  now.  The  rolling  men 
are  almost  never  seven-day  men,  and  in  some  plants  never  have  been 
comoelled  to  work  seven  days. 

Mr.  Oabdker.  In  the  Bessemer  furnace  they  always  work  as  aeven- 
dav  men? 

Mr.  FrrcH.  No ;  that  is  in  the  blast  furnace. 

Mr.  Oabdneil  In  the  blast  furnace? 

Mr.  FrrcH.  Yes. 

Mr.  Gabdneb.  But  the  open-hearth  furnace  men  are  not  so  apt  to 
be  seven-day  men  t 

Mr.  FrrcH.  It  is  not  necessary  for  them  to  be. 

Mr.  Gardner.  In  the  rolling  mill  they  are  not  seven-day  men. 
Is  that  approximately  correct? 

Mr.  Fitch.  That  is  approximately  correct. 

Mr.  Gardner.  What  about  the  Bessemer  furnace  men?  ^ 

Mr.  FrrcH.  The  Bessemer  department  is  generally  a  six-day  de- 
partment. 

Mr.  Gardner.  Twelve  hours  for  the  men  ? 

Mr.  FrrcH.  Twelve  hours  for  a  majority  of  the  men;  usually  eight 
hours  for  the  men  in  the  hottest  positions. 

Mr.  'Gardner.  Are  these  men  in  the  hottest  positions  continuallv  at 
work,  or  are  they  like  the  stokers  on  a  steamer?  Do  they  do  their 
eight  hours  continuously,  or  do  they  do  four  hours  and  then  have  four 
hours  rest  and  then  four  hours  on  duty  again  ? 

Mr.  FrrcH.  It  depends  on  how  well  tne  department  is  working. 
If  eveirthing  is  well,  they  should  have  pretty  continuous  wbrk. 

Mr.  Gardner.  These  Birmingham  wages  that  you  spoke  of  as  be- 
ing 13  and  14  cents  is  a  matter  I  want  to  ask  about  now.  Are  those 
colored  men? 

Mr.  FrrcH.  About  half  of  them — ^more  than  half  of  them,  I  should 
say.  In  general,  the  colored  men  get  the  13-cent  rate  and  the  white 
men  the  14-cent  rate. 

Mr.  Gardner.  You  were  telling  about  these  general  iron  men  who 
have  often  to  work  overtime,  anacited  instances,  in  cases  of  a  break- 
down, that  the}r  might  have  to  work  as  much  as  36  hours.  How  often 
does  that  overtime  work  occur  in  each  man's  experience  ? 

Mr.  FrrcH.  Not  very  often;  perhaps  twice  in  a  year;  perhaps  two 
years  will  go  by  without  any. 

Mr.  Gardner.  What  is  the  provision  for  overtime  pay? 

Mr.  FrrcH.  Straight  time. 

Mr.  Gardner.  What  was  the  name  of  the  paper  you  were  first  con- 
nected with — Charities  and  the  Commons? 

Mr.  Fitch.  Charities  and  the  Commons ;  yes. 

Mr.  Gardner.  Mr.  Charles  M.  Cabot  is  one  of  the  proprietors  of 
a  magazine  known  as  the  Boston  Commons,  is  he  not  ? 

Mr.  FrrcH.  He  has  had  some  connection  with  it.  I  do  not  know 
exactly  what  that  is. 

Mr.  Gardner.  It  has  been  an  active  connection  ? 

Mr.  FrrcH.  I  have  no  direct  knowledge  of  that.  I  could  say  I 
know  he  has  been  interested  in  it. 
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Mi^.  QABS>^itA:  I  havid  ^r&cft  kftowled^  of  it.  Id  there  any  con- 
nectioti  bt^t^eien  the  Bbston  Commons  and  Charities  iakd  the  Gdito- 
mons,  in  proprietorship  or  anything  of  that  sort? 

Mr.  Frrctt.  None,  Whatiftver. 

Mr.  Gardner.  The  Survey  is  what  you  are  ts&^  ecnptoy^  by  f 

Mr.  Frrctt.  I  aih  employed  by  the  Snrtey,  ^hieh  is  the  swne 
magazine  as  Charities  and  the  Commons.  It  is  merely  a  chang^e  in 
name. 

Mr.  Gardner.  Its  successor? 

Mr.  Fitch.  Yes. 

Mr.  Gardner.  Here  is  a  ^eat  question  which  fori  hi&^e  i^ised,  and 
I  would  like  to  discuss  it  with  you  a  little.  It  is  not  A  matter  go  Innch 
of  evidence  as,  perhaps,  ot  opinion.    I  will  begin  it  in  this  way : 

You  are  employed  oy  the  Surv^  to  do  certain  Work.  They  have 
employed  you  to  do  certain  work.  If  your  reports  found  ideal  con- 
ditions existing  in  the  Sterf  Corporation,  do  yotf  think  your  value  to 
the  Survey  would  be  increased  ? 

Mr.  Fitch.  I  do  not  sfee  what  connection  thAt  Would  hate  With 
my  value  to  the  Survey. 

Mr.  Gardner.  That  is  to  say,  you  think  the  &irtey  wafMs  to  pub- 
lish things  as  they  are,  even  if  they  proved  to  be  ideal  ? 

Mr.  Fitch.  Even  if  they  prove  to  be  very  ideal. 

Mr.  Gardner.  The  reason  I  asked  that  question  i^  that  I  had 
a  conversation  with  Mr.  James  Bronson  Eeynolds,  Who  made  a 
report  on  the  conditioti  of  aftairs  in  Chicago  ad  to  the  Meat  Trust, 
exhibiting  a  very  clear  statement  of  affairs  there.  Sofbsequently 
there  was  legislation  and  so  on,  and  he  was  again  slaked  to  make  a 
report  by  Some  magazine — not  the  Survey,  and  I  do  not  remember 
what  magazine  it  was.  Periiaps  it  may  have  been  a  newspaper,  and 
not  a  magazine.  Mr.  Beynolds  told  me  that  he  said  he  would  make 
a  report,  but  that  he  understood  that  those  abuses  to  Which  he  had 
called  attention  had  been  corrected,  upon  which  he  was  infoAned 
that  there  was  not  any  necessity  for  making  that  report,  because, 
from  the  point  of  view  of  their  readers,  it  no  longer  hAa  any  value, 

Yoii  think  the  Survey  is  conducted  on  different  principles;  that 
they  would  be  very  glad  to  find  all  the  conditions  wfere  of  the  best 
from  the  laborers'  point  of  view  in  the  steel  business? 

Mr.  FiTcri.  I  know  they  woilld. 

Mr.  Gardner.  That  would  be  their  view  of  it  f 

Mr.  Fitch.  Yes,  sir. 

Mr.  Gardner.  I  was  thinking,  in  connection  with  thatj  Whether  it 
was  or  was  not  true  that  men  writing  for  the  prese  or  magazines  must 
more  or  less  sink  their  individuality  and  write  the  sort  of  things  that 
the  employers  desire ;  and  their  employers  probably  de^re  that  which 
they  think  the  public  demands.  Is  that  your  belief  as  to  writers  in 
general ? 

Mr.  FrrcH.  I  have  no  knowledge  of  any  magazine,  from  direct 
connection,  other  thaii  with  the  Survey,  and  I  wish  to  say  that  <he 
Survey  is  not  in  business  for  the  purpose  of  making  fnoney — that 
the  Survey  is  maintained 

Mr.  Gardner  (interposing).  I  did  not  ask  ab<ftrt;  the  Survey.  I 
asked  your  general  impression  of  conditions  in  this  work  as  to 
writers. 
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Mr.  FiTCfit.  You  wiflh  ip«  to  say  irheUier  I  tilinl^  writore  cw  de- 
acribe  what  th^j  find,  in  in&gaziAi^? 

Mr.  Gasdjsixr,  Yee. 

Mr.  Fitch.  I  think  they  can,  as  a  ^neral  rule. 

Mr.  Oabdnss.  As  a  geneiial  rule?  iTou  do  not  think  wsdiers  svrite 
what  their  omployeis  want  ? 

Mr.  Fitch.  Mr.  Gardner,  I  write  jrh»t  my  employes  want.  It 
happens  that  my  employers  and  I  agrde  99  to  wbfLt  is  good.  I  would 
not  work  for  tne  magazine  wh^e  I  oould  npt  ajy^ee  with  my  em- 
ployer. I  know  of  a  very  great  many  faigh-principled  men  working 
for  other  magazines  who  would  not.  Tbey  please  thair  emjdoyers. 
But  they  also  write  what  they  tiiink  they  ougot  to  write. 

Mr.  Gabdstsr.  Is  there  any  impropriety  m  a  man  writing  what  his 
empdoyer  wants  him  to  write  f  As  to  a  newspaper  man,  if  I  were 
employed  as  a  newspaper  man,  is  there  any  veaaon  why  I  should  not 
sink  my  indiFiduaiity  and  write  what  my  employer  wanis  me  to 
write? 

Mr.  Fitch.  Even  if  that  is  the  thing  you  would  pxefer  not  to 
write? 

Mr.  Gasones.  Even  though  it  does  not  meet  my  indiyiduai  yiews. 

Mr.  FrPGH.  I  think  a  man  would  be  giving  up  his  independence  if 
he  did  that.    I  think  he  would  be  false  to 

Mr.  Gardner  (interposing).  You  are  now  coming  in  the  direction 
I  want  to  discuss  with  you. 

Mr.  FixoH.  I  flLink  he  would  be  false  to  the  staadards  that  should 
prevail  among  men  who  write. 

Mr.  Gardnxr.  Take  the  case  of  my  secretary;  should  he  sink  his 
individuality,  if  I  pay  him  a  satisfactory  sum  to  do  it,  and  beeome 
mecely  my  secretary  ?     ' 

Mr.  Fitch.  I  do  not  know  what  you  mean  by  ^'  sinking  his  individ- 
oality." 

Mr.  Gardkjsr.  Wdl,  he  must  communicate  my  views  to  caUers ;  he 
must  protect  me  in  every  way  he  can ;  otherwise  he  is  not  fit  for  the 
position.    He  must  sink  his  individuality. 

Ts  it  a  dishonorable  thing  for  him  to  do  pr  an  improper  thing  for 
him  fn  do  ? 

Mr.  Fitch.  I  do  not  see  why  it  is,  unless  you  ask  him  to  do  some- 
thing that  is  in^roper. 

Mr.  Gardnsr.  Let  us  come  now  to  your  question  of  saying  that 
there  is  a  loss  of  liberty  engendered  by  the  system  which  the  Steel 
Corporation  has  created  out  of  pensions,  of  Occident  compensation, 
and  of  stock  subscription.  You  say  that  it  results  in  a  loss  of  inde- 
pendence on  the  part  of  the  workmen,  and  that  is  brought  about  by 
making  a  special  inducement  to  the  workmen  to  remain  a  long  time 
in  the  employ  of  the  Steel  Corporation.  Did  I  understand  you  to 
take  tiiat  ground  ?    Is  that  corr^  ? 

Mr.  FrroH.  ^mething  quite  similar  to  that. 

Mr.  Gardner.  That  is  a  correct  statement  of  your  position?  The 
question  arises  in  my  mind,  when  you  were  discussinj^  that,  that  even 
if  you  could  say  that  this  compensatoiy  and  pension  arrangement 
were  entered  into  for  the  express  purpose  of  making  it  worth  while 
for  men  to  remain  longer  in  the  steel  company's  employ,  whether 
there  is  any  impropriety  in  it. 
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Mf.  FrrcH.  Not  for  the  pur[>ose  of  keeping  one  in  tKe  employ  of 
the  company.  That  is  very  desirable.  The  thing  that  is  improper  is 
that  the  man  has  no  right  to  the  benefit  which  he  is  offered.  There 
is  no  contract. 

Mr.  Gardner.  Yes;  but  if  it  is  made  worth  the  man's  while  by  his 
emplcmnent;  if  he  finds  that  directly  or  indirectly  he  can  ^t  higher 
pay  if  he  does  not  join  a  labor  union^  why  should  not  he  divest  him- 
self of  the  right  to  join  that  labor  union? 

Mr.  FrrcH.  I  have  no  objection  to  his  doing  that  I  would  urge, 
if  the  employers  wish  to  maintain  loyalty  among  their  employees, 
that  thev  offer  them  high  pay. 

Mr.  Gardner.  I  take  it  that  men  join  labor  unions — at  least  they 
do  down  my  way — ^because  they  think  thereby  they  can  get  more  pay 
per  hour.    The  Sorter  hours  are  generally,  perhaps,  aimed  at  for  the 

{)urpose  of  raising  the  pay  or  getting  a  greater  amount  of  pay  for  a 
ess  number  of  hours'  work.  I  think  that  is  the  usual  reason.  If 
the  employer  says,  "  I  will  enter  into  competition  with,  the  labor 
union  and  I  will  endeavor  to  make  it  more  worth  while  for  them  not 
to  join  the  union  than  the  unions  will  make  it  worth  while  if  they 
join  them,"  is  there  anything  in  the  eternal  verities — I  am  not  giving 
my  opinion  in  the  matter — but  is  there  anything  in  the  eternal  veri- 
ties which  would  make  it  improper  for  the  corporation  to  do  that? 

Mr.  Fitch.  Not  at  all. 

Mr.  Gardner.  Then  why  have  I  not  covered  your  position!  It 
seems  to  me  that  last  answer  of  yours  is  rather  out  of  harmony  with 
the  position  you  took  in  the  preliminary  statement  which  you  made. 

Mr.  Fitch.  You  ask  if  it  would  be  improper  for  the  company  to 
offer  better  conditions,  to  compete  with  labor  unions  by  offering 
better  conditions  than  the  labor  union  could  secure.  I  think  that  is 
highly  jproper;  and  not  only  that,  but  desirable. 

Mr.  Gardner.  Is  not  the  direct  purpose  of  keeping  the  men  from 
entering  the  labor  union  ?  If  they  sJiould  say,  "  Here,  we  do  not 
want  our  business  interfered  with,  we  would  rather  run  this  show 
ourselves  than  divide  the  responsibility  with  anybody  else  or  divide 
the  mastery  with  anybody  else,  and  we  will  make  it  worth  your  while 
not  to  join  labor  unions,  and  we  will  do  it  by  these  various  systems,'* 
is  that  an  improper  motive  ? 

Mr.  Fitch.  Not  at  all.    That  is  just  the  way  to  fight  labor  unions. 

Mr.  Gardner.  Then  I  want  you,  in  your  own  terms,  to  say  in 
what  way  these  plans  of  the  Steel  Corporation,  if  you  are  correct  as 
to  its  motives,  differ  from 

Mr.  Fitch  (interrupting).  May  I  answer  your  question  and  give 
my  opinion? 

Mr.  Gardner.  I  would  like  for  you  to  answer  everything  now  in 

J^our  own  words.    I  think  you  understand  what  I  am  driving  at 
jet  us  see  what  you  have  to  say  about  it 

Mr.  Fitch.  We  might  differ  as  to  what  are  better  conditions.  A 
company  should  be  very  sure  that  it  is  offering  better  condition&  I 
do  not  think  a  company  is  offering  better  conditions  when  it  even 
pays  higher  wages  if  it  thereby  curtails  the  right  of  employees  to 
meet  and  hold  public  gatherings,  to  speak  in  puolic,  to  write  letters 
for  their  labor  papers,  and  express  their  opinions  as  to  the  policy  of 
the  corporation. 
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In  other  words,  to  put  it  in  a  homely  way,  I  believe  in  the  in- 
evitable right  of  the  American  workman  to  kick.  If  you  deprive 
him  of  his  right  to  kick  you  never  can  compensate  him  by  high  wages 
or  by  pensions  or  anything  else. 

I  would  have  a  very  high  opinion  of  a  corporation  that  would  fight 
labor  unions  by  offering  better  conditions  than  the  labor  unions 
could  secure  and  then  not  interfere  with  the  men  when  they  get  to- 
gether in  a  meeting  to  talk  about  it  I  would  have  a  very  high 
opinion  of  a  company  like  that. 

Mr.  Gardner.  Substantially  you  do  not  think  a  corporation  ought 
to  pay  a  man  not  to  kick?^ 

Mr.  Fitch.  I  do  not  think  American  civilization  can  continue  on 
the  basis  which  it  has  now  reached  if  you  deprive  men  of  the  right 
to  kick.  *     - 

Mr.  Gardner.  As  a  matter  of  fact,  does  not  the  corporation  feel 
that  all  these  letters  which  are  being  written  are  for  the  purpose  of 
enjoying  those  benefits,  to  wit,  membership  in  the  labor  union  and 
increased  rewards  which  the  corporation  is  offering? 

Mr.  Fitch.  I  do  not  understand  you.    What  letters? 

Mr.  Gardner.  For  instance,  you  sav  they  ought  to  be  permitted  to 
write  letters  to  their  labor  papers,  i  do  not  know  whether  they  are 
allowed  to  do  so  or  not.  !rrobably  the  corporation  would  deny  the 
fact,  but  for  the  sake  of  the  arffument  let  us  assume  that  they  do  it. 
As  a  matter  of  fact,  would  not  the  corporation  say,  "  We  have  offered 
them  money  or  further  advantages — nigher  pay  or  compensation  or 
welfare  work,  or  whatever  it  is — for  the  express  purpose  of  their  not 
aiding  in  a  movement  to  build  up  labor  organizations  "?  From  that 
point  of  view  would  it  be  improper  for  the  corporations  to  do  what 
they  could  to  prevent  the  people  reaping  the  benefit  of  what  they  have 
offered  them,  and  at  the  same  time  trying  to  accomplish  the  end 
which  the  corporation  is,  from  their  point  of  view,  paying  them  to 
refrain  from  ? 

Mr.  Fitch.  It  is  not  at  all  improjjer  for  a  company  to  try  to  keep 
its  employees  from  organizing,  out  it  is  improper  for  that  company 
to  discnarge  its  men  because  they  desire  to  belong  to  a  club.  ^Yhen 
men  get  together  for  the  purpose  of  organizing,  nobody  knows  what 
the  purposes  are.  I  do  not  oelieve  any  member  of  tnis  committee 
would  say  that  a  man  ought  to  be  condemned  in  advance  of  commit- 
ting a  crime  and  sentenced  for  it  I  think  that  we  come  down  to  the 
principle  that  a  man  ought  to  be  free  until  he  commits  his  crime. 

Mr.  Gardner.  I  quite  agree  with  you  in  your  premise^  and  I  pre- 
sume the  corporation  would  deny  the  fact  as  to  preventing  the  men 
joining  the  club.  Yet  after  it  is  established  that  the  club  is  insti- 
tuted for  the  reason  that  they  desire  to  become  unionized,  would  there 
be  anything,  then,  improper  in  the  corporation  discharging  them  and 
saving,  "  lou  may  no  longer  participate  in  these  benefits    ? 

Mr.  FrrcH.  Such  as  higher  wages  ? 

Mr.  Gardner.  Such  as  whatever  they  offered  them  in  the  way  of 
compensation  or  anything  of  that  sort. 

Mr.  Fitch.  Eveiything  of  that  sort  would  have  to  be  judged  upon 
its  individual  merit;  but  I  do  not  see  where  the  employee  can  be  as- 
sured of  continued  justice  if  the  employer  offers  him  any  amount  of 
high  wages  and  then  refuses  to  him  an  opportunity  to  join  with  his 


2902  UNITED  STATES  STEEL  CO^OSATIOK. 

f ellow^)  ^  )ie  can  have  a  voipe  somewl^it  comparably  t^  the  voice  that 
sp^ks  through  the  employer^  with  capital  bwind  it. 

Mr.  GAitoNEB.  But  suppose  the  corporation  is  wiUio^  tp  p^^  the 
man  to  avoid  itjand  the  man  voluntaruv  surrenders  ijtl 

Mr.  FrrcH.  When  are  pay  the  wen  for  giyin^  up  ik^  in^^j^d- 
ence? 

Mr.  OABDKm  Yes. 

Mr.  Fitch.  Tqu  can  not  pay  a  man  for  that 

Mr.  Gardner.  I  do  not  know  about  that  I  r^i^d  the  question  with 
my  secretary  and  the  newspaper  men,  before  I  l^eisan  th9  jcUscus^^on, 
for  the  exact  purpose  of  brmging  out  that  point 

Mr.  Fitch.  That  is  my  opmion.    Ton  cmi  not  p^ y  a  man  |or  that 

Mr.  GABDNipat.  That  is  all,  Mr.  Chairman. 

Mr.  Young.  Perhaps  this  is  going  back  to  the  bc^nning,  hut  can 
a  man  .enter  any  kipd  of  organized  society  without  g^vipg  up  a  part 
of  the  independence  and  liberty  that  he  would  pnjoy  if  he  were  aione 
upon  a  desert  island — or  not  a  desert  idand,  but  a  rich  islapd  t 

Mr.  FrrcH.  There  is  a  difference  betw^n  indepiendence  and  un- 
bridled license.  Your  man  on  the  rich  desprt  island  would  be  limited, 
of  course.    Ilis  independence  would  be  bounds  by  thftt  island. 

Mr.  YouiiTo.  And  oy  what  he  could  do  upon  thp  island  ? 

Mr.  FiTcu.  Yes. 

Mr.  Young.  Is  it  not  a  f »ct  that  in  anv  preanizpd  society  yoif  must 
give  up  libjjjrtice  in  order  to  enjoy  other  beixents? 

Mr. TiTcp.  Certainly;  a  certain  amount 

Mr.  Yqung.  When  this  man  joins  the  labor  union  it  is  necessary 
for  the  success  of  that  union,  is  it  not,  that  when  the  pinion  has  con- 
sidered the  question  affecting  the  interests  of  its  members  and  decided 
by  a  majoritjr  that  a  certain  thing  ^hall  be  done,  the  jnipprity  s^all 
surrender  their  opinion  and  act  with  the  majority? 

Mr.  Fitch.  That  is  the  principle  we  so  on  in  any  kind  of  ft  democ- 
racy, whether  it  is  a  union  or  a  political  or^nization. 

Mr.  YpuNG.  In  any  kind  or  an  organization— rgQvemmeptnl,  or 
churchr  or  labor  union,  or  any  tiling  of  that  kind  ? 

Mr.  Fitch.  Yes. 

Mr.  Young.  Why  is  it  not  more  detrimental  to  the  character  or 
interest  of  this  man  to  give  up  part  of  his  independence  and  liberty 
to  the  labor  organization  than  it  is  to  give  up  an  equal  amount — not 
greater,  but  an  equal  amount — of  indepwdence  to  the  corporation? 

Mr.  Fitch.  I  do  not  think  there  is  any  reaso^i  for  his  giving  up 
all  of  it  to  the  corporation. 

Mr.  Young.  Vnxo  requires  him  to  giv^  up  all  his  independence* 
and  how  can  he  give  it  up  ?  I  would  be  perfectly  willing  a^  an  indi* 
vidual,  for  instance,  to  agree  for  a  consideration  that  I  wouli  never 
enter  a  certain  line  of  business.  l>o  you  think  there  would  be  any 
impropriety  in  that  ? 

Mr.  Fitch.  None  whatever. 

Mr.  Yqung.  Yet  it  would  be  a  very  great  restriction  on  my  liberty  f 

Mr.  Fitch.  Yes. 

Mr.  Young.  I  would  be  willing  to  say  that  I  would  never  join  a 
society  for  the  dissemination  of  political  science,  for  instance,  for  a 
consideration,  if  anybody  would  pay  me  one  for  it.  pp  you  ttiink 
there  would  be  any  impropriety  in  that  ? 
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Mr.  Fitch.  That  would  depend  very  much  upon  how  sweeping 
the  prohibition  might  be.  But  >ve  arc  talking  now,  if  you  will  pardon 
me,  about  workingmen. 

The  Chaibhak.  To  carry  the  matter  far  enough,  suppose  the  sug- 
gestion be  made  that  you  w-ould  ajgree  not  to  vote? 

Mr.  Young.  No;  I  am  not  talking  about  that  at  all.  I  am  talking 
about  joining  an  organization  for  the  dissemination  of  political 
science. 

Mr.  Fitch.  I  do  not  know  how  you  would  feel  about  it,  but  to 
answer  your  question  directly,  I  should  feel  rather  ashamed  to  sell 
my  right  to  join  any  such  organization  as  that  I  would  rather  be 
free  to  speak  whatever  I  thought  was  the  truth  and  whenever  it  ought 
to  be  spoken.  . 

Mr.  Young.  You  would  be  just  as  free  to  speak  outside  of  the  or- 
ganization as  you  were  in  it  and  probably  a  good  deal  freer. 

Mr.  Fitch.  But  is  not  that  rather  changing  the  basis  of  the  dis- 
cussion? 

Mr.  Young.  I  think  not. 

Mr.  Fitch.  Is  not  that  a  small  point  in  comparison? 

My  idea  with  regard  to  the  laboring  man  is  different  from  m^ 
idea  with  regard  to  a  Member  of  Congress,  and  I  would  say  that  if 
you  were  employed  at  $2  a  day 

Mr.  Young  (interposing).  I  have  been  employed  at  a  good  deal 
less  than  that. 

Mr.  Fitch.  Yes ;  and  so  have  I. 

Mr.  Young.  And  I  worked  15  hours  a  day,  too. 

Mr.  Fitch.  So  have  I. 

Mr.  Young.  Not  occasionally,  not  an  occasional  day,  but  every  day. 

Mr.  Fitch.  If  you  were  asked  to  sell  your  right  to  ask  for  more 
wages  by  an  advance  now  to  $2.10  a  day,  T  could  conceive  of  circum- 
stances  under  which  you  would  have  to  do  it.  But  I  would  think  it 
would  be  a  very  bad  thing  for  society  in  general  for  a  large  nimiber 
of  men  to  be  compelled  to  do  that  thing. 

Mr.  YouN(j.  That  would  depend,  would  it  not.  entirely  as  to  the 
desirableness  of  the  bargain?  When  any  man  enters  into  an  em- 
ployment, as  many  men  do,  for  a  series  of  years  at  a  certain  salary, 
they  agree  they  will  not  seek  any  other  employment  at  a  greater 
salary  during  that  time.  They  do  that  when  they  believe  it  is  ad- 
vantageous for  them  to  make  that  sort  of  a  bargain. 

Mr.  Fitch.  Does  not  the  justice  of  the  bargain  always  depend 
upon  the  bargaining  power  of  the  person  concerned? 

Mr.  Young.  No:  it  depends  on  the  justice  of  the  bargain. 

Mr.  Fitch.  Does  it  not  depend  on  the  bargaining  power  at  all  ? 

Mr.  Young.  It  depends  on  the  justice  of  the  bargain. 

Mr.  Fitch.  Then  you  think^  do  you,  that  society  is  not  endangered 
at  all  if  half  of  society  has  a  right  to  fix  the  terms  of  employment  for 
the  other  half  and  fix  the  wages  for  the  other  half? 

Mr.  Yoi'NG.  I  never  said  anything  of  that  kind. 

Mr.  Fitch.  If  only  that  first  half  intends  to  be  just  ? 

Mr.  Young.  Oh,  no;  I  do  not  see  how  you  could  have  so  miscon- 
strued my  statement. 

Mr.  Fitch.  I  just  asked  if  that  is  your  point  of  view. 

17042—^0.  42—12 .3 
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Mr.  Young.  I  said  no,  and  you  have  no  right  to  think  from  any- 
thing I  said  that  I  did  have  that  point  of  view.  ^  What  I  said  was 
this — and  now  listen,  please — ^that  m  my  opinion  it  depended  on  the 
justice  of  the  bargain,  not  whether  you  thought  it  was  j'ust  or  I 
thought  it  was  Just,  but  whether,  as  a  matter  of  fact,  it  was  just. 

Mr.  FiTCH.  I  differ  with  you  as  to  that.  I  would  feel  independ- 
ence in  a  community  if  I  were  enabled  to  make^  a  bar^in  on  equal 
terms  with  my  employer.  I  would  not  feel  a  similar  independence 
if  I  felt  tiiat  my  employer  were  paying  me  twice  as  much  as  I  was 
worth  at  any  time,  and  could  at  any  time  cut  my  pay  to  half  what  I 
worth,  and  that  I  had  no  recourse.  I  would  not  feel  very  independ- 
ent; in  fact,  I  would  have  to  do  just  about  what  that  employer  told 
me  to  do,  whether  it  was  a  right  thing  to  do  or  a  wrong  thing  to  do, 
just  so  I  could  hold  my  job  and  not  let  my  family  starve. 

Mr.  Young.  Why  would  you  not  feel  entirely  independent^  pro- 
vided you  could  obtain  employment  somewhere  else? 

Mr.  Fitch.  If  I  could  get  employment  at  a  reasonable  rate,  then  I 
would  be  independent. 

Mr.  Young.  Do  you  think  we  have  reached  a  condition  in  this 
country  where  laboring  men,  generally  speaking,  can  not  obtain  em- 
ployment at  reasonable  wages,  somewhere  in  this  country? 

Mr.  Fitch.  I  know  that  hundreds  of  thousands  of  workingmen 
are  not  working  at  reasonable  wages.  I  have  just  been  producing 
figures  here  to  show  that  thousands  of  the  employees  of  the  Steel  C!or- 
poration  are  not  getting  reasonable  wages,  i  have  not  gone  into  that 
in  detail,  but  I  have  been  in  these  men's  homes,  and  I  Imow  how  they 
live.  I  know  the  common  laborer  rate  in  the  steel  industry  presup- 
poses a  single  man  industry.  It  is  based  upon  the  idea  that  a  man 
does  not  have  to  support  a  family.  So  that  common  laborers  of  the 
Steel  Corporation  are  largely  either  single  men  or  married  men  whose 
wives  are  in  Europe  and  who  can  live  at  a  cheaper  rate  in  Europe 
than  they  can  here,  and  hence  small  sums  are  being  sent  over  to  them 
from  time  to  time* 

Mr.  Young.  And  you  say  these  men  can  not  obtain  any  better 
wages  anywhere  else  in  this  country  than  this  identical  wage  which 
the  Steel  Corporation  is  giving  them? 

Mr.  FrrcH.  Some  of  them  can.    The  vast  bulk  of  them  can  not 

Mr.  Young.  No  one  will  pay  them  any  more? 

Mr.  FrrcH.  The  vast  bulk  oi  them  can  not  get  any  more. 

Mr.  Young.  Do  you  mean  by  that  that  all  employers  of  common 
labor  in  this  country  are  in  a  vast  conspiracy  to  hold  the  wages  of  the 
laboring  men  down  to  an  unreasonable  figure? 

Mr.  FrrcH.  It  is  not  a  conspiracy.  It  is  the  natural  working  out  of 
economic  conditions.  The  employer  wants  to  get  all  he  can  and  the 
employee  wants  to  get  all  he  can.  Where  the  employee  is  not  per- 
mitted to  organize  He  has  no  bargaining  power,  and  he  has  to  take 
what  he  can  get.  The  Steel  Corporation  is  not  a  single  employer. 
Their  employing  officer  represents  a  large  body  of  stockholders,  and 
he  must  conduct  the  industry  so  as  to  get,  not  tne  highest  wages  to  be 
paid,  but  the  highest  dividends  to  be  paid  stockholders.  The  thing 
that  moves  him  is  a  thing  that  is  contrary  to  the  thing  that  moves  the 
employee.  There  are  two  conflicting  ideas.  It  is  not  a  conspiracy. 
It  is  a  fight  to  live,  you  might  say.    The  manager  wants  to  hold  his 
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job,  the  president  of  the  steel  Corporation  wants  to  hold  his  job. 
They  want  to  make  this  great  industry  pay.  It  will  pay  more  if 
wages  are  low  than  it  will  pay  if  wages  are  high,  and  that  is  the 
reason  wages  do  not  go  up. 

The  Chairman.  Right  at  that  point  I  want  to  ask  a  question, 
though  not  to  interrupt  Mr.  Young>  interesting  inquiry. 

If  these  men  were  American  citizens,  speaking  our  language,  at 
home  anywhere  in  our  country,  and  who  could,  for  that  reason, 
engage  in  other  gainful  occupations  as  mechanics  or  farmers,  or  the 
like,  would  they  oe  in  the  condition  they  now  are? 

Mr.  Fitch.  Their  condition  would  be  much  better.  There  would 
be  many  more  opportunities  open  to  them.  I  would  not  want  to 
venture  to  say  what  would  be  the  effect  if  all  the  common-labor 
employees  were  skilled  men.  There  would  be  such  an  influx  of 
skillea  labor  there  would  not  be  jobs  enough  to  go  around. 

The  Chairman.  I  do  not  mean  skilled  men.  I  mean  if  they  were 
American  citizens  at  home,  who  knew  our  institutions  and  our 
language,  and  who  could  for  that  reason  do  ordinary  labor  elsewhere 
than  in  communities  where  their  own  language  is  spoken  and  their 
own  people  live. 

Mr.  Fitch.  Oh,  yes.  There  would  be  a  much  greater  freedom  of 
movement  th^i.  Suppose  a  man  were  a  farmer  in  Europe — ^but 
under  your  hypothesis  he  would  not  have  been  in  Europe.  But  sup- 
pose he  had  been  a  farmer  in  Massachusetts,  he  could  then  go  out  to 
Nebraska  and  buy  a  farm,  or  could  go  to  Texas,  where  land  is  very 
cheap,  and  perhaps  buy  a  farm  there ;  but  the  man  who  is  coming  in 
from  southern  Italy  and  from  Russia  and  from  Austria-Hungary, 
not  knowing  our  language,  naturally  goes  to  the  place  where  his 
people  can  talk  his  lan^age ;  so  the  tendency  is  naturally  for  them 
to  congregate  in  great  industrial  centers  and  to'  stay  there,  although 
they  Imow  how  to  farm  and  do  not  know  how  to  be  steel  workers. 

Mr.  YoTJNO.  I  did  not  hear  all  your  testimony,  and  so  I  may  be 
asking  you  things  which  have  been  gone  over;  but  as  I  understand 
your  position,  it  is  that  these  special  benefits,  the  pension  system  and 
the  bonuses,  the  opportunity  to  purchase  stock,  the  payments  made 
for  injuries,  and  all  that,  are  done  by  the  steel  corporation  with  the 
real  concealed  purpose  of  preventing  these  men  joining  labor  unions? 

Mr.  Fitch.  I  have  expressed  no  opinion  on  that  at  all.  I  do  not 
wish  to  express  an  opinion  on  that,  because  that  is  entering  into 
motives  that  can  scarcely  be  determined.    I  might  merely  say 

Mr.  Young  (interposing) .  Do  you  mean  it  has  that  effect  ? 

Mr.  Fitch.  It  has  that  effect ;  ves. 

Mr.  YoTTNG.  It  has  that  effect? 

Mr.  FrrcH.  Yes. 

Mr.  YotTNG.  TTiere  are  a  great  many  places  in  the  United  States 
where  common  labor  is  employed,  where  nothing  of  that  kind  is 
done,  and  there  is  no  objection  to  men  joining  labor  unions.    Have 

5rou  made  any  investigation  to  find  whether  under  such  conditions 
aboring  men  are  receiving  better  wages  for  the  same  kind  of  work? 
I  do  not  mean  the  same  kind,  but  the  same  class  of  common,  unskilled 
labor.  Have  vou  made  any  investigation  to  determine  whether  they 
are  receiving  Wter  wages  than  in  the  steel  industry,  when  they  are 
working  for  the  steel  corporation  ? 
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Mr.  Fitch.  No;  I  have  made  no  special  inquiry  into  that.  How- 
ever, I  have  here  an  abstract  of  the  report  of  the  Immigration  Com- 
mission, which 

Mr.  Young  (interposing).  Of  what  date? 

Mr.  FiTC'ii.  1911.  That  is  the  congressional  commission,  which  has 
recently  completed  its  investigation  and  is  publishing  its  report. 

1  find  that  they  secured  detailed  information  for  86,089  employees 
in  the  steel  incfustry.  The  census  reported  for  19()9  there  were 
b01,3^0  employees  engaged  in  all  classes  of  iron  and  steel  work, 
excluding,  of  course,  mines,  but  in  the  plants.  The  number  investi- 
gated was  something  like  28  per  cent  of  the  total,  whid^  is  a  pretty 
rair  basis  for  a  stuoy.  These  were  common  laborers  mainly,  because 
they  were  immigrants.  They  say  here  that  the  average  annual  earn- 
ings of  all  males  18  years  of  age  and  over  in  the  period  investi^ted — 
and  I  think  this  has  reference  to  1910,  though  I  am  not  positive  as 
to  that — were  only  $346 ;  the  average  annual  earnings  of  male  heads 
of  families  were  $409;  and  the  average  annual  family  income 
was  $568. 

Mr.  Young.  That  is  really  where  more  than  one  member  of  the 
family  worked? 

Mr.  Fitch.  Yes ;  or  where  the  wife  worked  at  some  other  industry. 
I  glanced  through  these  other  industries  which  are  included  in  tMs 
abstract,  and  notice  they  include  slaughtering  and  meat  packing, 
bituminous  coal  mining,  glass  manufacture,  woolen  and  worsted 
manufacture,  silk  goods,  cotton  goods,  clothing  manufacturings  boots 
and  shoes,  furniture,  collar,  cuff,  and  shirt  manufactures,  leather, 
glove  manufactures,  .oil  refining,  sugar  refining,  manufactures  of 
cigars  and  tobacco,  and  I  find  the  lowest  rate  is  in  the  steel  industry. 

Mr.  Keed.  Unskilled  labor? 

Mr.  Fitch.  It  does  not  say  whether  it  is  skilled  or  unskilled  in 
this  immigrant  investigation. 

Mr.  Young.  The  figures  we  have  been  receiving  from  the  Bureau 
of  Corporations  show  that  the  average  rate  of  wages  for  unskilled 
labor  in  the  steel  corporation  at  Pittsburgh  is  17i  cents  an  hour,  but 
that  they  work  either  72  or  84  hours  a  week.  That  would  make  a  very 
much  higher  rate  of  wages  than  any  that  you  have  mentioned. 

Mr.  Fitch.  If  they  work  365  days  in  the  year,  it  would. 

The  Chairman.  I  think  you  misapprehend  the  idea.  You  are 
speaking  of  wages  paid  these  immigrants. 

Mr.  Fitch.  These  are  mainly  immigrants,  though  a  certain  pro- 

Eortion  of  American-born  citizens  is  mcluded  in  each  study.     Per- 
aps  I  can  tell  you  right  here. 

The  Chairman.  I  may  have  misapprehended  the  matter  myself. 

Mr.  Bates.  Of  the  total  number  of  employees,  57.7  per  cent  were 
found  to  be  of  foreign  birth.  The  principal  races  of  the  old  immigra- 
tion— this  commission  differentiates  between  old  and  new  immigra- 
tion, the  old  being  northern  Europe  and  the  new  being  southern 
Europe — were:  Germans,  4,266;  Irish,  2.448;  and  English,  2,340, 
The  rest  of  the  races  reported  in  largest  numbers  were  the  Slavics, 
9,029;  the  Poles,  7,897,  and  so  on;  and  of  the  total  number  of  iron 
and  steel  workers  there  were  28.90  per  cent  of  native  born  with  native 
fathers  and  13.4  per  cent  native  born  with  foreign  fathers. 

Mr.  Rkw).  Unless  I  have  misunderstood  Mr.  Fitch,  the  figures 
which  he  now  gives  us  are  comparing  the  earnings  of  the  steel  work- 
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ers,  most  of  whom  are  common  laborers^  with  the  earnings  of  the 
workers  in  other  industries,  most  of  whom  are  skilled  woreers,  and 
I  think  Mr.  Fitch  will  saT  that  my  inlonnation  is  correct,  that ^  the 
steel  workers  at  Pittsburgn  receive  a  higher  rate  per  hour  for  com- 
mon labor  than  any  other  important  group  of  common  laborers  in 
the  United  States,  except  perhaps  in  the  Pacific  States. 

Is  that  not  correct,  Mr.  Fitch  t 

Mr.  FrrcH.  I  could  not  say  as  to  all  groups  of  common  labor.  The 
highest  rate  paid  in  the  steel  industry  is  paid  by  the  United  States 
Steel  Corporation  at  Pittsburg.  As  to  these  other  industries  coa- 
taininff  a  higher  proportion  of  skilled  employees,  I  could  not  say. 
The  slaughtering  ana  meat-packing  industry  has  a  large  number  of 
common  laborers. 

Mr.  YouNO.  I  should  not  think  statistics  of  that  kind  are  of  very 
much  value  unless  they  differentiate  between  the  skilled  and  un- 
skilled laborers  on  both  ades. 

Mr.  FiTOH.  Without  differentiating  at  all,  and  taking  the  iron  and 
steel  situation  as  it  stands,  that  yeany  income  is  rather  low.  Com- 
paring it  with  what  we  mi^t  consiaer  the  American  standard  of 
living  rather  than  comparing  it  with  any  other  industry,  it  is  ex- 
ceedingly low. 

Mr.  louNo.  The  figures  which  you  ^ve — $409 — are  very  low.  But 
that  Would  indicate  that  these  men,  if  they  receive  the  same  wages 
that  the  common  laborer  receives  at  Pittsburgh,  did  not  work  over 
four-sevenths  of  the  time.  Except  in  a  year  of  great  financial  de- 
pression, if  a  man  does  not  work  more  than  four-sevenths  of  the  timie 
it  is  usually  his  own  fault. 

Mr.  Fitch.  I  would  not  hesitate 

Mr.  Young  (interposing).  Of  course,  there  have  been  years  when 
he  could  not  get  that  oppmtunity. 

Mr.  FrrcH.  I  would  not  hesitate  to  say  that  as  to  the  steel  industry. 
No  one  will  deny  that  the  steel  industry  has  increased  its  capacity 
beyond  any  demand  that  this  country  has  ever  made. 

Mr.  Young.  But  you  must  retmember  that  we  have  increased  our 
consumption  more  than  double  the  amount  of  the  consumption  in  10 
year&   We  are  not  very  much  ahead. 

Mr.  Fitch.  I  have  no  figures  as  to  the  extent  to  which  we  are 
ahead,  but  I  know  the  Gary  plant  has  never  yet  been  in  full  opera- 
tion unless  it  has  been  recently  in  full  operation. 

Mr.  Rebd.  It  is  very  near  it  now. 

The  Chaibman.  The  Gary  plant  has  hardly  started. 

Mr.  Fitch.  The  Gary  plant  be&^an  to  be  built  in  1906. 

Mr.  Young.  But  it  is  not  completed  yet. 

Mr.  Fitch.  The  departments  that  have  been  completed  have 
scarcely  ever,  if  at  all.  oeen  in  full  operation.  I  was  in  Chicago  and 
Gar^  last  winter,  and  I  went  through  these  plants.  In  South  Chicago, 
in  visiting  the  plant  there,  I  could  scarcely  find  anybody  at  work; 
practically  all  the  departments  were  closed,  and  although  I  was  in 
Chicago  for  three  months,  there  was  very  little  of  that  time  that  the 
entire  plant — I  do  not  think  any  of  the  time  the  entire  plant  was  in 
operation. 

Mr.  Young.  What  time  was  this  i 

Mr.  FrrcH.  I  was  in  Chicago  from  the  1st  of  December  luitil 
nearly  the  end  of  February. 
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Mr.  Young,  Of  what  year! 

Mr.  Fitch.  Of  1910  and  1911.  Not  only  was  that  true  in  Chit 
and  Gary,  but  practically  throughout  the  country.  The  steel  mills 
were  operating  on  part  time,  and  they  are  operating  now  <m  part 
time. 

Mr.  Young.  Undoubtedly. 

Mr.  Fitch.  I  do  not  know  of  any  time  since  the  boom  era  of  1906 
and  1907  that  the  steel  mills  have  been  operating  constantly  at  all  at 
full  capacity.  Having  built  these  sreat  mills  and  gathered  together 
a  laboring  xorce  to  run  them — ^for  there  must  be  a  fml  laboring  force, 
because  every  department  of  the  plant  is  running  part  of  the  time — 
necessarily  men  are  out  of  employment  a  great  deal. 

Mr.  Young.  But  that  is  all  deductive,  it  seems  to  me.  I  do  not 
believe,  as  a  matter  of  fact,  that  all  of  these  plants,  at  the  same  time, 
have  ever  had  a  force  together  capable  of  running  all  the  plants  at 
their  full  capacity.  If  they  have,  I  have  been  very  mudi  misin- 
formed. It  is  true  that  we  have  greater  capacity  in  the  steel  business 
than  there  is  a  demand  for.  The  increase  in  the  demand  has  been 
so  rapid  that  in  1906  and  1907  we  got  behind,  but  this  resulted  in  an 
expansion  of  the  business,  and  we  built  rather  more  plants  than  as 
yet  we  have  had  use  for,  but  it  will  only  be  a  few  years  until  tiiey 
are  all  in  use.  That  increase  has  mainly  occurred  since  the  business 
began  to  be  unsteady.  They  have  just  commenced  plants,  ancL  have 
been  building  them  since.  1  do  not  think  there  is  any  condition  at 
most  of  them  where  a  large  force  has  been  gathered  together  that 
has  been  idle  a  large  proportion  of  the  time. 

Mr.  Fitch.  There  has  not  been  a  time  since  the  fall  of  1907  that 
the  steel  mills  of  the  Pittsburgh  district  have  generally  been  operated 
on  full  time. 

Mr.  Young.  Very  true ;  but  they  have  monstrously  increased  their 
capacity  since  that. 

Mr.  Fitch.  Yes ;  and  have  increased  their  labor  force  and  have 
laid  off  men  from  time  to  time 

Mr.  Young  (interposing) .  I  should  feel  like  denying  that  without 
some  proof  of  it. 

Mr.  Fitch.  I  refer  you  to  the  report  of  the  Immigration  Commis- 
sion as  to  the  amount  of  lost  time  during  the  period  of  investigation. 

The  Chairman.  Can  you  put  that  in  mis  record  ? 

Mr.  FrrcH.  I  would  much  prefer  that  you  would  ask  some  member 
of  the  commission  or  some  person  who  had  to  do  with  compiling  those 
statistics,  because  th^  would  be  much  more  familiar  with  them.  I 
would  suggest  Mr.  Husband,  who  was  one  of  the  secretaries  of  -the 
commission.    However,  if  you  wish  me  to  do  so,  I  will  get  them. 

The  Chairman.  That  information  ouffht  to  be  put  in  the  record  in 
eonnection  with  this  colloquy,  to  make  the  situation  complete. 

Mr.  Fitch.  I  will  have  to  send  that  to  you  from  New  York.  I  do 
not  have  it  here. 

The  Chairman.  Mr.  Fitch,  it  is  necessarjr  for  us  to  suspend  at  this 
time,  and  we  will  appreciate  it  very  much  if  you  will  appear  bef<Nre 
us  to-morrow  morning  at  10  o'clock. 

The  committee  will  now  stand  adjourned  until  tomorrow  mornings 
at  10  o'clock. 

Thereupon,  at  12.45  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Saturday,  February  3, 1912,  at  10  a.  m. 
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The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chairman) 
presiding. 

STATEMENT  OF  MB.  JOHN  A.  FITCH— Continued. 

The  Chairman.  You  may  proceed,  Mr.  Fitch.  Mr.  Young  was 
questioning  you,  I  believe. 

Mr.  Young.  I  was  very  nearly  through,  Mr.  Chairman.  Mr.  Fitch, 
I  understand  you  have  been  engaged  in  a  magazine  called  "The 
Survey"? 

Mr.  Fitch.  Yes. 

Mr.  Young.  And  the  work  which  you  have  done  in  examining 
into  labor  conditions  has  been  done  mainly  for  the  Survey? 

Mr.  FrpcH.  Yes. 

Mr.  Young.  Is  that  a  periodical  published  at  regular  intervals? 

Mr.  FrrcH.  It  is  a  weekly  periodical ;  yes. 

Mr.  Young.  You  stated  that  it  was  not  published  for  gain.  Who 
are  its  owners  ? 

Mr.  FrrcH.  I  suppose  really  it  is  owned  by  the  Charity  Organiza- 
tion Society  of  the  city  of  New  York.  I  am  not  definitely  iniormed 
as  to  that.  It  is  published  under  the  auspices  of  a  committee  known 
as  the  charities  publication  committee,  and  this  committee  includes 
men  and  women  in  different  parts  of  the  United  States;  for  ex- 
ample, there  is  a  representative  in  Boston,  another  in  Chicago,  an- 
other in  San  Francisco,  and  another  in  Washington,  although  the 
majority  of  them  live  in  New  York,  and  most  of  tnem  are  connected 
with  the  Charity  Organization  Society  of  the  city  of  New  York. 

Mr.  Young.  Is  it  an  imcorporated  organization,  or  merely  vol- 
untary ? 

Mr.  FrrcH.  The  Charity  Organization  Society  is  incorporated.  I 
do  not  believe  that  the  charities  publication  committee  is,  though  it 
'  may  be. 

Mr.  Young.  Does  this  magazine  deal  with  other  questions  than 
labor  conditions? 

Mr.  Fn€H.  Yes,  sir. 

Mr.  Young.  With  what? 

Mr.  FrrcH.  It  intends  to  cover  the  whole  social  problem,  as  far 
as  that  may  be.    It  is  a  sociological  magazine. 

Mr.  Young.  Sociology  is  a  pretty  broad  term.  It  might  include 
pretty  nearly  everything. 

Mr.  FrrcH.  The  Survey  includes  a  pretty  broad  field. 

Mr.  Young.  How  is  supported  ?  Is  it  sold  in  the  market,  or  is  it 
supported  by  voluntary  contributions  ? 
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Mr.  Fitch.  It  is  not  sold  on  the  news  stands.  An  eflfort  is  made 
to  get  as  many  people  to  subscribe  for  it  as  will.  After  that,  we 
have  a  list  of  several  hundred  people,  whom  we  call  ^*  cooperating 
subscribers,"  who  pay  $10  each  year.  After  tiiat,  we  have  a  large 
list  of  contributors,  who  give  various  sums  for  carrying  on  the  maga- 
zine, from  $5  up  to  a  thousand  dollars.  If  you  would  like  to  have 
it,  I  can  send  you  the  last  report  of  the  publication  committee,  show- 
ing exactly  all  those  things. 

Mr.  Young.  I  would  like  that;  but  I  was  only  trying  to  gjet 
general  knowledge  as  to  what  this  was.    I  am  not  familiar  with  it. 

The  Chairman.  Who  is  the  treasurer  of  this  organization  ? 

Mr.  Fitch.  J.  Pierpont  Morgan. 

The  Chairman.  Then  it  is  all  right. 

Mr.  Young.  Not  necessarily. 

Mr.  Fitch.  Mr.  Morgan  is  treasurer  of  the  Charity  Organization 
Society — not  of  the  fund  which  maintains  The  Survey. 

Mr.  Young.  That  is  all. 

The  Chairman.  I  am  anxious,  Mr.  Fitch,  to  get  a  statement  of  the 
conditions  prevailing  in  the  steel  industry  of  the  country  that  you 
have  seen  at  first  hand,  with  your  own  eyes. 

Mr.  Brandeis  has  quoted  you  very  fully.  Have  you  read  his  testi- 
mony? 

Mr.  Fitch.  I  have  read  a  part  of  it. 

The  Chairman.  Have  you  read  the  first  day  of  his  testimony  be- 
fore this  committee? 

Mr.  Fitch.  I  do  not  think  I  have  read  the  first  day's  testimony. 

The  Chairman.  What  part  of  it  have  you  read? 

Mr.  Fitch.  I  have  read  a  part  of  his  testimony  where  he  discussed 
hours  and  wages.    I  do  not  know  what  day  it  was. 

The  Chairman.  On  that  question  of  hours  and  wages  he  quotes 
you  very  voluminously. 

Mr.  Young.  On  the  question  of  hours  and  wages  he  quotes,  mostly, 
the  report  of  the  Commissioner  of  Labor,  does  he  not? 

The  Chairman.  In  so  far  as  he  quotes  you  there,  Mr.  Fitch,  was 
this  report  made  by  you  from  your  personal  observation  ? 

Mr.  Fitch.  From  my  personal  observation ;  yes,  sir. 

The  Chairman.  And  Mr.  Brandeis  quotes  you  correctly  in  that 
connection  ? 

Mr.  Young.  Is  not  that  a  pretty  wholesale  way  of  getting  at  it, 
Mr.  Chairman?  We  have  here  the  witness  who  really  knows  tlie 
conditions. 

The  Chairman.  I  want  to  ask  about  Mr.  Brandeis's  testimony,  so 
far  as  you  have  read  it,  Mr.  Fitch. 

Mr.  Fitch.  Wherever  I  have  read  it,  he  has  quoted  me  absolutely 
correctly. 

Mr.  Reed.  That  is,  where  you  have  read  it? 

Mr.  Fitch.  In  so  far  as  I  have  read  his  testimony,  yes, 

Mr.  Young.  Of  course  Mr.  Brandeis's  statement  was  hardly  testi- 
mony at  all.    It  was  an  argument. 

The  Chairman.  I  understand  that.  That  is  exactly  what  I  want 
to  find  out.  Mr.  Brandeis  based  his  facts  upon  the  report  of  the  Com- 
missioner of  Labor — upon  Mr.  Neill's  report — and  upon  your  book 
and  other  statements  for  which  he  gave  you  as  authority.  I  want  to 
know,  first,  if  those  facts  listed  by  you  were  the  result  of  your  |>or- 
sonal  observation ;  secondly,  if  Mr.  Brandeis  quoted  you  correctly. 
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Mr.  Heed.  The  witness  says  he  has  not  read  all  of  Mr.  Brandeis's 
testimony,  Mr.  Chairman. 

The  Chairman.  So  far  as  he  has  read  it,  he  says  that  is  true,  as. 
T  understand. 

Mr.  Fitch,  have  you  gone  into  the  homes  of  these  workmen — I 
would  hardly  call  them  homes,  perhaps,  but  their  abodes? 

Mr.  Fitch.  Yes. 

The  Chairman.  Just  explain  to  the  committee  the  manner  of  their 
living. 

Mr.  Fitch.  The  highly  skilled  American  workman  in  the  steel- 
mill  towns  lives  very  comfortably,  indeed.  I  have  been  in  a  good 
many  of  their  homes  and  have  talked  with  a  good  many  of  them  in 
their  homes — such  men  as  rollers  and  heaters,  who,  in  the  Pittsburgh 
district,  draw  from  $4  to  $6  and  in  some  cases  $8  a  day,  and  I  find 
they  live  very  well. 

I  found  in  all  cases,  in  spite  of  their  present  surroundings,  a  feel- 
ing of  deep  discontent  because  they  had  so  little  time  to  enjoy  those 
thmgs,  because  they  had  so  little  time  with  their  children  or  with 
their  books,  where  they  had  them,  or  to  enjoy  the  use  of  their  pianos,, 
etc 

The  unskilled  laborers,  who  constitute  the  great  bulk  of  the  in- 
dustry— over  60  per  cent — are  the  men  who  receive  the  rate  of  17^ 
cents  an  hour  in  the  Pittsburgh  district. 

I  have  been  in  their  homes  to  some  extent. 

In  most  cases,  judging  merely  from  my  observation,  I  should  say 
that  a  majority  of  these  men  are  livmff  as  single  men :  that  they  are 
living  at  boarding  houses;  and  the  congestion  is  something  very  bad 
in  those  districts. 

Mr.  Young.  About  what  is  their  age,  should  you  say?  Did  you 
notice  that  especially? 

Mr.  FrrcH.  The  great  bulk  of  them  I  should  say  average  30  years 
of  age.    Perhaps  I  had  better  say  between  20  and  35  years  of  age. 

Mr.  YouNO.  They  are  quite  youn^  men,  then,  on  the  average  ? 

Mr.  FiTCH.  Yes;  men  in  the  prime  of  their  strength.  I  have 
been  in  those  houses  where  the  beds  stood  in  the  bedrooms  about 
as  thick  as  they  could  be  and  leave  space  to  walk  between  them.  I 
have  found  men  sleeping  in  the  beds  in  the  daytime,  and  have  been 
told  that  other  men  slept  in  the  same  beds  at  night.  I  have  been  in 
a  good  many  of  those  nouses  where  there  was  only  one  room  in  the 
house,  where  there  were  no  beds,  and  that  was  the  kitchen  and 
dining  room,  and  in  some  places  I  have  found  cases  where  even 
the  kitchen  and  dining  room  had  to  make  way  for  the  bed  for  the 
head  of  the  house. 

Mr.  Young.  It  is  a  fact,  is  it  not,  Mr.  Fitch,  that  people  who 
live  under  those  conditions  live  at  a  cost  of  a  few  cents  a  day? 

Mr.  Fitch.  I  think  they  must. 

Mr.  Keed.  And  apply  their  money  to  other  purposes  than  sub- 
sistence?   They  either  ship  it  abroad  or  else  save  it  ? 

Mr.  Fitch.  I  do  not  think  that  they  have  a  very  large  amount  to 
ship  abroad.  I  know  that  they  do  send  some  money  abroad.  Many 
of  them  are  men  who  are  supporting  families  in  Europe. 

The  Chairman.  What  are  the  conditions  of  those  beds?  What 
sort  of  beds  are  they?  While  the  beds  are  crowded  are  they  not 
clean,  white,  presentable,  and  are  not  the  rooms  well  ventilated  ? 
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Mr.  Fitch,  They  are  usually  in  a  wretched  condition.  The  beds 
are  usually  without  linen,  frequently  nothing  but  an  old  mattress 
with  a  few  quilts  in  a  heap  on  top.  I  have  been  in  some  few  places 
where  there  was  lineUj  usually  unwashed  for  quite  a  period  oi  time. 

Mr.  Seed.  Mr.  Chairman,  are  we  not  trenching  on  the  privileges 
of  this  proposed  committee  to  investigate  the  cost  of  living?  It 
seems  to  me  this  is  a  little  remote. 

The  Chairman.  It  is  very  interesting. 

Mr.  Reed.  It  is  very  interesting  indeed,  but  a  little  remote,  I 
suggest. 

The  Chairman.  Why  do  they  not  clean  these  beds  when  the  men 
^et  up  and  leave  them?  Does  not  the  man  have  12  hours'  work 
before  he  comes  back,  thus  allowing  time  enough  to  arran^  these 
rooms  ?  How  do  you  account  for  that  revolting  condition  which  you 
have  described  ? 

Mr.  Fitch.  It  is  due  to  several  things,  I  think,  Mr.  Chairman. 
It  is  partly  due  to  the  fact  that  there  is  another  group  of  men  coming 
in  to  sleep  on  the  same  beds,  so  that  there  is  not  12  hours'  time  in 
which  to  clean  the  rooms ;  perhaps  only  a  very  brief  space  of  time. 

It  is  due,  again,  to  the  fact  that  these  foreign  worbnen,  many 
of  them,  have  come  from  country  towns  or  farms  in  Europe^  and 
they  do  not  understand  anything  about  the  hygienic  necessities  of 
cleanliness,  especially  in  a  congested  district 

It  is  due,  again,  to  the  fact  that  the  one  woman  who  usually  has 
charge  of  one  of  these  boarding  houses  is  desperately  overworked 
in  taking  care  of  the  large  numDer  of  men  who  occupy  her  rooms., 
so  that  it  becomes  practically  an  impossibility  for  her  to  keep  her 
house  well,  even  if  sne  was  desirous  oi  doing  so. 

I  have  been  in  houses  similar  to  that,  however,  where  everything 
was  scrupulously  clean. 

My  observation  leads  me  to  believe  that  if  a  little  opportunity  be 
afforded  these  people,  or  if  an  example  be  set  for  a  time  in  tfieir 
midst,  that  they  desire  cleanliness,  ana  will  have  it. 

Mr.  Young.  Do  you  know  what  they  pay  for  such  boarding  and 
lodging  as  you  have  described? 

Mr.  Fitch.  I  would  not  want  to  say  anything  as  to  that.  It 
would  be  merely^  a  guess  on  my  part,  and  worth  very  little. 

Mr.  Reed.  It  is  about  10  cents  a  day,  is  it  not  ? 

Mr.  Fitch.  I  have  no  idea. 

Mr.  Sterling.  How  much? 

Mr.  Reed.  Ten  cents  a  day. 

Mr.  Fitch.  Per  man? 

Mr.  Reed.  Per  man. 

Mr.  Sterling.  Not  for  meals,  too  ? 

Mr.  Reed.  Including  everything  but  his  supper,  I  understand  ? 

Mr.  Sterling.  Ten  cents  a  day? 

Mr.  Reed.  Yes :  I  understand  so.    I  am  not  testifying,  of  course. 

The  Chairman.  How  many  American  citizens  did  you  find  sleep- 
ing in  beds  that  were  filthy,  without  linen,  crowded  into  sin^e 
rooms^  occupied  by  other  tenants  the  moment  they  left?  How  many 
American  citizens  did  you  find  living  in  that  sort  of  squalor  and 
practicing  that  sort  of  economy? 

Mr.  Young.  Do  you  mean  American  citizens,  or  American-bom 
citizens? 
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The  Chairman.  Either.  Either  forei^ers  who,  like  the  Finns 
and  Germans  come  here  to  become  American  citizens,  or  men  bom 
under  the  flag ;  I  do  not  make  much  distinction  between  them  ? 

Mr.  FrrcH.  I  do  not  think  I  have  ever  found  an  American-bom 
citizen  living  under  those  conditions,  Mr.  Chairman.  I  have  no 
knowledge  as  to  how  many  of  the  men  may  have  been  naturalized 
citizens. 

The  Chairman.  Did  you  find  any  Irishmen,  Germans,  or  Swedes, 
or  Finns,  or  Norwegians  living  under  those  conditions? 
•  Mr.  FrroH.  No. 

The  Chairman.  Who  are  these  creatures?  Where  do  they  come 
from? 

Mr.  FrroH.  There  are  mostly  what  the  Immigration  Commission 
calls  men  of  the  newer  immigration;  men  from  southern  Europe, 
from  Italy,  and  Austria-Hungary. 

Mr.  Bartlbtt.  Syrians,  Poles,  Koumanians,  and  Italians? 

Mr.  Fitch.  Yes. 

Mr.  Young.  Do  they  include  many  Syrians  and  Asiatics  ? 

Mr.  FrrcH.  There  are  some  Syrians  engaged  in  the  iron  and  steel 
industiT.    I  think  the  proportion  is  rather  Tow,  however. 

Mr.  lOUNG.  You  say  these  men  live  as  single  men.  Have  they 
families?  Do  many  oi  them  have  families?  If  so,  where  are  their 
families? 

Mr.  Fitch.  In  Europe.  There  are  men  with  families  living  in 
Europe.  There  are  many  foreign  immigrants  who  have  been  able 
to  get  their  own  homes,  and  who  live  independently  as  families,  even 
wimout  boarders.  My  observation,  however,  would  lead  me  to  be- 
lieve that  a  majority  of  them  are  living  as  boarders,  and  that  a  ma- 
jority, or  at  least  a  very  lar^  number  of  those  whose  families  are  liv- 
ing m  this  country  are  mamtaining  boarding  houses,  and  taking  m 
other  single  men  as  boarders. 

The  Chairman.  Among  the  men  receiving  this  174  cents  a  day 
wage,  did  you  find  any  laborers  with  families,  whose  wives  were  not 
also  engaged  in  some  gainful  occupation,  such  as  washing  for  other 
people,  or  making  other  people's  beds,  or  cooking  for  other  people,  or 
something  of  that  kind  ? 

Mr.  Fitch.  I  never  made  any  definite  study  as  to  that,  Mr.  Chair- 
man. There  may  be  such  women,  who  are  not  working  for  outsiders: 
but,  in  the  districts  where  I  have  gone  into  their  houses,  I  shoula 
say  that  the  most  of  them  are  taking  in  boarders  or  doing  some  work. 

May  I  suggest,  Mr.  Chairman,  tnat  Miss  Margaret  Byington,  of 
New  York,  is  a  lady  who  made  a  careful  study  of  the  very  thing 
about  which  vou  are  asking  me,  in  the  town  of  Homestead,  and  she 
could  probably  answer  all  of  your  questions,  even  about  what  it  costs 
these  men  to  live,  very  readily.  I  should  be  glad  if  you  would  adc 
her  in  regard  to  those  things.    She  wrote  a  book  on  tlie  subject. 

The  Chairman.  What  is  the  title  of  that  book  ? 

Mr.  Fitch.  Homestead. 

The  Chairman.  I  believe  I  have  it. 

You  were  speaking  yesterday,  Mr.  Fitch,  in  talking  with  Mr. 
Young,  about  the  average  wage  paid  these  foreigners,  these  Poles, 
Bohemians,  Hungarians,  and  Italians,  and  it  was  suggested  that  you 
try  to  get  that  information  between  the  time  you  were  excused  yester- 
day and  the  time  you  began  your  testimony  to-day.  Have  you  that 
data? 
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Mr.  Fitch.  Yes.  I  mentioned  the  fact  yesterday  that  in  glancing 
hastily  through  the  abstract  of  the  report  of  the  unmiCTation  Com- 
mission on  '^  Manufactures  and  mining,"  I  found  that  the  annual  in- 
come of  iron  and  steel  workers  was  lower  than  that  of  any  other  in- 
dustry which  they  covered  in  their  investigation. 

I  have  brought  together  those  figures  now,  and  I  shall  have  to  cor- 
rect that  statement  m  one  instance.  I  find  that  in  the  woolen  and 
worsted  industry  the  average  annual  income  of  all  males  18  years  of 
age  and  older  investigated  by  the  commission  was  $346.  That  was 
exactly  the  same  amount  that  was  found  for  the  iron  and  steel  in-» 
dustry.  ' 

The  average  annual  income  of  male  heads  of  families  in  the  woolen 
and  worsted  industry  was  $400,  as  against  $409  in  the  iron  and  steel 
industry.  In  all  of  the  other  industries  covered,  however,  the  annual 
income  was  higher  than  that  of  iron  and  steel. 

The  Chairman.  What  industries  were  those? 

Mr.  FrrcH.  Slaughtering  and  meat  packing,  bituminous  coal  min- 
ing, glass  manufacturing,  woolen  ana  worsted,  silk  goods,  cotton 
goods,  clothing,  boots  and  shoes,  furniture,  collars  and  cuff  and  shirt 
manufacturing,  leather  tanning,  glove  manufacturing,  oil  refining, 
and  sugar  refining. 

Mr.  Keed.  For  what  year  is  that? 

Jfr.  FiTCH.  I  learned  yesterday  from  agents  of  the  commission 
that  these  figures  can  not  be  definitely  said  to  apply  to  any  one  year. 
The  investigation  began  in  the  fall  of  1908,  and  was  carried  throus^h 
until  the  end  of  June,  1909.  It  was  very  broad  in  its  scope,  and  tne 
agent  asked  each  head  of  a  family  from  whom  they  secured  definite 
information  what  his  income  had  been,  or,  rather,  I  suppose  they 
took  it  from  the  pay  roll  of  the  company ;  and  they  secured  the  an- 
nual income  for  the  last  year.  Some  of  these  incomes  would  be  for 
1907  and  1908,  some  of  them  for  1908  and  1909,  and  some  of  them 
would  be  all  in  1908.  But  part  of  them  being  before  the  panic  and 
part  of  them  being  after  the  panic  possibly  the  errors  balance  each 
other,  and  we  have  a  correct  statement. 

Mr.  Reed.  It  seems  unfortunate  that  they  should  have  picked  a 
period  of  such  great  depression  in  the  steel  business,  however. 

The  Chairman.  What  is  the  comparative  regularity  of  employ- 
ment in  the  steel  industry  and  other  industries? 

yW.  Fitch.  Of  course,  this  low  rate  in  the  steel  industry  is  ex- 
plained only  on  the  basis  of  the  irregularity  of  employment." 

I  have  here  also  the  average  weekly  wage,  and  I  found  that  that 
of  iron  and  steel  is  higher  than  in  any  of  the  other  industries.  So 
that  if  the  men  had  worked  regularly  every  week  in  the  year  their 
incomes  would  have  been  much  larger  than  in  any  of  the  other  in- 
dustries. In  fact,  there  are  only  two  other  industries  that  approach 
iron  and  steel,  namely,  clothing,  with  a  weekly  wage  of  $13.30;  and 
oil  refining,  with  a  weekly  wage  of  $13.81-;  as  against  iron  and  steel, 
with  a  weekly  wage  of  $14.35. 

I  secured  a  table  from  the  Immigration  Commission  tending  to 
show 

Mr.  YouNQ.  That  is  the  congressional  immigration  commission  to 
which  you  refer? 

Mr.  FrrcH.  Yes.  It  tends  to  show  something  as  to  the  regularity 
of  employment,  first,  in  the  iron  and  steel  industry.  They  seciured  in- 
formation here  from  4,550 
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The  Chairman.  Before  yougo  into  that.  You  speak  of  the  weekly 
wage  in  the  steel  industry.  That  in  many  instances  includes  seven 
days  in  the  week.  Do  these  other  industries  work  six  or  seven  days 
in  the  week? 

Mr.  Fitch.  So  far  as  I  know  all  of  these  other  industries  are  six- 
day  industries.    Yes ;  I  think  all  of  them  are. 

They  secured  information  from  4,550  employees  in  the  iron  and 
steel  industry  and  20  per  cent  of  them  worked  the  full  12  months : 
44  per  cent  worked  9  months  and  over;  75  per  cent  worked  6  months 
qf  over;  which,  of  course,  leaves  25  per  cent  that  did  not  work  even 
G  months;  94.2  per  cent  worked  3  months  and  over,  leaving  only  (> 
per  cent  who  did  not  work  as  much  as  3  months. 

Mr.  Young.  WiD  you  not  make  those  tables  to  which  you  refer  a 
part  of  your  testimony,  so  that  we  may  have  them  in  connection  with 
your  statements? 

Mr.  Fitch.  Certainly. 

The  tables  referred  to  are  as  follows : 


Average 

weekly 

wage. 


I 


Iron  and  steel '        $14.35 

SJaughtarlxig  and  meat  psokiiig i 

Bitomlnoas  coal  mining 

Gteasimanufactorin^ ' 

Woolen  and  woFBted 10.49 

Sak  goods 12.50 

Cotton  goods I  9.68 

Ck^thing 13.30 

Boots  and  shoes r <  12.10 

Fumitore 11.67 

Collars  and  cnfls  and  shirt  manufacturing 12.66 

Leather  tanning 10.64 

Glove  manufacturing 1 2. 33 

OUremiing 13.81 

Sugar  retbdng 11.82 

I 


Average 
annual  in- 
come, all 
males  18 
years  of 
age  or  older. 


Averag(> 

annualln- 

come.male 

heads  of 

families. 


GRAND  TOTAL. 


I 


Industry. 


Agricultural  implements  and  vehicles. 

C^Ears  and  tobacco 

ClothiQg 

Coal  mining,  anthracite 

Coal  mlnlngf  bituminous 

GoQars  andcniEs 

Coppsr  mining  and  smelting 

Cbtton  goods 

Pomiiure 

Glass 


Gloves 

Iron  and  steeL.. 
Iron-ore  mining. 

Leather 

OU  refining 

Shoes. 


Silk  goods 

SlaaghteiiQg  and  meat  packing. 

Sugar  refining 

Woolen  and  worsted  goods 

I>iv«nifled  manufactures 


Number 

reporting 

complete 

data. 


683 
164 

1,135 

1,011 

3.92S 
263 
718 

2,037 
446 
794 
336 

4,550 
295 
805 
889 

1,162 
366 

1,447 
393 
767 

5,720 


Per  cent  workinif— 


Total '      27,909 


12 

{ 9  months 

6  months 

3  months 

months. 

or  over. 

or  over. 
94.1 

or  over. 

42.0 

1 

,         83.0 

96.0 

73.2 

'         90.9 

97.0 

99.4 

37.8 

73.7 

95.4 

98.9 

9.0 

76.1 

96.4 

99.3 

16.8 

46.9 

88.1 

99.0 

63.5 

92.8 

97.3 

99.2 

93.5 

98.7 

99.9 

99.9 

42.9 

79.1 

92.3 

97.9 

54.5 

88.8 

98,0 

99.3 

53.8 

77.7 

90.8 

99.0 

80.4 

92.6 

98.8 

100.0 

20.0 

44.1 

75.0 

94.2 

60.3 

83.7 

95. 6 

99.3 

38.6 

65.2 

S7.1 

06.6 

62.7 

79.6 

97.3 

99.4 

29.9 

04.1 

90.9 

98.3 

38.3 

61.7 

91.3 

98.1 

54.7 

<«.l 

%.8 

99.4 

61.1 

82.4 

9(i.2 

99.2 

37.3 

07.0 

S9.8 

97.7 

41.4 

76.4 

W.5 

98.9 

37.1 

67.6 

90.5 

98.0 
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[Chapter  IV. — Workine  conditions — Regularity  of  employment — The  immigrant  and  organ- 

ieed  labor.     (Text  tables  62  to  67  and  general  table  19).] 

REGULABITY    OF    EMFLOTMBNT. 

The  table  next  presented  shows  the  months  worked  during  the  past  year  by 
males  of  the  households  studied  who  were  employed  away  from  home  and  who 
were  10  years  of  age  or  over.  The  exhibit  is  by  general  natirity  and  race  of 
individual. 

Table  62. — Months  worked  during  the  past  year  by  males  16  years  of  age  or 
over  employed  atcay  from  home,  by  general  nativity  a^d  race  of  individual — 
Study  of  households. 

m 

I  ThlB  table  includea  only  races  with  20  or  more  males  reporting.    The  totals,  however,  are 

for  all  races.] 


Number 

reporting 

complete 

data. 

Per  cent  working— 

Qenera)  nativity  and  race  of  indlTldnal. 

13 
montha. 

9  months 
or  over. 

6  months 
or  over. 

8  months 
or  over. 

Native  bom  of  native  father: 

White 

171 
147 

30 
49 
94 
20 

» 

640 

398 

» 

66 

100 

146 

78 

81 

699 

90 

480 

639 

109 

87 

49 

183 

373 

60 

84.6 
40.0 

36.7 
14.3 
39.8 
90.0 

10.0 

6.7 

38.9 

30.8 

29.1 

10.3 

17.8 

36.9 

*       29.6 

16.7 

6.7 

17.1 

19.6 

30.6 

36.6 

36.5 

6.6 

23.3 

32.0 

00.3 
87.8 

60.0 
38.8 

6ao 

86.0 

36.0 
23.4 
47.3 
63.8 
67.3 
43.1 
41.1 
66.1 
56.6 
60.8 
84.4 
36.3 
38.8 
36.3 
64.0 
<B.3 
17.0 
66.4 
68.0 

83.6 
95.3 

90.0 
71.4 
73.4 
80.O 

66.0 
73.2 
71.1 
80.8 
94.5 
77.6 
70.6 
80.8 
90.1 
85.0 
61.1 
61.3 
73.2 
08.7 
81.6 
85.7 
54.9 
80.8 
86.0 

97.1 

Negro 

93.3 

NativeDom  of  foreign  father,  by  race  of  tether: 

ISnjIlfh 

100.0 

Oerman 

03.9 

Irish 

91.6 

Blorak 

96.0 

Foreign  bom: 

B<Aemlan  and  Moravian 

90.0 

RnTgfuian 

94.3 

l>0«iUim , 

89.7 

Fnfliffh 

96.3 

Fmncb 

loao 

Oeman 

91.8 

Greek 

99.3 

Irish 

96.3 

Italian.  North 

98.8 

1t«Iftip,  South 

96.3 

Macedonian 

94.4 

Manrar 

91.7 

Polish 

Oil 

86.3 

Rathenian 

94.3 

Scotch 

Servian : 

Slovalr 

Slovenian 

100.0 
84.6 
90.3 

lOOiO 

Grand  total 

4,660 

20.0 

44.1 

75.0 

94.3 

Total  native  bom  of  foreign  father 

351 

600 

3,961 

25.1 
34.1 
l&O 

60.3 
62.9 
41.4 

78.5 
84.4 
73.7 

96.6 

Total  native  bom. ^. . . 

97.0 

Total  foreign  bom ! 

91.8 

The  foregoing  table  shows  4,560  persons  reporting  complete  data.  A  lar8E> 
]»roportion  of  this  number  report  as  having  worked  three  months  or  over,  while 
only  20  per  cent  report  as  having  worked  12  months. 

Mr.  Fitch.  The  first  table  which  I  quoted  was  one  which  I  made 
up  myself  from  the  abstract  here,  which  I  think  is  clear.  In  volume 
19 — 1  have  only  the  galley  proof  here,  but  I  am  told  that  this  is 
volume  19,  chapter  4 

Mr.  Reed.  Of  what? 

Mr.  Fitch.  Of  the  Immigration  Commission's  report;  there  are 
tables  comparing  different  industries  as  to  regularity  of  employment 
I  find  in  this  table  are  included  the  manufacture  of  agricultural 
implements  and  vehicles,  cigars  and  tobacco,  clothing,  coal  mining — 
anthracite  coal  mining — bituminous,  collars  and  cuffs,  copper  mining 
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and  smelting,  cotton  goods,  furniture,  glass,  gloves,  iron  and  steel, 
iron-ore  mining,  leather,  oil  refining,  shoes,  sim  goods,  slaughtering 
and  meat  packmg,  sugar  refining,  woolen  and  worsted  goods,  and 
diversified  manufactures — I  do  not  know  to  what  that  refers. 

Mr.  Young.  Right  there,  Mr.  Fitch,  do  you  know  whether  this 
commission  made  any  investigation  as  to  whether  the  men  in  those 
employments — who  worked  only  a  portion  of  the  year — ^were  em- 
ployea  in  some  other  industry  during  the  whole  or  part  of  the  re- 
maining time? 

Mr.  FrrcK.  I  do  not  know  whether  they  made  any  such  investiga- 
tion or  not. 

Mr.  Young.  What  made  me  ask  that  question  is  that  you  spoke  of 
iron  mining  on  the  Mesabi  Range,  and  there  is  very  little  work  done 
there  in  the  winter,  but  most  of  those  men  drift  into  the  lumber 
camps,  or  something  of  that  kind,  and  then  come  back  in  the  spring 
to  the  iron  mining,  and  are,  therefore,  pretty  regularly  employed. 

I  speak  of  that  one  industry,  about  whidi  I  happen  to  know.  I 
was  anxious  to  know  if  there  was  anything  to  show  that  fact  in 
renrd  to  the  other  industries  to  which  you  have  referred. 

Mr.  FrroH.  I  do  not  know.  It  w^s  suggested  yesterday  that  Mr. 
Husband,  secretary  of  this  commission,  oe  called  to  answer  these 
questions  that  arise. 

I  am  told  by  Mr.  Husband  that  Mr.  W.  J.  Lauck  is  the  man  who 
conducted  the  field  investigation  and  knows  more  about  these  par- 
ticular things  than  does  Mr.  Husband.  I  earnestly  recommend  that 
you  ask  him  for  these  things. 

I  find  in  this  table  that  W>  per  cent  of  all  the  employees  who  are 
engaged  in  the  iron-ore  mining  worked  12  months,  while  only  20 
per  cent  of  the  employees  in  iron  and  steel  manufacture  worked  12 
months.  And  of  all  of  the  industries  covered,  the  percentage  of  em- 
ployees working  12  months  is  lower  in  the  iron  and  steel  industry 
than  in  any  other,  with  the  exception  of  anthracite  and  bituminous 
coal  mining. 

The  Chairman.  You  were  speaking  yesterday,  Mr.  Fitch,  of  the 
sentiment  in  favor  of  the  organization  or  the  steel  workers  at  certain 
points.  What  is  the  sentiment  or  the  attitude  of  the  men,  skilled 
and  unskilled,  engaged  in  the  steel  industry  as  to  the  propriety  or 
advisability  of  working  as  organizations — ^making  their  bargains  col- 
lectively or  working  as  individuals? 

Mr.  FiTCH.  The  mformation  that  I  have  on  that  comes  from  the 
bkilled  men  or  the  semislrilled  men  exclusively — or,  rather,  the  Eng- 
lish-speaking men,  because  it  is  very  unsatisfactory  for  one  who  does 
not  speak  their  languages  to  attempt  to  get  information  from  the 
Slavic  immigrants. 

Of  the  English-speaking  men,  practically  all  with  whom  I  have 
talked  believe  that  tneir  only  sure  defense  against  injustice  is  organ- 
ization. I  do  not  know  whether  the  immigrants  have  the  same  feel- 
ing or  not  Where  the  immigrants  have  finally  been  moved  to  organ- 
ize, for  one  cause  or  another,  they  have  been  more  tenacious  in  their 
hold  upon  their  right  to  organize  even  than  the  Americans,  as  was 
evidenced  in  the  strike  at  the  Pressed  Steel  Car  Co.'s  plant  at  Mc- 
Kees  Rocks  a  couple  of  years  ago — a  very  bitterly  contested  strike — 
and  the  employees  there  were  principally  of  this  class  of  foreigners. 
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I  should  like  to  say  a  word,  if  you  do  not  mind,  Mr.  Chairman,  in 
general,  in  regard  to  what  I  conceive  the  situation  to  be  in  the  steel 
industry  with  respect  to  labor  organizations. 

The  Chairman.  Certainly. 

Mr.  Fitch.  I  am  not  here  holding  any  brief  for  a  labor  organiza- 
tion. I  have  no  connection  either  with  corporations  or  with  labor 
organizations.  I  can  conceive  of  a  situation  where  a  labor  organiza- 
tion would  be  a  very  dangerous  thing,  where  it  would  have  to  be  re- 
sisted by  the  public  in  oraer  that  the  public  mav  have  its  own  ri^iits. 
just  as  occasionally  a  corporate  organization  has  to  be  resisted  by 
the  public.  The  reason  tor  that  is  that,  as  I  think  I  pointed  out 
yesterday,  each  side,  each  class,  is  working  for  exactly  the  same 
thing,  namely,  all  the  money  that  they  can  make  out  of  industry. 
It  is  not  a  vicious  thing  on  either  side.  It  sometimes  seems  to  bi' 
considered  a  more  wicked  thing  for  employees  to  attempt  to  form 
organizations  and  ask  for  high  wages  than  it  is  considered  for  a 
group  of  capitalists  to  get  together  to  form  an  organization. 

Mr.  Young.  I  do  not  think  you  will  find  anybody  on  this  com- 
mittee that  holds  any  such  idea  as  that,  Mr.  Fitch. 

Mr.  FrrcH.  I  am  glad  to  Imow  that,  Mr.  Young. 

Mr.  Reed.  There  seems  to  be  a  strong  sentiment  against  any  such 
action  on  the  part  of  employers,  Mr.  Fitch,  especiauly  in  the  steel 
industry. 

Mr.  Fitch.  I  had  not  heard  any  such  sentiment  as  that. 

Mr.  Bartlett.  I  have  no  objection  to  a  union  of  employers  k  ) 
long  as  they  do  not  violate  the  law  or  combine  for  purposes  which 
will  injuriously  aflfect  the  public,  so  far  as  I  am  concerned. 

Mr.  Fitch.  And  that  is  the  position  I  would  like  to  take  in  reganl 
to  both  organizations. 

We  have  in  the  steel  industry  great  organizations  of  capital — a 
good  many  different  organizations — not  only  the  United  States  Steel 
Corporation,  but  a  good  many  other  very  strong  capitalistic  organ- 
izations. 

We  have  no  machinery  of  law  to  protect  the  workmen  nor  to  require 
of  ihe  employers  in  these  various  concerns  that  they  shall  pay  the 
workmen  a  fair  wage,  and  that  they  give  them  a  fair  working  day; 
that  they  do  not  require  too  great  .a  task.  The  only  defense  which 
the  employee  has  against  such  exactions,  and  against  a  wage  that 
will  make  it  impossible  for  him  to  live  according  to  American  stand- 
ards, is  his  own  power  to  bargain. 

If  he  must  bargain  as  an  individual,  his  power  is  practically  nil.  I 
might  just  as  well  bargain  for  the  purchase  of  the  New  York  Central 
Railroad.  I  could  talk  about  it  witn  somebody,  but  I  could  not  buy  it. 
So  the  employees  can  talk  to  a  representative  of  the  United  State<% 
Steel  Corporation  about  his  wages,  but  as  an  individual  he  has  abso- 
lutely no  bargaining  power. 

Under  the  conditions  that  prevail  in  this  country  there  is  no  power 
to  require  the  United  States  Steel  Corporation  to  be  fair  to  its  em- 
ployees other  than  the  willingness  of  the  corporation  to  be  fair,  or  the 
power  of  the  workmen  to  combine  and  tie  up  the  industry  torough 
strikes,  if  the  employers  do  not  accede  to  their  requests. 

To  my  mind  that  is  a  very  unfortunate  state  of  affairs;  a  very  un- 
fortunate state  of  affairs,  even  if  the  men  were  highly  organized,  s<i 
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that  they  could  make  demands.  I  think,  however,  that  that  would  be 
better  than  to  leave  justice  to  the  will  of  the  employers  when,  as  I 
have  pointed  out  before,  the  employers  are  moved  all  the  time  by  a 
desire  for  high  dividends,  and  it  must  be  that  that  desire  for  high 
dividends  is  irreconcilably  opposed  to  the  desire  of  the  employee  K>r 
hi^  wa^. 

Even  if  you  have  a  strong  organization  of  labor,  however,  and  a 
strong  organization  of  capi&l,  and  there  is  peace,  so  called,  in  the 
industry,  it  is  nothing  but  an  armed  truce;  because  neither  side  will 
want  to  make  any  very  great  aggression  for  fear  that  the  other  side 
will  injure  them. 

That  is  a  situation  that  we  abandoned  as  regards  conflicts  between 
individuals  a  great  many  years  ago—trial  by  battle.  Why  can  we  not 
fix,  as  a  public,  certain  minimum  standards  of  employment,  require 
certain  minimum  standards  and  conditions  of  decency,  and.  then,  if 
there  be  a  dispute  with  the  public,  having  seen  to  it  that  conaitions  in 
the  first  place  approximate  justice,  we  will  have  a  right  to  have  some- 
thing to  say  about  that  dispute  ? 

The  Chairman.*  You  are  in  favor  of  some  board  of  arbitration,  I 
suppose? 

Mr.  Fitch.  I  am  especially  in  favor,  Mr.  Chairman,  of  the  kind  of 
a  board  of  arbitration  which  investigates  and  makes  its  findings  pub- 
lic I  think  the  Canadian  industrial  disputes  act  has  done  more  good 
in  Canada  than  any  board  of  actual  arbitration  we  have  ever  had  in 
this  country,  because  it  investigates  disputes  and  makes  the  findings 

Cublic.    Public  opinon,  then,  has  a  chance  to  operate,  and  if  anybody 
as  seriously  violated  the  rights  of  another,  the  general  public  is 
going  to  judge  pretty  rightly  with  regard  to  that. 

Mr.  Young.  This  commission  of  which  you  speak,  of  Canada,  has 
no  power  to  enforce  its  decisions  except  througn  the  force  of  public 
opinion,  has  it? 

Mr.  Fitch.  None  whatever;  and,  as  a  matter  of  fact,  the  force  of 
public  opinion  has  operated  so  strongly  in  Canada  that  many  dis- 

Kutes  have  been  settled  simply  because  the  facts  have  been  placed 
Bfore  the  public. 

In  New  York  State  there  was,  two  years  ago,  an  instance  of  the 
same  thing.  New  York  really  has  a  law  which  practically  gives 
them  the  same  power  that  the  Canadian  industrial  disputes  act  gives 
them  in  Canada,  but  it  has  been  very  seldom  called  into  operation. 
Two  years  ago  there  was  a  strike  in  the  paper  industry  which  tied 
up  the  paper-making  plants  largely  throu^  New  York  and  New 
Kngland,  and  an  investigation  was  set  on  foot  by  the  New  York 
State  Bureau  of  Arbitration  with  the  intention  of  making  its  find- 
ings public.  They  held  about  three  public  hearings,  and  then  it  be- 
came possible  for  the  two  sides  to  get  together  and  settle  their  dif- 
ferences. It  had  been  absolutely  impossible  before  that.  The  strike 
was  brought  to  an  end  and  inconvenience  to  the  public  was  avoided, 
and  peace  came  to  that  industry  where,  if  the  facts  had  not  been  laia 
before  the  public,  the  strike  might  have  continued  indefinitely. 

The  Chairman.  I  should  like  to  ask  you  about  another  matter. 
I  do  not  mean  to  be  understood  as  having  in  my  own  mind  any  defi- 
nite plan  in  the  matter,  but  I  see  you  have  made  a  careful  investiga- 
tion of  this  question.    What  do  you  think  about  the  proposition, 
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not  SO  much  as  to  the  restriction  of  immigration  as  the  selection  in 
immigration,  a  policy  which  would  not  only  investigate  the  physical 
condition  oi  the  immigrant,  but  his  nationality,  his  capaci^  for 
labor,  his  intelligence,  nis  skill  in  the  particular  character  of  em- 
ployment, the  object  of  his  coming,  and  his  destination  ? 

Mr.  Fitch.  I  have  not  any  well  worked  out  theory,  Mr.  Chairman, 
as  to  how  immigration  should  be  restricted.  I  feel  it  ought  to  be 
restricted  in  or&r  to  give  America — ^the  United  States — ^a  chance 
to  adjust  itself  from  time  to  time. 

The  Chairman.  This  thing  seems  strange  to  me:  Here  on  the 
Mesabi  Range,  away  up  at  uie  western  point  of  the  Great  Lakes, 
100  miles  back  from  the  nearest  town  of  anv  size,  in  a  bleak  climate, 

1  find  from  the  Bulletin  of  the  Bureau  of  Labor  No.  84,  September, 
1899,  a  reference  to  the  vast  numbers  of  immigrants  from  southern 
Europe — Croatians,  Bulgarians,  Bosnians,  Dalmatians,  Hungarians, 
Koreans,  Macedonians,  Magyars,  Montenegrins,  Roumanians,  Slavs, 
Slovaks,  and  what  not,  in  great  numbers,  the  great  majority  remain- 
ing in  this  country  but  for  a  brief  period.  For  instance,  out  of  about 
1,200  or  1,500  Croatians  only  59  remained  in  this  country  over  10 
years,  and  the  same  is  true  of  Bulgarians;  some  several  hundred  of 
them  came  over  here,  and  only  one  remained  over  10  vears.  Of  the 
Slavs  vast  numbers  came  over  and  only  a  few  remained. 

I  note  this  statement: 

Of  the  12,118  employees— 

This  is  of  the  Oliver  Iron  Mining  Co.  alone — 

of  this  company,  in  1907,  only  1,879  were  native  born,  those  of  foreign  birth 
being  84.4  per  cent  of  the  total  number  employed.  Almost  half  of  the  foreif^u 
bora,  49.3  per  cent,  had  not  resided  in  the  T-nlted  States  over  two  years. 

And  the  vast  majority  of  them  returned. 

I  find  that  263  Finnish  immigrants  remained  one  year;  216  i-e- 
muined  over  10  years. 
Of  the  English,  there  were  only  9  that  left  at  the  end  of  one  year ; 

2  that  left  at  the  end  of  6  years;  only  2  that  left  at  the  end  of  7  years, 
and  114  that  remained  over  10  years. 

Mr.  Young.  When  you  say  "  remained,"  you  mean  that  remained 
in  this  country  ? 

The  Chairman.  Yes. 

There  seems  to  be  a  vast  influx  into  that  I'egion,  and  these  new 
immigrants,  Slavs,  Bohemians,  Montenegrins,  that  come  and  remain 
but  for  a  brief  period  and  return;  how  do  you  account  for  it,  Mr. 
Fitch? 

Mr.  Fitch.  I  think  they  are  trying  to  better  their  condition  in 
Europe  bv  availing  themselves,  for  a  brief  time,  of  a  wage  which  is 
much  higher  than  they  can  secure  there,  and  of  which  they  can  save 
a  considerable  proportion  by  living  in  the  manner  that  1  have  de- 
scribed. I  do  not  know  how  they  live  on  the  Missabe  Range,  but  the 
same  thing  is  taking  place  in  the  iron  and  steel  manufacturing  cen- 
ters. These  foreigners  are  comine"  over  and  trying  to  save  a  lot  of 
money  and  trying  to  spend  as  little  as  possible  while  thev  are  here, 
and  many  of  them  with  the  intention  of  going  back  after  a  [few 
years. 

The  Chairman.  Have  you  any  idea  how  they  are  secured  i  These 
are  ignorant  men.    They  can  hardly  read  and  write  their  own  Ian- 
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guage,  a  ereat  many  of  them ;  they  are  young ;  there  is  a  law  against 
contract  labor;  how  is  it  that  this  vast  army,  12,000  strong,  sweeps 
in  and  out  of  our  country,  practically  without  restraint?  Do  they 
come  of  their  own  will?  Is  there  no  influence  inducing  them  to 
come  and  bringing  them  here,  either  by  contract  or  promise  of  em- 
ployment, before  they  leave  their  own  country?  Have  you  investi- 
gated that? 

Mr.  FiTOH.  I  have  not  investigated  it,  Mr.  Chairman.  I  have 
made  some  inquiry  of  the  Immigration  Commission,  from  which  I 
have  quoted,  and  they  investigated  that  to  a  considerable  extent 
My  impression  is,  although  I  can  not  cite  the  page  or  volume,  that 
they  came  to  the  country — ^that  the  vast  majority  of  these  foreign 
workmen  came — because  some  one  of  their  village  has  gone  &- 
fore,  and  word  goes  back  of  a  man  getting  $2  a  day,  which  is  afflu- 
ence, and  the  little  farmers  and  farm  laborers  want  to  follow  and 
participate  in  these  riches  that  can  be  picked  up  so  easily. 

Then,  I  have  no  doubt  the  steamship  companies  have  a  great  deal 
to  do  with  large  numbers  of  them  coining,  tnrouffh  advertising,  and 
one  way  and  another,  but  I  have  not  yet  heard  anyone  who  has 
made  an  investigation  of  the  (question  express  an  opinion  that  thciy 
know  of  very  much  violation  in  the  contract-labor  law  in  bringing 
these  men  to  this  country. 

Mr.  Babtlett.  Have  you  anything  which  would  lead  you  to  con- 
clude that  the  steel  manufacturers,  or  the  steel  corporations,  seek 
this  kind  of  labor  and  induce  it  to  come — I  do  not  mean  that  they 
make  contracts,  but  whether  they  hold  out  any  inducements,  and 
whether  they  would  like  to  have  or  prefer  this  kmd  of  labor? 

Mr.  Fitch.  I  think  they  are  glad  to  have  it.  I  do  not  believe, 
however,  that  the  Steel  Corporation  or  any  other  steel  company  has 
to  encourage  these  men  to  come.  I  think  they  are  coming  without 
any  encouragement  of  that  sort  in  the  manner  that  I  descril^. 

These  letters  going  back  to  the  old  countries  and  these  remittances 
going  back  from  time  to  time  have  a  wonderful  influence. 

I  have  reason  to  believe  that  this  class  of  labor  is  desired  by  the 
Steel  Corporation  for  a  number  of  reasons. 

Mr.  Babtlett.  Just  there.  Do  they  make  any  earnest  effort  to 
secure  American  labor  in  preference  to  this  kind  of  labor?  Do  you 
know  anything  about  that  f 

Mr.  FrroH.  I  could  not  find  when  I  Was  in  the  Pittsburgh  district 
that  they  did.  I  was  rather  puzzled  by  the  fact  that  the  foremen  in 
the  steel  mills  always  expressed  the  opinion  to  me  that  they  would 
prefer  American  labor — ^the  foremen  who  hired  their  own  labor. 
They  always  stated  that  as  their  own  opinion,  and  vet  I  never  could  . 
find  that  tney  make  any  effort  to  secure  American  labor.  The  state- 
ment was  frequently  made  that  it  could  not  be  secured  even  if  they 
did  try.  Probably  there  is  a  good  deal  in  that.  Yet  it  seemed  to 
me  that  greater  efforts  could  have  been  made. 

Mr.  Babtlett.  I  noticed  in  this  book  of  yours  that  vou  have  pub- 
lished here  an  advertisement  from  a  newspaper^  the  Pittsburgh 
Gazette,  on  July  15, 1909.  during  the  strike  at  the  tin  mills,  in  which 
it  was  published  that  "  Syrians,  Poles,  and  Koumanians "  were 
preferrea. 

Did  you  know  anything  about  that?    Did  you  see  that? 
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Mr.  Fitch.  I  saw  that  ad  in  a  Pittsburgh  paper,  and  it  struck  me 
as  so  significant  that  it  ought  to  be  preserved.  That  was  why  I  did 
it.  I  do  not  know  of  the  connection  between  any  steel  company  and 
the  labor  agency  that  seems  to  be  responsible  for  that  ad.  However^ 
there  was  a  strike  at  that  time  in  the  sheet  and  tin  mills  of  the  United 
States  Steel  Corporation,  and  the  ad  called  for  men  to  work  in  open 
sheet  and  tin  mills,  which  also  struck  me  as  rather  significant 

Mr.  Eeed.  If  the  Chairman  will  pardon  me,  I  would  like  to  ask 
this:  Did  you  construe  that  advertisement  to  mean  that  these  three 
nationalities  were  preferred  to  Americans,  or  that  they  were  preferred 
to  other  classes  of  foreigners? 

Mr.  Fitch.  I  took  it  for  just  what  it  was  worth.  It  says  those 
three  nationalities  preferred.  There  was  nothing  said  about  their 
being  preferred  to  any  other  nationality. 

Mr.  Babtlett.  Has  the  employment  of  this  influx  of  foreign  labor- 
ers had  the  tendency  to  drive  out  the  American  labor  and  make 
them  seek  employment  elsewhere,  in  other  fields? 

Mr.  Fitch.  I  do  not  think  that  can  be  shown.  There  have  been 
waves  of  immigration  to  this  country,  and  native-bom  Americans  a 
long  time  ago  stopped  doing  common  laborers'  work.  Fifteen  years 
ago  the  Irish  were  laying  the  railroads  and  digging  the  ditches,  and 
so  on.  The  Irish  are  ^  very  aggressive  and  energetic  group  of  men, 
and  they  have  worked  up  to  better  jobs,  as  a  rule.  In  the  olast  fur- 
naces,  for  example,  20  years  ago  the  blast  furnaces  were  manned  by 
the  Irish.  I  talked  with  a  number  of  Irish  foremen,  who  still  linger 
on  at  the  blast  furnaces,  and  they  told  me  that  their  friends  who 
liad  formerly  worked  with  them  in  the  industry  had  been  able  to  get 
better  work  to  do.  As  one  of  the  foremen  put  it  to  me,  the  Irish 
do  not  have  to  work  12  hours  a  day  and  7  days  e  week  and  they  will 
not  do  it. 

Mr.  Bartlett.  Is  that  one  of  the  causes  which  has  made  tlie  Irish 
nnd  the  Americans  give  up  this  work — ^the  12-hour  day  and  the  Sun- 
day work?     Is  that  one  oi  the  reasons? 

Mr.  Fitch.  I  think  undoubtedly  that  is  one  of  the  reasons  for 
I  heir  leaving. 

Mr.  Bartlett.  The  foreigner  does  not  object  to  12  hours  nor  to 
the  Sunday  work  if  he  gets  pay  for  it? 

Mr.  Fitch.  The  foreigners  perhaps  even  prefer  that,  because,  as 
has  been  pointed  out  in  rtany  instances,  they  are  here  to  get  a 
*•  stake,"  as  they  put  it;  and  they  want  to  get  it  just  as  quicldy  as 
they  can:  just  as  the  miner  who  goes  to  Alaska  for  gold  will  sufejecl 
himself  to  almost  any  hardship  tor  a  brief  period  of  time  to  get  his 
pile  quick  and  come  back  to  civilization.  So  the  foreigner,  who 
realh''  has  very  much  more  respect  for  himself  than  the  casual  ob- 
server would  think  from  the  way  in  which  he  lives,  is  a  pioneer  in 
the  same  sense  that  the  miner  in  Alaska  is. 

Mr.  Bartlett.  He  is  a  sort  of  migratory  immigrant,  is  he? 

Mr.  Fitch.  Yes. 

Mr.  Bartlett.  With  no  intention  of  becoming  a  permanent  resi- 
dent or  citizen  ? 

Mr.  Fitch.  After  being  here  a  few  years  many  of  them  change 
their  minds  and  decide  that  they  do  want  to  become  pennanent  resi- 
dents and  citizens  of  this  country. 
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The  Chaibscan.  What  races  are  those  that  abide  with  us  and  what 
races  do  not  ? 

Mr.  Fitch.  I  do  not  think  I  could  give  any  information  on  that 
at  all.  I  think  the  Immigration  Commission  report  will  give  a  great 
deal  on  that,  however. 

Mr.  Beed.  Do  not  a  great  many  of  them  go  back  to  their  native 
country  and  return  a^am  to  America? 

Mr.  Fitch.  Yes.  I  was  just  going  to  point  that  out.  A  great 
many  who  come  for  the  purpose  of  getting  a  "  stake  "  and  going 
back,  after  haying  lived  in  Europe  agam  for  a  little  while,  find  that 
it  is  not  as  satisfactory  to  them  as  they  thought  it  would  be,  and  they 
come  back  here  again. 

Mr.  Babtlett.  JPerhaps  the  "  stake  "  gives  out- 
Mr.  FrrcH.  Perhaps.    A  great  many  of  them  come  back,  then, 
with  the  intention  of  becoming  permanent  residents  and  possibly 
citizens. 

Mr.  Bartlett.'  Do  jou  think  a  requirement  as  to  education  would 
lessen  the  tide  of  immigration  ? 

Mr.  Fitch.  Yes ;  it  would  have  that  eflfect,  I  think. 

Mr.  Bartlett.  What  extent  of  education  would  you  think  would 
be  required  to  lessen  it  perceptibly  ? 

Mr.  Fitch.  As  I  say,  I  have  not  worked  out  any  theory  on  that. 
I  would  rather  not  go  into  that  very  far.  I  think,  however,  that  you 
would  not  have  to  make  your  requirement  very  high  in  order  to  ex- 
clude a  great  many  of  them.    I  will  say  that. 

Mr.  ffABTLETT.  'kave  you  any  information  at  hand,  from  any  in- 
vestigation  you  have  made  in  Pittsburgh,  as  to  how  many  of  those 
foreigners  who  were  there  were  illiterate  ? 

Mr.  FrrcH.  No,  sir;  I  have  no  information  as  to  that  at  all.  I 
have  some  information  as  to  the  number  of  them  that  speak  English, 
which,  I  think,  I  gave  you  yesterday. 

Mr.  Bartlett.  Yes.  You  have  no  statistics  to  show  what  portion 
of  them  are  illiterate  ? 

Mr.  FrrcH.  No,  sir. 

The  Chairman.  Do  men  of  family,  men  with  children,  men  who 
have  the  desire  or  disposition  to  spend  one  day  in  the  week,  or  a  part 
of  it.  in  their  spiritual  betterment,  either  for  themselves  or  for  tneir 
children,  have  anj  inducement  with  so  little  a  wage  as  17^  cents  an 
hour  to  continue  m  this  seven-day  employment  ? 

Mr.  Fitch.  Mr.  Chairman,  a  great  majority  of  these  men  are  very 
religious  men.  I  do  not  know,  out  I  judge  a  very  high  proportion 
of  tnem  are  communicants  in  various  churches,  largely  Greek  and 
R<xnan  Catholic.  These  men  do  attend  church  services,  undergoing 
frequently  great  hardship  to  do  it, -getting  up  very  early  Sunday 
morning  ana  attending  early  mass  and  after  that  going  to  their  12- 
hour  labor,  and  sometimes  to  their  24  hours'  continuous  labor,  after 
attending  earljr  mass.  That  is  a  factor  which  I  think  we  need  to  take 
into  consideration.  Are  we,  by  a  seven  days'  schedule,  by  an  industir 
which  operates  on  the  Sabbath,  to  eliminate  that  religious  element, 
which  is  a  very  important  element  among  the  immigrants  who  are 
coming  to  America! 

I  was  very  much  impressed  last  winter  in  meeting  a  very  high- 
grade  SlovaK,  who  has  lived  in  this  country  for  12  years,  who  had  a 
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very  neat  and  well-kept  home,  and  who  was  a  self-respecting,  intelli- 
gent appearing  man,  who  told  me  that,  after  12  years  here,  he  was 
preparing  to  go  back  to  his  native  country,  not  because  he  was  not 
able  to  make  a  living  in  this  country,  not  because  he  had  intended  to 

50  back  when  he  came,  but  because  he  was  determined  that  his  chil- 
ren  would  not  have  to  work  seven  days  a  week  and  should  have  an 
opportunity  to  worship  God. 

The  Chairman.  Where  do  the  children  of  these  men  live?  What 
becomes  of  them  where  they  are  in  densely  crowded  places  and 
where  the  head  of  the  family  works  12  hours  a  day?  Who  looks 
after  them  ?  Did  you  make  any  investigation  into  that  condition  of 
affairs? 

Mr.  Fitch.  Not  particularly.  Where  there  are  children  in  these 
congested  districts,  they  are  living  also  in  these  houses  where  board- 
ers are  occupying  the  rooms  in  the  manner  I  have  described.  They 
necessarily  play  m  the  streets  and  looked  after  very  little,^  I  should 
imagine. 

I  want  to  say,  however,  that  a  very  hopeful  element  in  the  situation 
lies  ri^ht  there — ^that  those  children  attending  American  schools  and 
becoming  acquainted  with  American  standards,  are  very  much  su- 
perior to  their  parents,  and  as  to  intelligence  generally  compare  very 
lavorably  with  American-born  children.  They  have  higher  stana- 
ards  than  their  parents  and  never  will  be  willing  to  live  in  the  way 
their  parents  live. 

The  Chairman.  These  people  do  not  speak  the  same  language  as 
the  foremen  and  there  are  30  or  40  per  cent  of  them  who  do  not  speak 
the  English  language  at  all.    How  do  they  get  them  to  work? 

Mr.  FrrcH.  There  is  rather  an  elaborate  sign  language  that  th« 
foremen  use.  However,  the  tendency  is,  I  think,  to  get  as  foremam 
of  a  labor  gang  an  immigrant  who  can  speak  English  or  to  have  ont 
next  to  the  foreman  through  whom  he  can  communicate  orders  H 
the  rest  of  the  gan^. 

The^CHAiRMAN.  What  is  he  called? 

Mr.  FiTCH.  The  foreman  of  the  labor  gang  is  called  in  the  Pitts- 
burgh district  the  pusher. 

The  Chairman.  Who  does  he  push  ? 

Mr.  FrrcH.  He  pushes  the  gang. 

The  Chairman.  Explain  how  that  is. 

Mr,  FrrcH.  It  is  done  in  various  ways,  through  motions  and  pro- 
fanity. 

Mr.  Heed.  Rolling-mill  English? 

Mr.  Fitch.  Yes.  The  effort  is  made  to  induce  the  gang  to  get  a 
move  on. 

The  Chairman.  Do  you  know  whether  this  condition  prevails  in 
other  countries?  Do  you  know  whether  this  condition  or  system  of 
espionage  to  discover  incipient  conspiracies  for  the  purpose  of  form- 
ing labor  organizations,  and  this  12  hours  a  day  and  7  days  in  the 
week  regime,  prevaile  in  Great  Britain,  for  instance? 

Mr.  FncH.  I  do  not  know  anything  about  it  as  to  a  system  of 
espionage  there.  Labor  organizations  are  much  stronger  in  the 
iron  and  steel  industry — I  had  better  say  thev  exist  in  the  iron  an<l 
steel  industry.  They  do  not  exist  here.  Tney  have  been  able  to 
secure  an  eight-hour  day  in  a  number  of  mills  and  furnaces  in  Gre^i 
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Britain.  Three  or  iont  years  ago  a  considerable  proportion  of  the 
iron  and  steel  establishments  were  operated  on  that  basis.  If  any 
change  has  been  made  since  that  time,  I  think  the  proportion  has 
increased  of  the  eirfit-hour  establishments. 

The  Chairman.  Mr.  Dinkey,  before  some  committee  here,  advanced 
a  rather  surprising  theory  that  you  could  not  operate  eight-hour 
shifts  with  an  open-hearth  furnace.  Do  joxx  know  whether  that  is 
done  in  Great  Britain  or  not  and  whether  it  can  be  done? 

Mr.  FrrcH.  It  is  being  done  in  Great  Britain.  I  have  asked  super- 
intendents and  mill  engineers  in  this  country  whenever  I  havenad 
opportunity  whether  it  was  possible  to  operate  an  open-hearth  fur- 
nace on  eight-hour  shifts,  and  they  have  all  agreed  it  is. 

The  Chairman.  Have  you  ever  asked  the  high-class  skilled  men 
who  are  trained  in  the  business  and  who  are  thrown  in  contact  with 
these  day  laborers  to  explain  how  these  men  could  work  and  live  on 
the  wage  they  were  receiving  and  support  families,  if  they  have 
tiiem,  and  whether  they  would  care  to  become  American  citizens? 

Mr.  Fitch.  Yes. 

The  Chairman.  Have  you  ever  made  any  inquiry  of  the  steel 
people  themselves  ? 

Mr.  FrrcH.  I  usually  ask  the  foremen  and  superintendents,  and  I 
have  asked  managers  and  presidents  about  that,  and  they  all  sav  they 
do  not  know.  I  never  have  been  able  to  secure  any  omer  informa- 
tion. 

The  Chairman.  They  did  not  know  how  they  lived  on  what  they 
received? 

Mr.  Fitch.  They  could  not  understand  how- they  lived  on  what 
they  received. 

Mr.  Bartlett.  Have  you  ever  made  any  inquiry  in  the  direction  of 
what  part  labor  plavs  in  the  unit  of  a  ton  of  pig  iron? 

Mr.  Fitch.  No;  1  never  have.  I  never  have  investigated  the  ques- 
tion of  labor  cost. 

Mr.  Babtlett.  Not  particularly  cost,  but,  for  instance,  take  a  ton 
of  pig  iron  produced  and  selling  at  so  much,  what  particular  por- 
tion of  that  ton  of  pig  iron  would  labor  get  out  of  that  unit  ? 

Mr.  FrrcH.  No;  I  never  have  made  any  such  inquiry. 

Mr.^  Young.  You  have  not  investigated  the  commercial  and 
financial  side  of  this  question  at  all,  have  you? 

Mr.  FrrcH.  Not  at  all. 

Mr.  Young.  You  have  investigated  the  condition  of  the  men  ? 

Mr.  FrrcH.  Yes. 

The  Chairman.  Have  you  ever  investigated  labor  conditions  in 
the  Birmingham  district  ? 

Mr.  Fitch.  Somewhat. 

Mr.  Young.  Before  you  go  into  that,  Mr.  Chairman,  I  have  in  my 
hand  this  bulletin  of  the  Sureau  of  Labor,  No.  84,  for  September, 
1909,  to  which  the  chairman  referred  a  short  time  ago,  and  I  think 
the  chairman  misconstrued  these  figures  as  to  the  time  of  residence 
in  this  country.  I  understood  the  chairman  to  say  that  these  men 
came  and  stayed,  so  many  one  year  and  went  back,  and  so  many  two 
years  and  went  back,  and  ^o  forth. 

An  examination  of  the  table  would  seem  to  indicate  that  it  does 
not  mean  that  at  all,  but  that  it  means  the  number  of  years  the  men 
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had  lived  in  this  country  at  the  time  the  table  was  made,  and  has  no 
reference  to  what  became  of  them  afterwards,  whether  they  remained 
here  and  became  American  citizens  or  not. 

I  think  if  the  chairman  reads  that  over  again,  as  set  forth  on  pages 
344  and  345,  he  will  see  I  am  correct 

The  Chairman.  The  table  states  the  residence  in  this  country.  I 
presume  they  started  to  reside  in  this  country  and  went  home. 

Mr.  Young.  Oh,  no;  the  heading  of  this  table  is  this:  "Length  of 
residence  in  the  United  States  of  foreign-born  employees  of  the 
Oliver  Iron  Mining  Co.,  May  1, 1907,  by  race  or  people." 

I  take  it  that  means  verv  clearly  how  long  they  had  lived  here, 
when  they  made  up  that  table.  Some  had  lived  one  year,  and  from 
that  up  to  10  years  and  over. 

I  see  also  on  page  344  this  statement : 

Of  the  population  of  St.  Louia  County,  84  per  cent  reside  in  cities  or  vlUages, 
which  is  very  conclusive  as  to  the  predominance  of  the  iron-ore  industry. 

As  everybody  familiar  with  the  district  knows,  St  Louis  County, 
outside  of  Duluth,  is  practically  an  iron-ore  field.  That  is  all  there  is 
there. 

The  table  there  shows  that  St.  Louis  County  outside  of  Duluth 
contains  a  total  population  of  52,571,  of  whom  24,642  were  native 
born  and  27,921  foreign  born,  a  little  more  than  one-half. 

The  Chairman.  I  think  you  will  find,  Mr.  Young,  that  St.  Louis 
is  rapidly  becoming  more  than  a  mere  ore  field  and  wilderness. 

Mr.  Young.  Not  wilderness  at  all,  but  not  very  much  outside  of 
the  ore  field. 

The  Chairman.  Are  there  not  farmers  up  there? 

Mr.  Young.  Oh,  yes;  and  so  you  will  find  them  in  my  county. 

The  Chairman.  When  were  you  there  last  ? 

Mr.  Young.  I  was  there  last  about  two  years  ago. 

The  Chairman.  Since  that  strike,  when  those  peons  were  ex- 
patriated from  the  ore  field,  they  settled  all  around  there. 

Mr.  Young.  I  am  very  familiar  with  that,  and  they  are  the  verjr 
men  who  went  from  the  mines. 

The  Chairman.  Yes;  they  had  to  go. 

Mr.  Young.  But  there  is  a  population  of  nearly  one-half  native 
bom. 

The  Chairman.  With  your  permission,  and  to  save  further  dis- 
cussion, I  will  just  put  that  table  in  the  record  and  let  it  speak  for 
itself. 

Mr.  Young.  It  would  have  to  begin  with  the  article  on  population 
and  nationality. 

The  Chairman.  It  is  a  very  interesting  article,  and  with  the  per- 
mission of  the  committee  I  will  just  insert  that  article  in  the  record. 

Mr.  Young.  I  will  be  fflad  to  have  that  done.  This  also  takes  in 
some  of  the  Michigan  field,  although  it  is  under  the  head  of  "  Min- 
nesota iron  ranges."  T  would  like  to  have  that  inserted  in  the 
record,  too. 

The  Chairman.  That  portion  of  the  article  entitled  "The  Min- 
nesota iron  ranges,"  by  G.  O.  Virtue,  Ph.  D.,  headed  "  Population 
and  nationality,'^  beginning  on  page  343  of  the  bulletin  of  the  Bureau 
of  Labor  No.  84,  issued  September,  1909,  may  be  inserted  in  the 
record. 
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Tbe  matter  referred  to  is  as  follows : 

POPUI-ATION    AND    NATIONALITY. 

The  mines  have  attracted  a  population  remarkable  In  several  ways.  The 
increase  of  numbers  has  been  rapid.  The  following  table  shows  the  population 
of  the  chief  range  communities  in  1805, 1900,  and  1905 : 

Population  in  the  chief  mining  communities  of  8t.  Louis  County,  Minn.,  1895, 

1900,  and  1905, 
[From  the  Fifth  Deoennial  Census  of  Minnesota,  1905,  p.  42.] 


LocaUtiM. 


Aurora  village 

Biwabtk  town^p 

Biwabik  village 

Breituoff  (inclading  Soudan) 

Buhl  village 

fhWiolm  village 

Elydty 

E  veletn  city 

Fajal  township 

HiDbixig  village 

lIcKinlcy  village 

Mesabi  Moontain  towndiip 

Mountain  Iron  village 

Sparta  village 

Stunts  township 

Tower  city 

Vtofiniacity 

St.  Louis  County  (excluding  Duluth) . 


1800> 


1905 


Number. 


1, 
1, 


305 
Oil 
054 


2, 

1. 


200 
704 
222 
085 
136 
70S 
443 


1, 

3, 

19, 


68 
265 
047 
199 


500 
1,299 
2,034 


3,717 

2,752 

1,016 

2,481 

262 

1,296 

470 

950 

1,063 

1,366 

2.962 

29,963 


336 

541 

946 

1,344 

788 

4,231 

4,045 

5,332 

1,316 

6,566 

232 

940 

604 

900 

1,749 

1,340 

0,056 

62,671 


Percent 

of 
increase 
over  1895. 


48.2 

»6.4 

>31.2 


79.0 

597.9 

492.8 

605.2 

70.6 

32.8 

36.3 


2,472.1 

5.9 

66.1 

173.8 


s  Decrease. 


I  Figures  from  the  Twelfth  Census  of  the  United  States. 

Several  of  these  communities  show  an  enormous  increase  in  population  from 
1895  to  1905,  while  only  two  show  a  decline. 

Of  the  population  of  St.  Louis  CJounty,  84  per  cent  reside  in  cities  or  villages, 
which  is  very  conclusive  as  to  the  predominance  of  the  iron-ore  industry. 

The  leading  nationalities  were  Finnish,  Austrian,  Swedish,  Canadian,  and 
Norwegian,  in  the  order  named.  As  shown  by  the  State  census  of  1905,  the 
nationalities  represented  and  their  respective  numbers  in  the  chief  mining 
centers  were  as  follows-; 

Principal  foreign-bom  elements  of  the  population  in  the  chief  range  communities 

of  Minnesota,  1905. 

[Data  from  the  Fifth  Deoennial  Census  of  Minnesota,  1905,  p.  177.] 


Country  of  birth. 


Localities. 


Ger- 
many. 


VermiUOQ  Range: 

Breitung  (including  Soudan) 7 

Ely  city 22 

Tower  city 10 

Mesabi  Range: 

Aurora  village 8 

Biwabik  Township 2 

Biwabik  village 12 

Buhl  villapi 9 

Chisholm  village 21 

Bvelethcity 38 

Fayal  Township 14 

Hibbing  village 1 72 

McKlnley  villaee ,  1 

Mesabi  Mountam  Township 7 

Mcmntain  Iron  village 5 

Spartavillage 5 

Stunts  Township 12 

Virgiiiiacity 120 

St.  Louis  County  outside  Duluth .  770 


Swe- 

Nor- 

den. 

way. 

130 

21 

101 

29 

156 

67 

26 

7 

37 

20 

67 

26 

64 

23 

206 

03 

325 

77 

85 

22 

516 

314 

15 

21 

38 

2 

20 

17 

17 

8 

65 

47 

657 

296 

4,226 

1,896 

Den- 
mark. 


2 
5 
1 


1 
2 
2 


2 
6 
1 
9 


2 

7 

112 


Cana- 

Ire- 

Eng- 
land. 

Rus- 

da. 

land. 

sia. 

7 

3 

20 

55 

9 

104 

12 

85 

9 

23 

10 

16 

4 

12 

3 

18 

2 

16 

38 

8 

19 

6 

24 

1 

6 

7 

110 

19 

87 

47 

151 

39 

119 

65 

16 

10 

20 

8 

496 

78 

47 

1 

2 

6 

I 

20 

11 

37 

5 

34 

13 

14 

4 

42 

5 

9 

24 

148 

10 

3 

10 

387 

53 

71 

80 

2,433 

312 

763 

400 
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Principal  foreiffn-hom  elements  of  the  population  in  the  chief  range  communitieM 

of  Minnesota^  1905 — Continued. 


Country  of  biitli. 


Localltte. 


Po- 
land. 


Vermilion  Range: 

Breitung  (inclnding  Soudan) 

Ely  city 

Tower  city 

Mesabi  Range: 

Aurora  village 

BIwabik  Township 

Blwabik  village 

Buhl  village 

Chisholm  village 

E  veleth  city 

Faval  Township 

Hibbing  village 

Mc  Klnley  village 

Mesabi  Mountain  Township 

Mountain  Iron  village 

Sparta  village 

Stunts  Township 

Vl^riniacity 

St.  Louis  County  outside  Duluth. 


43 
1 
5 

30 


0 

77 

296 


Fin- 
land. 


280 
911 
184 

62 

111 

287 

200 

1,197 

1,145 

152 

1,169 

31 

250 

127 

347 

220 

1,193 

9,945 


Aus- 
tria. 


180 

852 

29 

44 

98 
.  44 

64 
693 
676 
430 
323 

34 
130 

14 

116 

279 

136 

4,461 


All 
Other. 


Total 

foreign 

bom. 


9 

122 

19 

14 

14 

17 

50 

187 

333 

164 

481 

4 

31 

37 

11 

299 

123 

2,313 


669 

2,222 
693 

198 

320 

616 

448 

2,705 

2,975 

927 

3,537 

116 

531 

290 

584 

1,104 

3,059 

27,929 


Total    I     Total 
native   ■  popala- 
bom.         uoD. 


685 

1,823 
747 

1S8 
221 
430 
340 

1,626 

2,357 
389 

3,029 
116 
409 
314 
376 
615 

2,997 
24,642 


1,344 
4,045 
1,349 


541 

946 

788 

4,231 

6,332 

1,316 

232 

940 

004 

900 

1,749 

6,056 

52,571 


No  statistics  as  to  nationality  are  regularly  kept  by  the  mining  companies, 
but  the  OUyer  Iron  Mining  Ck).  has  taken  a  census  of  its  own  employees  at 
different  times,  the  results  of  which  are  given  below : 

Length  of  residence  in  the  United  States  of  foreign-horn  employees  of  the  Oliver 

Iron  Mining  Co.,  May  1,  1907,  by  race  or  people. 

[Data  supplied  by  the  Oliver  Iron  Mining  Co.] 


t 

1 
1 

1 
year. 

2 
yrs. 

Nl 

3 
yrs. 

imben 

4 

yrs. 

rllvln 

1 

.    5 
•  yrs. 

1 

1 

1 

«int 

6 
yrs. 

heUi 

lited 

Btattt 

1— 

Race  or  people. 

1 

Un- 
der 1 
year. 

7 

yrs. 

1 
19 

8 
yrs. 

—  - 

9 
yrs. 

, 

• 

10 
yrs. 

Over 

10 

yis. 

rears 
not 
re- 
port- 
ed. 

Total 
tat- 

Ar»i>tan 

1 

Aostrian 

Bohemian. 

186 

3 

34 

79 

280 

2 

43 

109 
14 
68 
67 

496 

6 

34 

166 

8 

39 

41 

419 

1 
35 

92 

3 

11 

23 

240 

i 

78 

4 

9 

2 

141 

1 
10 

!"66" 

1      3 

3 

6 

103 

3 

1 

"ii' 

*  * 

6 

4 

.  .  •  •  • 

37 
U 

2 
...... 

S14 

49 

Bosnian 

***** 

140 

Bulgarian 

i 

'    26 

i 

29 

i 

60 
1 

310 

Croatian 

Ccech 

13 

13 

"-ft 

Dalmatian 

4 

1 

4 

_ 

8 

..... 

1 

•      139 

Dutch 

3 

114 

316 

1 

44 

8 

43 

1 

3 

*"8' 
...... 

1         3 

English - 

9 
889 
2 
4 
2 
27 

6 
464 

1 
344 

4 
271 

9 
363 

■  5 
134 

.... 
127 

6 
73 

"86* 

5 
43 

160 

Finnish 

Flemish 

263 

'*". 

French 

French-Canadian. 

German 

Oreak 

8 

1 
40 

4 

"so" 

1 
1 

16 
1 

3 

■•y 

1 

2 
2 
4 

3 
2 
4 

..... 
3 

■   "2 

4 
8 

3 

1 
3 

1 

69 

a 

1      190 

s 

Hebrew 

1 
3 
8 

1 

1 

5 

Hervat 

2 

8 

""4" 
12 

2 

5 

■  3 
3 

■i 

3 

1 

30 

HwngHrian 

3 
1 
1 
3 
9 
12 

5 

48 

Tnriiftii 

1 

Irish 1 

1 

39 
65 
79  ' 

'"46" 
50 
101 
2 

1 

19 
23 

50 

1 

2 

37 
31 

47 

1 

24 
30 
64 

2 

14 
19 
35 

1 
12 

9 
26 

71 
15 
26 
35 

1 
1 
3 

81 

ItAllan 

Italian  rnortb) 

Italian  (south) 

Japanese 

27 
23 
43 

1 
5 
6 

3 
5 
8 

1      286 

1      396 

496 

3 

Korean 

1 

1 



1 

Lithuanian 

1 
1 

10 

35 

12 

1 

3 

1 

1 

1 

1 

s 

Ifaoedonian 

1 

1 

Magyar 

Montenegrin 

34 

40 

33 

1 

11  ' 

46 

21 

20 

2 

8 

21  , 

5  ' 
22 

1 
91 

36 

1 
16 

24 

10 

1 

4 

4 

3 

0 

210 

102 

Polish 

Roumanian 

10 

« 

9 

1 

5 

15 

2 

151 
5 

Russian 

7 

4 

1 

1 

2 

5 
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Length  of  residence  in  the  United  States  of  foreign-horn  employees  of  the  Olivm' 
Iron  Mining  Oo,^  May  1;  1907,  by  race  or  people— Oontinued. 


1 

Number  living  in  the  Uz 

Uted  States 

8        9    ! 
yrs.  yra. 

10 
yra. 

Over 

10 

yra. 

Race  or  people. 

Un- 
der 1 
year. 

1 

year. 

,     2     , 

3 

yrs. 

4 
yrs. 

5 
yra. 

1 

28 

6 
yra.  ( 

1 
26 

2 

7 
JT8. 

Yeare 
not 
re- 
port- 
ed. 

Total 
for- 
eign 
bom. 

RllthAl^iAT)  ....,, 

I 
1 

1 

241 

41 

1 

1 

18 
38 
34 

.  ...i      8 

29 

1 

23 

1 

44  t 

30 

1 

35 

2 

14 
2 

23'  *  12'! 
2    1 

11 

5        521 

Scotch 

68 

Scotch-Irish 

*    1 

::::::     i 

Servian 

16 
26 
46 
26 

29 
30 
47 
66 

18  • 
26  1 

68 
85  t 

15 
23 
29 
42 

'7 
20 
33 

47 

6 
12 
40 
44 

1 
11 

"2 

12  ! 
20, 
27' 

1 

10 
18 
19 

1       96 

Slav 

7        41 

11  2  > 

12  3 

3 
6 
8 

::::::    m 

Slovak 

1        350 

3         41ft 

Srrf  an 

1 
109 

'frnAeos 

5 

10 

18  . 

13 

18 

9 

1 

4      2, 

1 

....    ...„. 

Welsh 

i 

2 

8 

Not  repMted 

M 

73 

.    84  : 

29 
976 

917 

27 
T76 

25 
462, 

14 
323 

'  '; 

'4 

4fifi 

1 

Total 

1,261 

1,879 

1,856 

236     100 

1 

126   1,205 

33  wQAaa 

• 

tfU 

Of  the  12,018  employees  of  this  company  in  1907  only  1,879  were  natiye  bom, 
those  of  foreign  birth  being  84.4  per  cent  of  the  total  number  employed.  Almost 
half  of  the  foreign  bom,  49.3  per  cent,  had  not  resided  In  the  United  States 
over  two  years.  The  races  showing  a  large  proportion  who  had  resided  in  this 
country  10  years  and  over  were :  The  Irish,  with  87.7  per  cent ;  Scotch,  77.4  per 
cent;  English,  74.4  per  cent;  Scandinavian,  48.4  per  cent;  and  German,  23.7 
per  cent  Those  with  a  small  proportion  were:  Bulgarians,  with  less  than  one- 
half  of  1  per  cent;  Austrlans  and  Croatians,  with  only  3.8  per  cent;  Italians, 
8.9  per  cent ;  Finns,  10.3  per  cent ;  and  Slavs,  11  per  cent.  Of  all  the  foreign- 
bom  employees  but  18.1  per  cent  had  resided  in  the  United  States  10  years 
and  over.  The  principal  races  with  a  residence  of  less  than  a  year  were  the 
Montenegrins,  with  34.3  per  cent ;  Austrlans,  16.6  per  cent ;  Croatians,  14.9  per 
cent ;  Slavs,  13.6  per  cent ;  and  Slovaks,  12.8  per  cent.  Of  all  the  foreign-bom 
employees  12.4  per  cent  had  resided  in  the  United  States  less  than  one  year. 

In  the  following  tabulation,  which  was  furnished  by  the  Oliver  Iron  Mining 
Co.,  American  includes  Canadians,  English,  Irish,  and  Scotch ;  Austrian  includes, 
among  others,  Bulgarians,  Bohemians,  Hungarians,  and  Montenegrins;  French 
and  German  includes  Belgians,  Swiss,  and  Hollanders;  Finnish  includes  Rus- 
sians ;  and  Scandinavian  includes  Norwegians,  Swedes,  and  Danes. 

Nationality  of  the  employees  of  the  Oliver  Iron  Mining  Go.  on  the  various  ranges 
of  the  Lake  Superior  region  July  1,  1908,  by  locality, 

(Data  supplied  by  the  Oliver  Iron  Mining  Co.] 


Locality. 


Meaabi  range: 

Bibbing  district 

Ifoontam  Iron  district. . 
Bvelefh  (Fayal)  district. 
STeleth<Adams)  district 

Biwabik  district 

OanJrteo  district 

Total 

Vermilion  Range 

Marqaette  Rai^ 

Meooaninee  Range 

Oosebic  Range 

Grand  total 


American. 


Num- 
ber. 


628 
217 
296 
225 
74 
383 


Per 
cent. 


21.9 
22.9 
27.4 
18.9 
20.9 
28.2 


1,823, 
85 
680 
195  , 
442  ' 


3,225     25.8 


Austrian. 


French  and 
German. 


Finnish. 


Italian. 


I 


Num-     Per 
ber.    I  cent. 


Num-  '  Per.'  Num- 
ber.   I  cent.     bcr. 


1,326 
446 
316 
544 
204 
606 


I 


46.2 
47.1 
29.2 
45.8 
57.6 
44.6 


23.4 

3,442 

15.3 

291 

49.2 

20 

16.5 

120 

28.3 

109 

I 


140 

16 
40 
12 
4 
77 


4.9 
1.7 
3.7 
1.0 
1.1 
5.7 


212 

100 

125 

188 

53 

92 


3,962 


44.1 

289 

3.7  1 

52.2 

13 

2.3 

1.6 

10 

.7 

10.2 

141 

12.0 

7.0 

38 

2.4 

31.9 

491 

3.9 

Per     Nimi-  I  Per 
cent.     ber.    i  cent. 


7.4 
10.6 
11.6 
15.8 
14.9 

6.8 


378 

13.2 

79 

8.4 

165 

15.3 

123 

10.3 

3 

.8 

51 

3.7 

770 

9.9 

799 

10.2 

100 

18.0 

21 

3.8 

415 

30.0 

108 

7.8 

81 

6.9 

201. 

17.0 

405 

26.0 

162 

10.4 

1,771 

14.2 

1,291 

10.4 
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Nationality  of  the  employees  of  the  Oliver  Iron  Mining  Oo,  on  the  various  ranges 
of  the  Lake  Superior  region  July  1,  1908^  by  locality — Continued. 


Polish. 


ScaQdlnavlao. 


Locality. 


Number. 


Mesabl  Range: 

Hibbing  district , 

Moontain  Iron  district. . . 
Eveleth  (Fayal)  district.. 
Eyeleth(Adams)district. . 

Biwabik  district 

Canisteo  district 

Total 

Vermilion  Range 

Marquette  Range 

Menominee  Range 

Gogebic  Range 


Grand  total. 


65 


93 


378 


Per 


Miscellaneous. 

Total. 

Number. 

Per 
oeat. 

Number. 

Per 

oeot. 

6 

a2 

2,871 
946 

1,060 

1,189 
355 

1,359 

100.9 
100.0 

2           .2 

8            .7 

lOOlO 
100.0 
100.0 

2'! :i' 

iOOLf 

18            .2 

1  1 

7,800 

557 

1,382 

1,179 

100.0 
100.0 

100.0 

itMLm 

i         .1 

1,560  .    100l§ 

19 

.2 

12,478 

100.0 

Nationality  of  the  employees  of  the  Oliver  Iron  Mining  Oo.,  on  the  various 
ranges  of  the  Lake  Superior  region  June  1,  1909,  by  locality. 

[Data  supplied  by  the  Oliver  Ifoh  Mining  Co.] 


Locality. 


Meaabi  Range: 

nibbing  district i 

ChLsholm  district 

Mountain  Iron  district 

Eveleth  (Fayal)  district... 
Eveleth  (Adams)  district. 

Biwabik  district 

Canisteo  district 

Total 1,752 

Vermilion  Range 

Marquette  Range 

Menominee  Range 

(}o0»bic  Range 

Grand  total 3,253 


Amer 

lean. 
Per 

Austrian. 

Finnish. 

1 

(}erman.     [ 

I 

Fran 
Num- 

ch. 

Num- 

Num- 

Per 

Num- 

Per 

Num- 

Per ! 

Far 

.  ber. 

cent. 

ber. 

cent. 

ber. 

cent. , 

ber. 

cent. 

ber. 

CSDt. 

472 

29.5 

671 

41.9 

67 

1 

1 
4.2 

•52 

3.3 

47 

X9 

149 

9.1 

1,002 

6L5 

154 

9.5 

0 

.3  ' 

2 

.1 

178 

24.7 
20.7 
21.4 

236  '  32.8 
377     29.8 
603  ,  45.7 

170 
256 
140 

23.6 
20.2 
10.6 

1 

12 

1.T 

262 

17 
9 

1.3 

.7 

283 

4 

.3 

53 

16.6 
22.8 

193 
733 

60.5 
47.1 

45 
131 

14.1  ■ 
8.4 

4 

31 

1.3- 
2.0  1 

355 



» 

S.1 

1,752 

20.8 

3,815 

45.4 

963 

11.5 

118 

1.4  1 

145 

1.7 

99 

12.9 

402 

52.6 

175 

22.9  ' 

2 

.3  1 

4 

.S 

739 

40.5 

40 

2.7 

372 

24.9  < 

13 

•0  , 

5 

.4 

228 

15.8 

165 

a.  5 

98 

6.8 

33 

2.3 

122 

8.i 

435 

22.7 

137 

7.1 

626 

32.5 

12 

.6' 

37 
313 

1.0 

3,253 

23.2 

4,559 

32.5 

2,233 

15.9 

1 

178 

1.3 

S.1 

Locality. 


Italian. 


Scandinavian. 


Polish. 


Tout. 


Number.    ^^J    .  Number. 


5?t.  >amber. 


(^t.     Number. 


Menbi  Range: 

Hibbing  district 

Chisholm  district 

Mountain  Iron  district 

Eveleth  (Fayal)  district.. 
Eveleth  (Adams)  district.. 

Biwabik  district 

Canisteo  district 


Totel 

Vermilion  Range.. 
Marquette  Range . 
Menomin<^  Range 
Gogebic  Range 


Grand  total. 


209 
155 

36 

224 

177 

3 

33 


837 
30 
178 
2S4 
232 


1,561 


lai 

9.5 

5.0 

17.7 

13.4 

.9 

2.1 


10.0 
3.9 
11.9 
19.7 
12.1 


n.i 


59 
104 

88 
108 

84 

21 
179 


643 

53 

145 

4m 

184 


3.7 
6.4 

12.2 
&5 
6.4 
6.6 

U.5 


I 


I 


7.6 
6.9  I. 
9.7  ,. 
213 

9.6  I 

1. 


1,432        10.2 


23 

66 


23 
20 


14 


188 


102 
260 


1.4 
3.6 


1.8 
1.5 


.9 


1.6; 


7.1 
13.6 


500 


1,600  ' 
1,639  I 

730  • 
1,287 
1,330 

319 
1,556 


loao 

100.0 
1OOL0 

ioa» 

lOQLt 
iOQL» 
10Q.9 


8,411 

765 

1,492 

1,439 

1,022 


1OQ10 
lOQLt 
lOQL* 
lO&O 
1OQL0 


3.6        14,039  I    lOQLt 
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This  company  had  12,478  employees  on  July  1,  1908.  The  Americans  were 
25.8  per  cent  of  this  number.  The  Austrlans  were  the  most  numerous,  with 
31^  per  cent.  On  the  Vermilion  range  52*.2  per  cent  of  the  employees  were 
Austrlans. 

On  June  1,  1909,  this  company  had  14,029  employees,  of  whom  23.2  per  cent 
were  Americans^  32.5  per  cent  Austrlans,  15.9  per  cent  Finnish,  etc.  Those 
nationalities  that  showed  an  Increased  proportion  employed  In  1909  compared 
with  1908  were  Austrlans,  Finnish,  Italians,  and  Pollshr-  Those  that  decreased 
were  Americans,  French,  German,  and  Scandinavians. 


Number  and  per  cent  of  foreign-horn  employees  of  the  Oliver  Iron  Mining  Co. 

who  apeak  English,  May  i,  1901,  Jyy  race  or  people. 

[Dftta  lupiflled  by  the  OUTor  Iron  Mining  Co.    Figures  do  not  inclnde  25  persons  not  reporting  as  to 

whether  they  do  or  do  not  speftk  English.] 


Race  or  people. 


Arabian. , 

Austrian , 

B<diemian. 

Bosnian 

Boigarian 

Croatian 

C«ch , 

Dalmatian , 

Dotch , 

English 

Finnish , 

Flemisli. 

French. , 

French-Canartian  ... 

German , 

Greek 

Hebrew , 

Hervat. 

Hongarian 

Indian 

Irish 

Italian 

Italian  (north) 

ItaUan  (sonth) 


Speak  Eng- 


Nnm- 
ber. 


1  100.0 
244  30.0 

25  51.0 

29  10.0 

24  11.4 

680  S0.8 

a  18.3 

44  34.1 

2  100.0 
160  100.0 

1,372  54.4 

1  33.3 
64  92.8 
20  90.0 
S4  44.2 

2  66.7 
4  80.0 

0  45.0 
23  47.9 

1  100.0 
81  100.0 

146  62.1 

164  55.0 

267  51.9 


Do  not 
speak 
Eng- 
lish. 


570 

24 

117 

186 

1,310 

9 

85 


Total. 


1,151 
2 
6 
2 
106 
1 
1 

11 
25 


89 
134 
238 


1 ; 

814  I 

40  I 

146 

210  I 

1,881  I 

11 

120 

2 

160 

3,523 

3 

69 

22 

190 

3 

5 

20 

48 

1 

81 

235 

298  |i 

495  I 


Race  or  people. 


Japanese 

Korean 

Lithuanian... 
Macedonian. . 

Magyar 

Montenegrin., 

Polish 

Roumanian.. 

Russian 

Ruthenian 

Scandinavian. 

Scotch 

Scotch-IriBh. . 

Servian , 

Slav 

Slovak 

Slovenian 

Syrian 

Tyrolese , 

Welsh 

Not  reported. 


speak  Eng- 

hsh*         jDo  not 


Num* 


2 

1 

3 

1 

72 

28 

70 

2 

22 

3 


Total. 


speak 
Eng- 


ing- 
Per   :  lish. 


ber.     cent.  [ 


Total. 


100.0 

100.0 

100.0 

100.0 

34.3 

27.5 

46.4 

40.0 

44.0 

100.0 


138 

74 

81 

3 

28 


2 

1 

8 

1 

210 

103 

151 

6 

60 

3 


451 

87.6  i 

64 

515 

53 

100.0  i 

63 

1 

100.0 

1 

14 

14.7  1 

ii 

05 

71 

37.2  , 

120 

191 

145 

40.4' 

214 

360 

327 

79.0  1 

87 

414 

1 

100.0  ' 

1 

68 

62.4 

4i 

109 

3 

100.0  1 

3 

240 

63.5 

209 

440 

4,917 

48.6 

1 

5,197 

10,114 

Only  48.6  per  cent  of  the  employees  considered  In  this  table  can  speak  English. 
A  considerable  number  of  the  races  reported  100  per  cent  able  to  speak  English, 
bat  the  nnmber  of  persons  Involved  is  too  small  upon  which  to  bnse  a  conclusion. 
Anstrlans  report  80  per  cent;  Croatlans,  30.8  per  cent;  Magyars,  34.3  per  cent; 
Slars,  S7.2  per  cent;  and  Slovaks,  40.4  per  cent  speaking  English,  while  the 
Italians  report  65.2  per  cent ;  Finnish,  54.4  per  cent ;  Slovenians,  79  per  cent ;  and 
Scandinavians,  87.6  per  cent  who  speak  English. 
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Numlter  and  per  cent  of  foreign-horn  employees  of  the  Oliver  Iron  Mining  Co., 
flee  years  in  the  United  States,  who  have  become  naturalized^  May  J,  J 907, 
by  race  or  people, 

[Data  supplied  by  the  Oliver  Iron  Mining  Co.    Figures  do  not  include  08  persons  not  reporting  as  to 

naturallxation.] 


Naturalised.  ' 

1 

Not 

nato- 

ralised. 

1 
103 
8 
4 
6 
224 

ii" 

23* 

578 
1 
9 
9 

6' 

6 

1  ' 
9 
50  i 

Total. 

1  1 
155 
17 

4 

8 
297  1 

1 
13 

2 
137  ' 
888  i 

1 
49  1 
18 
60 

1 

3 

61 
12 

1 
74 
72 

1 

RaoaorpeoplB. 

1 

NatoiaUaed. 

Not 

BAta- 

raliaed. 

67 

121 

1 

1 

47 

33 

7 

2 

106 

7 

8" 

45 

i 

88 

Race  or  people. 

Num- 
ber. 

Per 
cent.  ; 

Num-i 
bar. 

Per 

cent. 

TMal. 

Arabian 

Italian  (north) 

Italian  (south) 

Korean 

35 
53  1 

34.3 
30.5 

l(U 

Austrian 

52 
9 

33.5  ' 
52.9 

174 

Bohemian 

1 

Bosnian 

Lithuanian 

1 

1 

Bulgarian 

....  ^ 

73 

1 

2 

2 

114 

310 

25.6 

24.6 
100.0 

15.4 

100.0 

'    83.2 

34.9 

Magyar 

7  . 

11 

5  > 

1 

242  , 

33 

}' 

21  1 

42 

34 

13.0 
25.0 
41.7 
33.3 
69.5 
82.5 
100.0 
11.1 
31.8 
31.1 
28.6 

64 

Croatian 

PoHsh .• 

44 

Czech 

Russian 

12 

Dalmatian 

Ruthenian 

3 

Dutch 

Scandinavian 

Scotch. 

348 

English 

40 

Finni."»h , 

Scotch-Irish 

Servian 

1 

Flemish •.... 

• 

French 

1 

41 

1 
3 

81.6 

60.0 

68.3 

100.0 

100.0 

Slav 

ee 

French-Canadian . . . 

Slovak 

135 

Gern)ftn 

1  Slovenian 

119 

Oreek 

1  Syrian 

1 

Hebrew 

Tyrolese 

27 
3 

83 

.  .  1 

60.0 

100.0 

48.5 

45 

Hervat 

'  Welsh 

3 

Hnnjfar^an 

6 

50.0 

Not  reported 

Total 

171 

Indian 

Irish 

65 
22 

87.8 
30.6 

1,351 

1 

42.9 

1,796 

3,149 

Italian 

1                    *vww 

1 

There  have  been  naturalized  42.9  per  cent  of  those  who  have  been  In  the 
United  States  five  years.  About  one-third  of  the  Austrlans,  Finns,  Italians* 
Slavs,  and  Slovaks  have  availed  themselves  of  citizenship  through  the  nat- 
uralization laws.  Over  80  per  cent  of  the  English,  Irish,  and  Scotch  and  68.5 
per  cent  of  the  Scandinavians  are  naturalized. 

Number  and  per  cent  of  foreign-bom  employees  of  the  Oliver  Iron  Mining  Co., 
21  years  of  age  and  over,  reporting  conjugal  condition.  May  1,  1907,  by  race 
or  people. 

[Data  supplied  by  the  Oliver  Iron  liining  Co.] 


Race  or  people. 

Man 

'  Num- 
ber. 

1 

l"*343" 
'        21 

1        78  ' 
118 
903 
4 

73 

1 

89 

902 

1 

41 

21 

100 

2 

1 

10 
27 

'■"36" 
100 
147 
263 

led. 

Per 
cent 

Single. 

1 

313 

19 

36 

64 

642 

i 

1 

64 

1,392 

2 

24 

1 

70 

1 

2 

9 

16 

1 

44 

103 

113 

181 

1 

1 

Total. 

1' 
056 
40 

114  1 
182 
1,545  1 
10  1 
98 
2, 
153 
2,294  1 
3 

66  1 
22 
170 
3 
3 
19 
43  ! 
1 
80 
209 
260  . 
444 

Race  or  people. 

Mar: 

Num- 
ber. 

ried. 

Per 

cent 

SingUi.! ' 

1 

• 

roui. 

Arabian ,. 

"  '62.'3' 
52.5 

68.4 
♦>4.8 
58.4 
40.0 
74.5 
50.0 
58.2 
39.3 
33.3 
63.1 
95.5 
58.8 
66.7 
3,3.3 
52.6 
62.8 

"45.6' 
50.7 
56.5 
50.2 

JapaTMMPe.. 

ji 

■■■■a-i 

n 

'  *24»'! 

23! 

If' 

lao 

155 

1 

60 

2 

166 

1 

Austrian 

Bohemian 

Bosnian 

Bulgarian 

Korean 

Lithuanian 

Macedonian 

Magvar 

1 

1 

1 

100 

20 

66 

4 

23 

2 

225 

28 

1 

31 

95 

167 

202 

100.0 
33.3 

100.0 
54.9 
34.7 
47.4 
80.0 
53.5 

100.0 
47.5 
54.9 

100.0 
46.3 
57.2 
54.6 
56.6 

1 
s 

1 

182 

Croatian 

Czech 

Montenegrin 

Polish 

75 
117 

Dalmatian 

Rotivnanlan.     ..... 

5 

Dutch 

Russian 

41 

English 

Ruthenian 

s 

Finnish 

Flemish 

Scandinavian 

Scotch 

474 

51 

French 

Scotch-Irish 

1 

French-Canadian 

Servian 

cr 

0<«rmfrn 

Slav 

165 

Oreek 

Slovak 

306 

Hebrew 

Riovp.nian ......... 

387 

Hervat 

Sjrrian 

1 

Hungarian 

Tyrolese 

43 

1 
235 

*  4i.*7' 
33.3 
58.8 

106 

Indian 

Welsh 

8 

Irish 

Italian 

Not  reported 

Total 

400 

tallan,  north 

4,538 

51.6 

4,386 

8.796 

-Uian,  south 
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More  than  one-balf  of  those  21  years  of  age  and  over  were  married.  Those 
races  represented  by  any  considerable  number  having  under  50  per  cent  mar- 
ried were  the  Finnish,  Irish,  Montenegrins,  Polish,  Scandinavians,  and  Tyrolese. 
Some  of  those  with  over  50  per  cent  married  were  the  Austrians,  Groatians, 
Germans,  Italians,  Slovaks,  and  Slovenians. 


Length  of  residence  in  United  States  of  foreign-horn  employees  of  the  Oliver 

Iron  Mining  Co,  May  7,  1907,  hy  occupations. 

[Data  8Upi>Ued  by  the  Oliver  Iron  Mining  Co.] 


Foreign  bom  living  in  United  States— 

Oocupation. 

Nar 
tive 
bom. 

! 

Un- 
der 1 
year. 

1 

1 

year. 

2 
yis. 

3 
yrs. 

1 

4 
yrs. 

1 
1 

1 
. . . .  1 

6 

to9 
yrs. 

t 

10     15 

to    to 

14  1  19 

yrs.  yrs. 

1 

20 

to 

24 

yrs. 

25 

yrs. 

and 

over. 

Years 
not 
re- 
port- 
ed. 

Total 
for- 
eign 
bom 

Grand 
total. 

Apprentice 

4 
6 
3 
1 
1 
9 

...... 

4 

Axman 

1 

6 

Bam  boas 

1" 

' 

1 

1 

"1 1 

3 

6 

Bam  boss,  assistant 

1 

1 

Bam  man 

...... 

1 
9 
4 

2 

1 

1      1 

3 

85 

34 

32 

2 

1 

4 

Blacksmith 

Blacksmith's  helper. . . . 

Blaster 

Boiler  maker: 

12 
3 
4 

5 
2 
2 

6  > 
5 

4 
1 

23 

9 

11 

7 
1 
1 

12 
1 

4 

3 
3 

.  .  .  « 

6 
2 
2 

""l 

1 

94 

40 

32 

4 

Bolt  cutter 

1 

1 

Bookkeeper 

3 

1 
217 

1 

3 

22 

1 
9 

...... 

3 

Boas 

.      1 
19 

1 
3 

1 
8 

2 
7 

6 

...... 

""h 

117 

7 

Brakeman 

Call  boy 

8 

22 

28     '6 

9 

334 
1 

Car  checker 



3 

Carpen  ter 

carpenter's  helper 

Car  repairer 

Oar  trfmmw 

7 

13 

4 

11 

31 

1 

10 
2 

9 

1 
2 

19 

11 

11 

116 
2 

40 
9 
1 
2 

138 
3 

i 

2 

3 

4 

3 

1 

1 

1 

6 

9 

2 

1 

2 

49 

9 

Cwihiftr'n  Aimi<ftant 

1 

1 

1 
1 

1 

ChAln  gang. ....   ....  . 

■     4 

11 

10 

1      23 

1       3 

1 

1        1 

I 

6 

Chain  man 

i 

11 

Chemist 

1 

1 

— e 

1 

1 

11 

Chemist's  assistant 

::::::i:::: 

23 

Chip  taker 

2 

1 

1 
1 

1 

4 

2 

9 

12 

1 
3 

6 
1 

15 
28 

1 
8 
8 

7 

Chorn  drill  helper 

t 

1 

2 

Chiir^  rn^n.  .... 

2 

1        1 
'        1 

1 

1 

3 

1 

2 
2 

1 

1 

9 

Qerk 

Coal  heaver 

1      77 

P  .....  . 

1 1.... 

3 

1 

2 

8» 

1 

Coal  passer 

Coal  wheeler 

!    1 

t     *  _      -  - 

1 
1 

1 

2 
2 

4 

.;.::: 

,     1 

1 

1 
1 
1 
3 

1 

'3" 

6 

Compressor  man 

1        2 

'      73 
1      29 

1 

1 

3 

Crane  man 

Crane  man  .steam  shovel 

2 

1 

1 

2 

1 

1 
10 

4 
5 

1 
4 

2 
5 

57 

CirtLsher  man 

1  ' 

1 

1 

Diamond  driller 

3 

|... . 

1 

1 

1 

1 

4 

1 

2 

1 

1 

11 

Diamond  driller's  helper 
Diamond  setter 

1        1 

1 

. 

1 

» 

\""l 



1 

i 

1 

Ditch  man 

t""2 
1 

1  ____ 

1 

2  [ 

1 

'2 

2 

3 

12 
2 
1 
1 
197 
100 
2 

12 

3 

1 

1 

5 

Drifter 

1 

1 

1 

39 

29 

. 

1 

Drill  boss 

1 

Driller 

T>iill«»r  and  hlsMtAr 

;    1 

1      28 

;    22 

2 

38 
18 

44     21 
13       8 

19 
6 

3 
3 

3 

i" 

1 

1 

199 
100 

DriDer's  helner 

2 

Driver 

1  '  1 

1 

1 

1 

Drv  hotme  man 

1 

1 
5 
1 
5 
22 

1 
15 

3 

17 

263 

1 

Dry  man 

Dry  tender. 

I       3 
1 

r 

1 

5 

1 

i 
1 
1 

2 

1 
1 

'■*'i' 

18 

1.... 

3 

Damp  boss 

L..* 

j*"'fi9' 

i 

76 

2,    3 

53  1  33 

1 
16 

1 

2 
3 

21 

DmPT>  man 

263 

Dynamoo  tender 

Ewrtrioian    

2 

7 

2 

""2  '..V. 

1 

2 

■    a    ■     • 

2 

1 

1 

*.•*•.* 

9 
1 

39 
7 

39 
9 
1 

37 

16 

"RlM^ririiAn's  hfflnfir   . 

1 

1 
3 

1 

1 

Engineer 

Engineer,  hoisting 

Engineer,  locomotive... 
Engineer,  stationary . . . 
Eoffineer.  steam  nnrnn. 

61 

3 

169 

1 

:  2 

3 

10 
2 
3 

4 

•  ■  ■  • 

7 
2 

6l    7 
2   .... 
7      7 
2      2 

4 

3 

13 

3 

•  tf  *  ■   •    • 

1 

90 

\ 

**     1 

la 

:;■"  1. 

1 

208 

1 

14 

...... 

1 

f 

1 
7 

1 

Engineer,  steam  snovd . 
Engineer,  wrecker 

93 

4 

1 

1 

6 

a    •     ■    * 

7       6 

9 

180 

'  •  •  «  • 

■  >  •  * 

1 

4 
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Lenffih  of  residence  in  United  States  of  foreiffn-hom  employees  of  the  Oliver 
.  Iron  Mining  Co.  May  1, 1907,  by  occupations — Oontinued. 


Foreign  bom  living  in  United  States— 

Occupation. 

Na- 
tive 
bom. 

Un- 
derl 
year. 

1 

year. 

2 
yra. 

8      4 

yrs.  yrs. 

5 
t09 
yrs. 

10 

to 

14 

yrs. 

15 
to 

19 
yrs. 

20 

to 

24 

yrs. 

26 

yrs. 

and 

over. 

Years 
not   Total 
re-      for- 

port-   eign 
ed.     bom. 

Grand 
totaL 

EDgioeering    depart- 
ment  

2 
08 

i 

2 

Fireman 

2 

4 

8 

7 

1 
1 
2 

8 

25 

11 

12 

6 

7 

1        01 
1 

189 

Firemaii.  churo  drill . . . 

1 

Fireman,  diamond  drill. 

1 

1                      ^ 

■    1 
1 

•  •  •  • 

3 
2 
0 

1 
10 

•  •  •  • 

6 
2 
4 

11 
10 

i ;     4 

4 

Fireman,  locomotive... 

Fireman,  stationary 

Fireman,  steam  shovel. 
Fireman,  wrecker 

128 

1 
67 

1 

18 

1 

...... 

1 

1 
1 
8 

7 

•  *  •  ■ 

4 

1 
1 

4 

;    42 

8 

1      58 

170 

9 

3 

4 

125 
1 

Foreman 

1 

1 

2 

1 

4 

9 

6 

8 

6 

3 

1 

40 

1 

1 

flB 

Fov^vnin.  Wlirt^nt. .  .    . 

1 

Foreman,  blacksmith . . 

; :: 

1 

1 

Foreman,  blasting 

Foreman,  carpenter 

Foreman,  car  repairers. 
Foreman,  drill 

i 

1  • 

2 

'1 

....-..,        1 

2 

.... 

1 

...:..    2 

3 



2 

1 

1 

1 
.... 

v. 2 

2 

Foreman,  drilling  and 
blasting 

1 

1    • 

!       i 
1 

•  •  •  • 

1 
1 

1 

Foreman,  dump 

2 

2 



2 

1 

.... 

1 
1 
........  --  .-  — 

7 

;     * 

9 

Foreman,  miner 

5 

Foreman!  nisht 

3 

■ 

% 

ForoTTian,  ore 



1             1 

••••'*  ••-• 

.... 

,.,..'. ..._.i.--.-- 

1 

Foreman,  pipeman 

::::::j::::r:: 

1 
1 

1 

1     1 

4 

Foreman,  pit 

...•..••••!.••• 

j 

1 

Foreman,  pit  assistant. 

2 

\ 

2 

Foreman,  powder 

r  _ 

1 

::::::\""i 

1 

Foreman,  ^op 

{' 

1 

Foreman,  steam  shovel. 

1 

Foreman,  stripping 

...... 

:::::::::::::: 

' 

1 
4 
1 

1 

1          9 

1 

2 

1 

Foreman,  surface 

2 

* 

3 
.... 

11 

Foreman,  surface  asst. . 

1 

Foreman,  timber 

...... 

3 

4 

i 

4 

3 

Foreman,  track 

3 

1 
1 

•  •  •  • 

2 
1 

11 

14 

Foreman,  underground. 

..  . 





1 

Gang  boss i i 

2 

Qreasor 

1 

1 

2 

Grinder 

1 
1 



1 

1 

Hammerman 



.... 

1 

:::::::::::::::.  **i' 

2 

Head  mine  captain 



...... 

i 

•j 

::::::    i 

1 

I 

Janitor * 

1 

1 



1 

885 
0 

.... 

1 

2 

•  •  •  • 

1 

10 

Janitrpss 

1 

Laborer 

200 

1 

762 
3 

■970" 
3 

453" 
6 

369 
2 

611 
13 

96 

4 

101 
4 

1 

5i 
1 

52 
3 

10  ,4,350 

1      48 

1 

4.660 

Lander 

40 

Lightman 

1 

Logging  cutter 

1 

j 

1 

j 

1 

1 

Lumber  scaler 

1 

1  ■;: 

1 

Mach  i  ne-shop  employee 

' 

1 
4 
1 

\ 

1 

1 

Machinist 

50 
8 

11 
1 

1 

2 

1 
1 

4 

4 

2 

1 

3 

8 

28 

3 

87 

Machinist's  apprentice. 

u 

Machinist's  helper 

1 
1 

•••••• 

1 

1 

•  •  «  • 

"3 
1 

1 
8 

1 
1 

1 

5 

16 

Mason 

"i 

*  . . . . . 

5 

.:.:..       23 
4 

24 

Mason's  helper 

4 

Master  mechanic 

3 

2 
...... 

3 

::::::    \ 

6 

Master  mechanic's  as- 
sistant  

1 

1            '                    1 
.... 1   1 

. . .  .i 

1  i.... 
1     2 

1 

1 

Mechanic 

1 

2 

» 

7 

Mechanical  engineer 

1 

. 



1 

Messenger 

1 :  —  .|---- 

1 

1 

594 

:::::;:;:::;;. ;..;;i;:;;;.r 

1 

Miller ) 

3 

368 

1 
224 

•  •  •  • 

237 

••*! 1 « 

1 £ 

5 

Miner 

lO' 

90 
1 

264 

102 

74 

27 

16 

5  3,000 

*S«QI0 

Miner  chute  man ....... 

«r    1 

Miner's  helper 

1 

1 

2 

•  *  •  • 

:::::::::;::    3 

'^"^  8 

Miner,  tram  boss 



! i      1 

1^1 

Mining  captain 

8 

1 
12 



2 

4 

1 



5 

»> 

1 

19 

Mining    captain's    as- 
sistant   

1 ' 

1 

2 

Mining  engineer 

1 

1 

s 

14 

Mining  shift  boss 

.... 

2    .... 

...... 

::::::    i 

26 

7 

2 

Molder 

i 

1 

3 

Motorman 

1 
1 

4 
2 

10 
3 

1 

•      •      B      • 

3 

1 

4 



3 

•  •  •  • 

28 

Mucker 
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Length  of  residence  in  United  States  of  foreigtirhom  employees  of  the  Oliver 
Iron  Mining  Co,  May  /,  1901^  hy  occupations — Continued. 


Foreign  bom  living  in  United  States— 

Oocopation. 

Na- 
tive 
bom. 

Un- 
der 1 
year. 

1 
year. 

2 

2 
yrs. 

3 
yrs. 

5 

4 

yrs. 

6 

5 
to9 
yrs. 

10 

to 

14 

yrs. 

1 

16 
to 

19 
yrs. 

20 

to 

24 

yrs. 

25 

yrs. 

and 

over. 

Years 
not 
re- 
port- 
ed. 

Total 
for- 
eign 
bom. 

32 

1 

1 

13 

Grand 
total. 

Mule  driver 

8 

10 
1 

Z2 
1 

Office  boy 

, 

1 
1 

1 

Oiler 

2 
2 

1 

2 

2 

1 

1 

2 

"'21.'.'. 

1 

15 
9 

Operator 

Ore  inspector 

1 

1 

1 

Orf  mtm 

' 

1 

1 

1 

Ore  yardmaster 

i 

3 

1 

Painter 

1 

1 

1 

4^ 

Pattern  maker 

1 

1 

1 

Pattern    maker    and 
molder 

^  1 

3 

1 

2 

68 

.  ..  . 

1 

Pilot 

.... 

1 

% 

Pipe  boss 

1 

Pipeeanff 

[. ... 

2 

Pipe  man 

Pipe  man's  heliier 

2. 

1 

5 

3 

1 
1 

4 

11 

6  ;    6 

6 

2 

45 

1 

5 

1 

289 

125 

1 

24 

11 

103 
1 

Pit  boss ! 

1 

3 
40 

"1 

6 

Pit  boss,  steam  shovel.. 

1 

Pitman .' 

t 

48 
12 

65 
32 
1 


28 
14 

30 
13 

37 
12 

4       3 
1       1 

293 

Pitman,  steam  sbovel.. 

126 

1 

Pockrt  man 

...... 

1 
1 
1 

1 

1 

3 

3 

i 

1 

\ 

5 

1 

1 
1 

1 

25 

Powder  man 

4 

12* 

1 

p^iff«»r  man ". 

2 

1 

3 

1 

43 

2 

3 

Puller  man,  under- 
eround 

...... 

1 

1 

P^nnp  man 

80 

1 

1 

"'i' 

7 

14 

2 

6 

2 

1 

9 

1 

73 

Pump  man's  helper.. . . 

2* 

Repairer,  steam  shovel. 
River  driver 



1 
3 

i 

1 

3 

Rock  picker 

..,.|------ 

1 

1 

1 

Rodrnftp 

6 

1 
9 

• 

6 

Rope  man 

1 

Sampler 

Scm^per*.  eanc 

""i" 

4 

3 
2 

2 

2 

1 

12 

3 

44 

21 
25 

4 
3 
7 
1 
1 
1 

I 

21 

3 

Shift  boss. . .". 

3 

1 
3 

1 

•  «  •  • 

10 
5 
8 
2 
2 
2 

6 
"2 

•  ■  •  ■ 

13 

1 

•  •  •  • 

1 

9 
2 
2 

6 

1 

47 

Shoveier 

■"7 
2 

..... 
6 

"3' 

1 

21 

Skip  tender 

1 

1 

26 

Rll<  eman 

4 

Stableman .....! 

i" 

1 

3 

Station  Tnan          .     , . 

..... 

.  .  •  >l . 

•  ■  ■  ■ 

2 

1 
1 

7 

Steam-pump  man 

1 

Stenographer 

6 

1 

1 

7 

Stonc*muon 

...... 

1 

1 

Superintendent,  assUtt- 
ant 

■ 

1 
1 

1 

SurfEMM  boss 

\ 

1 

76 
4 

41 

1 
1 

1 

2 

2 

11 

Surveyor 



1 

Swami>er 

-••••• 

1 
8 
2 
6 

1 

'  2     i 

2 

6 

1 

14 

1 
2 

1 
7 

2 
2 

9 
36 

6 
68 

7 

10 

RwitcHman 

2 

'? 

«    2 

4 

4 

2 

1 

2 

A 

6  1 

HI 

Tally  boy 

10 

Te»,m.«rtw 

4 

5 
1 

"7       4 

5       i 
1 ! 

...     1.  .  . 

99^ 

Teamster's  helx)er 

8 

Telephone  man 

Test  pitter 

1 





1 

1 1 

2 

1 

3 

1 

23 

23 

115 

4 

3 

2 

2 

Tie  maker 

•  1       -     1 

1 
2 

1 

Timber  boss 

1 

...... 

1 

3 

Ti?iih«T  MiptAin  , . ,     - 

i 

1 
6 

i 

1 

Timbw  'nMPer      

2 
1 
6 

i 

11 

1    ....      2 
31    31     h 

? 

35 
3 
1 

1 

1 
"7 

3 

23 

Timber  lander 

1*  i 

12  '--- 

23 

Tlmbermftfi 

1 

19 

12     12 

2  1 

116 

Timber  repairer 

1 

4 

Timber-shaft  sinker .... 

.1 

1 



1 

•  •  ■  ■ 

1 

3 

Timekeeper 

18 

1 

1 
9 
9 

1 

20 

Tool  earner 

1 

*  i  1 

1 

2 

Town-«ite  superintend- 
ent  

1 

1 

1 
1 1....... 

1 

Track  boss 

"*83' 

"i42' 

"  '2    "3       4' 
98     50     44 

6 
54 

2 
7 

3 '  3 
....    3 

1  

24 

33 

Trackman 

1          2  !    493 

502 
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Length  of  residence  in  United  States  of  foreign-horn  employees  of  the  Olii>er 
Iron  Mining  Oo,  May  1, 1907,  by  oixmpations — Continued. 


Foreign  bora  living  in  United  States^ 

Occupation. 

Na- 
tive 
bom. 

Un- 
der 1 
year. 

1 

1 
year. 

2 

yrs. 

...... 

8 

yrs. 

1 

4    ; 

yrs.' 

5 
too 

yrs. 

10 

to 

14 

yrs. 

15 

to 

19 

yrs. 

20 
to 

24 
yrs. 

25 

yrs. 

and 

over. 

Years 
not 
re- 
port- 
ed. 

Total 
for- 
eign 
bom. 

Grand 
totaL 

Trackman's  helper 

1 

1 

1 

887 

8 

4 

13 

7 

7 

1 

Trackwalker  ...1 

...*.. 

1 

1 

1 

Trammer 

4 

73 

116 
1 

70     20 

15  1       25 

6 

1 
1 

1 
2 

8 

1 

Ml 

Trammer  boss 

1 

6 

...... 

8 

Wftrehonswmari 

S 

1 

1 

•  «  •  • 

1 

7 

Washing-plant   em- 
ployee 

2 

....     . 

3 

"Watchman 

5 
5 

1 

**3* 

1 
2 

1 

1 

■4;-i 
, ,  1 

""s 

23 

Water  boy 

1 

.  •  •  • 

13 

Weigher 

Wiiwr 

.... 

1 

1 

1' " 

1 

.... 

1 ' 

1 
5 

1 

Woodchopper 

2 

1 

10 
8 

2       1 

1 

2 

1 ' 

-..-i...._.  

7 

Wood  lander 

* 

•••    1 ; 

1 

Twdmaster 

1 

, 

' 

■"l 
2 

0 

11 

Not  reported 

11 

14 

6      6 

^         ' 

1 

1 

S7 

1 

Total 

1,870 

1,261 

1,879 

1 

1,866 

070 

017 

1,887 

390 

434 

237 

260 

83 

10,130 

12,018 

This  table  shows  that  in  this  company  blacksmiths,  carpenters,  drillers, 
dump  men,  laborers,  miners,  pitmen,  timbermen,  trackmen,  and  trammers  are 
occupations  almost  wholly  filled  by  those  of  foreign  birth.  Those  mainly  filled 
by  native-born  employees  were  brakemen,  crane  men,  locomotive  firemen,  ma- 
chinists, and  switchmen. 

Th  occupations  in  which  native  and  foreign  bom  are  quite  evenly  divided 
are  electricians,  firemen,  steam-shovel  firemen,  mining  captains,  pipe  men,  pump 
men,  and  teamsters.  Such  occupations  as  chemists,  clerks,  mining  engineerB, 
timekeepers,  and  yardmasters  are  almost  wholly  filled  by  native-bom  employees. 

If  nationality  statistics  could  be  had  for  the  whole  period  of  operation  at  the 
Minnesota  ore  mines  they  would  show  the  same  process  of  supplanting  the 
older  mine  workers  by  more  recent  immigrants,  which  has  taken  place  in  many 
of  the  coal-mining  districts.  In  fact,  the  process  has  here  been  singularly  swift 
and  complete;  and  this  is  due  to  two  causes — the  rapid  development  of  the  in- 
dustry and  the  peculiarities  of  the  mining  operations,  which  make  it  possible 
to  use  a  very  unusual  proportion  of  unskilled  labor.  Very  soon  the  English 
and  Scotch  miners  who  went  largely  from  the  older  Michigan  ranges  to  the 
Vermilion  were  brought  to  the  Mesabi  to  serve  as  foremen,  shift  bosses,  and 
mining  captains.  The  order  of  the  coming  of  the  races  seems  to  have  been: 
Scandinavian,  fHnn,  Austrian,  and  Italian;  and  within  the  past  few  years  the 
great  preponderance  of  new  arrivals  has  been  from  southeastern  Europe — 
Servia,  Montenegro,  Bulgaria,  Croatia,  and  neighboring  States. 


THE  FINNS. 

The  Finns  have  played  an  important  part  in  the  development  of  the  mines  of 
the  Lake  Superior  region,  and  they  are  certain  to  remain  an  Important  factor 
in  the  population  of  northern  Minnesota.  An  agricultural  iieople  at  home,  they 
have  been  attracted  to  mining  in  large  numbers  in  the  northern  iron  and 
copper  regions.  Of  the  19,847  foreign-born  Finns  shown  by  the  State  census  of 
1905  to  be  in  Minnesota,  12,076  were  in  St.  Louis  County.  The  remainder  are 
distributed  mainly  in  the  agricultural  districts,  and  even  in  St.  Louis  Ck>unty 
there  is  a  strong  drift  of  this  people  to  the  land. 

They  are  industrious,  sturdy,  and  Intelligent  workers,  ambitious  to  lenm  and 
to  rise.  Next  to  the  Welsh  and  Cornish  men  whose  positions  they  fell  heir  to. 
they  are  regarded  as  the  most  efficient  miners  on  the  ranges.  Their  standard 
of  living  is  higher  than  that  of  the  other  foreign  elements  represented.  They 
are  more  given  to  owning  the  houses  they  live  in  and  are  not  found  in  the 
shacks  and  camps  with  which  others  are  content.  The  young  men  usually  live 
in  commodious,  well-kept  boarding  houses.     Cleanliness  seems  to  be  a  racial 
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characteristic.  Frederiksen,^  writing  of  tlie  home  life  of  his  people,  says  that 
"  every  Finnish  family  has  its  sauna,  or  bathhouse.  It  is  the  first  place  built, 
and  the  family  live  in  it  until  the  rest  of  the  house  is  ready."  Not  every  family 
on  the  range  can  boast  its  private  bathhouse,  but  every  village  has  one  or 
more  public  bathhouses  at  which  hot  vapor  baths  may  be  had.  These  houses 
are  patronized  also  by  others  than  the  Finns. 

The  Finns  are  reported  to  have  qualities  of  initiative,  independence,  self- 
reliance,  and  a  jealous  regard  for  their  rights.  They  are  not  quarrelsome,  but 
are  often  described  by  employers  as  **  stubborn,**  "  not  easily  managed,*'  **  not 
amenable  to  discipline,**  etc.  The  general  impression  is  that  they,  next  to  the 
Scandinavians,  are  the  most  prompt  to  become  naturalized  of  any  of  the  "  for- 
eigners**'   This  is  not  borne  out  by  the  figures  from  the  Oliver  Iron  Mining  Co. 

THE  AU8TRIAN8. 

Numerically  the  most  important  body  of  laborers  on  the  ranges  is  that 
roughly  designated  as  the  "Austrians."  Xot  only  is  the  name  applied  promis- 
cuously to  all  who  hail  from  the  dual  Empire,  of  whatever  race,  but  the  con- 
fusion is  increased  by  the  inclusion  of  the  Bulgarians,  who  are  often  spoken 
of  as  "Black  Austrians.**  The  Servians  and  Montenegrins  are  also  included 
frequently  in  the  same  category.  In  1908,  of  the  employees  of  the  Oliver  Iron 
Mining  Co.,  44.1  per  cent  en  the  Mesiibi  and  52.2  per  cent  on  the  Vermilion 
were  thus  classed  as  Austrians.  By  the  census  of  that  company's  employees. 
May  1,  1907,  nearly  4,800,  out  of  a  total  of  10,139  foreign-bom  employed  by  it 
in  the  Lake  Superior  region,  were  of  the  races  migrating  from  Austria-Hungary. 
Of  these,  however,  only  814  were  Austrians  proper.  By  far  the  largest  racial 
&ctor  in  the  group  was  the  Croatians,  numbering  1,881.  The  Slovenians  came 
next  with  415  and  the  Slovaks  followed  with  359. 

The  Austrians,  using  that  term  to  include  the  races  coming  from  Austrla- 
Hnngary,  are  regarded  by  the  mining  companies  as  the  most  desirable, workers 
next  to  the  Scandinavians  and  Finns.  The  promise  given  by  their  large  frames 
and  muscular  build  of  being  efilcient  workers  is  not,  however,  wholly  borne  out. 
According  to  the  testimony  of  the  mining  companies,  while  very  docile,  they 
lack  the  initiative  of  the  Scandinavians  and  the  Finns,  and  thus  require  a  great 
deal  of  gnpervision.  Even  in  physical  endurance  they  have  not  in  the  mining 
region  proved  the  equal  of  those  races.  This  is  often  explained  by  their  differ- 
ent standard  of  living.  They  live  in  large  numbers  in  camps  near  their  work, 
and  their  fare  consists  largely  of  rye  bread  and  the  cheapest  cuts  of  beef  boiled 
with  vegetables.  The  returns  as  to  conjugal  condition  of  this  class  show  that 
56.6  per  cent  of  them  over  21  years  of  age,  working  for  the  Oliver  Iron  Mining 
Co.,  are  married,  as  compared  with  39.3  per  cent  of  the  Finns  and  56.5^  per 
cent  of  the  Italians.  This  is  contrary  to  the  prevailing  impression  that  a  large 
proportion  of  the  Austrians  are  single  men,  while  the  Finns  are  more  largely 
men  with  families.  The  discrepancy  between  the  statistics  and  the  prevalent 
belief  may  be  explained  by  the  fact  that  many  of  the  Austrians  reporting  as 
married  have  their  families  in  the  old  country  and  live  here  under  the  condi- 
tions of  single  men.  One  also  often  hears  it  said  on  the  range  that  the  Aus- 
trians do  not  seize  the  opportunity  to  become  citizens  so  promptly  as  the  Finns. 
The  data  on  this  point,  supplied  by  the  returns  of  the  Oliver  Iron  Mining  Co., 
while  bearing  out  this  view,  do  not  show  so  marked  a  difl'erence  in  the  two 
nationalities  in  this  respect  as  is  generally  supposed.  Of  the  employees  from 
Anstria-Hungary  who  had  been  In  the  United  States  five  years  and  reported  on 
the  mater,  about  29  per  cent  are  reported  as  naturalized ;  of  the  888  Finns  re- 
porting* on  this  point,  34.9  per  cent  were  naturalized ;  and  31.6  per  cent  of  the 
Italians  so  reported.  One  close  observer  on  the  western  Mesabi  has  found  it 
characteristic  of  the  Austrians  that  they  generally  come  here  with  the  inten- 
tion of  returning  home  to  live  when  their  fortune  Is  made;  but  that  in  very 
many  cases  they  become  dissatisfied  on  their  return  to  the  old  country  and  come 
back  to  America  to  stay — usually  with  a  wife. 

MONTENEGBINS  AND  SERVIANS. 

The  Montenegrins  and  the  Servians  are  grouped  together  industrially.  They 
are  the  most  recent  arrivals  on  the  Mesabi  and  are  generally  regarded  as  the 
least  efficient  element  of  the  mining  population.    There  is  no  way  of  showing 
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accurately  what  their  movement  to  the  Minnesota  ranges  has  been.  They  are 
not  differentiated  in  the  Btate  census  of  1905,  and  it  is  not  likely  any  bad  yet 
come  to  the  ranges  in  1900.  The  Oliver  Iron  Mining  Go.  had  102  Montenegrins 
and  95  Servians  in  its  employ  according  to  its  census  of  May  1,  1907.  During 
the  summer  of  1907  the  number  employed  on  the  ranges  was  largely  increased, 
large  numbers  coming  in  to  break  the  strike  of  that  year.  The  same  is  true  of 
the  Bulgarians.  These  races  live  cheaply,  and  while  they  are  large-framed, 
robust-looking  men  they  are  far  from  efficient  workers.  They  require  much 
supervision  and  do  only  the  rudest  work.  They  live  cheaply  in  shacks  or  camps, 
rarely  having  families  with  them.    They  learn  the  EiUglish  language  slowly. 

The  Chairman.  Mr.  Fitch,  I  started  to  take  up  another  phase  of 
this  situation  as  to  the  labor  conditions  in  Birmingham.  They  em- 
ploy there  both  free  labor  and  convict  labor  ? 

Mr.  Fitch.  In  the  mines ;  yes. 

The  Chairman.  Was  free  labor  and  convict  labor  employed  there 
at  the  time  you  visited  that  section! 

Mr.  Fitch.  Yes. 

Mr.  Re£d.  If  you  will  pardon  my  interruption,  Mr.  Chairman,  I 
made  a  statement  in  reply  to  your  question  the  other  day  that  the 
Tennessee  Coal  &  Iron  Co.  employeq  no  convict  li^bor.  That  state- 
ment was  based  on  the  fact  that  I  had  understood  the  contract  with 
the  Stute  of  Alabama  had  expired  and  was  not  renewed.  I  am  speak- 
ing of  contract  by  which  convict  labor  was  furnished  by  the  State. 
That  is  correct;  but  I  am  told  that  there  are  still  about  300  men 
supplied  to  the  Tennessee  Coal  &  Iron  Co.  by  the  county  authorities 
and  those  men  are  still  working  for  that  company.  That  contract 
when  it  expires,  however,  will  not  be  renewed. 

Mr.  Young.  The  State  convicts  have  ceased  ? 

Mr.  Reed.  They  no  longer  work  for  the  Tennessee  Coal  &  Iron  Co. 

Mr.  Bartlett.  Has  Alabama  recently  changed  its  convict  law? 

Mr.  Reed.  No,  sir;  I  believe  these  convicts  are  turned  over  by  the 
State  to  other  manufacturing  companies. 

Mr.  Young.  Do  you  know  whether  any  of  them  are  working  for 
the  Woodward  Iron  Co.  ? 

Mr.  Reed.  No,  sir;  I  believe  not. 

The  Chairman.  They  are  not. 

Mr.  Young.  They  give  such  marvelously  low  cost,  I  do  not  know 
how  they  get  it. 

The  Chairman.  The  Woodward  Iron  Co.  deserve  greatest  credit 
It  is  situated  there  in  this  nest  of  convict  labor;  has  its  own  mines 
and  does  not  work  a  single  convict  in  them ;  has  its  own  railroad  and 
does  not  work  a  single  convict  on  it;  owns  blast  furnaces  and  not  a 
convict  in  sight.  The  Woodward  iron  people  have  fought  this  fee 
system  and  its  iniquities  tooth  and  nail,  and  are  still  fighting  it. 

Mr.  Bartlett.  The  fee  system — what  do  you  mean? 

The  Chairman.  I  have  a  statement  here  that  that  county  makes 
over  $50,000  out  of  this  purloining,  or  at  least  this  facile  and  tireless 
capture  of  petty  offenders,  and  then  by  a  system  of  taxing  costs  and 
operating  bonds  they  are  turned  over  to  these  companies  to  work.  I 
will  let  the  gentleman  on  the  witness  stand  explain  that,  however, 
rather  than  myself. 

Mr.  Young.  Does  the  State  of  Alabama  permit  that? 

The  Chairman.  I  am  not  protecting  the  State  of  Alabama. 

Mr.  Young.  No;  but  does  the  State  of  Alabama  permit  that? 
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The  Chairman.  Yes,  sir ;  to  its  eternal  shame  it  permits  it  I  do 
not  care  whether  it  is  Alabama,  Maine,  or  Michij?an;  if  I  find  op- 
pression and  wrong  anywhere  I  will  expose  it.  Crime  and  oppres- 
sion have  neither  color  nor  locality,  so  far  as  I  am  concerned. 

Mr.  Bartlett.  I  do  not  know  what  the  Alabama  law  is,  Mr.  Chair- 
man ;  we  will  find  out  about  it 

The  Chairman.  Referring  to  these  county  people,  I  will  ask  you 
to  state  to  the  committee,  Mr.  Fitch,  who  they  are  and  what  they  are ; 
what  brings  them  into  the  clutches  of  the  law,  and  how  they  are  dealt 
with  after  they  pet  into  the  hands  of  the  law  ? 

Mr.  FrroH.  I  have  no  direct  information  as  to  that,  Mr.  Chairman. 
I  did  no|;  investigate  those  conditions  at  all  in  the  Birmingham  dis- 
trict From  general  report  and  from  reading  the  article  which  you 
mentioned  there — — 

Mr.  Bartlett  (interposing).  Whose  article  is  that? 
f  Mr.  Fitch.  An  article  by  Mr.  Shelby  M.  Harrison,  in  the  Survey 

Magazine. 

"Hie  Chairman.  Tou  visited  these  camps? 

Mr.  FrrcH.  No ;  not  the  convict  camps. 

The  Chairman.  Were  you  ever  in  their  quarters? 

Mr.  Fitch.  No.    I  have  visited  the  free  camps  only. 

The  Chairman.  What  conditions  prevailed  there?  Explain  those 
to  the  committee,  tell  us  the  experience  and  incidents  that  occurred, 
and  their  character  of  living,  etc. 

Mr.  Fitch.  The  mining  camps  in  the  Birmingham  district  are 
rather  attractive  as  compared  with  the  mining  camps  of  western 
Fenni^lvania.  ^  The  country  is  rather  picturesque.  The  houses  are 
built  m  a  region  that  was  formerly  wooded,  cut-over  timber  land, 
and  many  trees  are  still  standing.  The  houses  are  desperately  cheap 
iq  construction,  and  are  poor  places  in  which  to  live;  usually  two 
rooms  to  an  apartment,  whether  colored  or  white,  employees  are  sup- 
posed to  live  m  them.  The  apartments  usually  contain  two  rooms, 
whether  for  white  or  colored  employees,  in  the  mining  camps  in  the 
Birmingham  district. 

Mr.  Bartlett.  Log  houses? 

Mr.  Fitch.  I  believe  there  are  some  log  houses,  but  for  the  most 
part  they  are  boards. 

Mr.  Bartlett.  Made  with  a  room  on  each  side  and  a  passage  be- 
tween, or  something  of  that  sort  ? 

Mr.  Fitch.  Usudly  a  double  house;  two  doorb  at  the  front,  a  little 
\        porch,  and  each  door  opening  directly  into  one  room  and  another 
room  back  of  that,  and  in  those  two  rooms  the  family  lives. 

Mr.  Young.  Only  a  one-story  building? 

Mr.  FrroH.  Yes. 

Mr.  Bartlett.  Is  there  a  chimney  to  each  room,  or  between  the 
two? 

Mr.  FrrcH.  My  impression  is  there  is  a  chimney  between  the  two, 
though  I  have  ooserved  these  houses  only  from  the  outside.  I  have 
never  been  in  them. 

Mr.  Bartlett.  The  two  rooms  are  not  built  with  a  passageway  be- 
tween the  two? 

Mr.  FrroH,  No. 
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Mr.  Barxlett.  They  are  joined  together  with  a  chimney  in  the  cen- 
ter and  a  porch  in  front? 
Mr.  Fitch.  I  think  that  is  correct. 

Mr.  Bartlett.  With  a  door  into  each  room,  opening  onto  the 
porch  ? 

Mr.  FiTCH.  Yes.  There  are  usually  two  villages  in  each  of  these 
camps;  at  any  rate,  a  line  of  demarcation  on  one  side  of  which  live 
the  colored  employees  and  on  the  other  side  of  which  live  the  white 
employees. 

Mr.  Bartlett.  May  I  ask  right  there  if  those  two  rooms  are  ^n- 
erally  occupied  by  one  family ,  or  two  rooms  furnished  to  on§  family? 

Mr.  Fitch.  Yes.  The  houses  are  very  much  the  same  on  either 
side  of  this  line. 

I  am  describing  now  the  typical  mining  camp.  There  is  a  move- 
ment toward  a  better  camp,  with  respect  to  houses,  in  the  district. 

The  Chairman.  I  am  not  quite  sure  about  this — it  may  have  been 
Mr.  Harrison  or  some  other  gentleman  who  investigatea  this  ques- 
tion, but  I  have  the  impression  that  you  have  this  information.  Do 
you  know  why  convict  labor  has  been  utilized  and  what  the  em- 
ployers consider  its  peculiar  advantage? 

Mr.  Fitch.  One  peculiar  advantage  that  the  employers  admit  ex- 
ists is  that  it  gives  them  a  club  over  organized  labor.  Whenever 
there  is  a  strike,  the  convict  mines  go  on  turning  out  coal  regularly. 
While  the  proportion  of  convict  labor  to  free  labor  is  rather  small — 
I  do  not  Imow  what  it  is,  but  it  is  small — quite  a  large  amount  of 
coal  is  turned  out  which  can  be  used  in  the  operation  of  the  mills  and 
furnaces  in  the  district. 

I  want  to  say  further  in  regard  to  these  camps  that  a  peculiar  situ- 
ation exists  there.  The  land  is  owned  by  the  mining  company;  the 
houses  are  owned  by  the  mining  company.  The  villages  are  not 
incorporated.  The  whole  thins  is  private  property.  There  is 
nothing  unusual  about  that,  so  far  as  Alabama  is  concerned.  The 
same  situation  exists  in  practically  all  the  mining  districts  of  the 
country.  There  is  no  municipal  government.  The  law  is  represented 
by  a  deputy  sheriff  in  each  camp. 

The  Chairman.  Who  employs  him? 

Mr.  Fitch.  My  understanding  is  that  the  deputy  sheriff,  of  course, 
is  deputized  by  the  sheriff  of  the  county  and  represents  the  law,  but 
is  paid  by  the  compdny.  As  the  result  of  that,  he  considers  himself 
an  employee  of  the  company,  rather  than  a  representative  of  the 
public,  and  does  generally  what  the  company  tells  him  to  do. 

Mr.  Bartlett.  Just  like  a  policeman  on  the  crossings  here  in  the 
District  of  Columbia,  who  is  clesignated  by  the  District  of  Columbia, 
and  whose  wages  are  paid  by  the  street  railroad  companies  t 

Mr.  Fitch.  I  am  not  familiar  with  that  situation ;  but  that  is  the 
fact. 

The  effect  of  that  is  that  the  deputy  sheriff  is  a  guard  rather  than 
a  peace  officer.  He  watches  the  roads  coming  into  tne  camps,  observ- 
inj^  the  people  who  come  in,  and  if  they  are  strangers  to  him  he  in- 
(juires  their  business.  He  carries  a  gun  with  him.  and  if  a  stranger 
is  unable  to  explain  himself  satisfactorily  to  the  aeputy  sheriff  he  is 
asked  to  move  out. 

The  Chairman.  Do  you  know  that  to  be  true? 
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Mr.  .FiTCH«  I  knoiY  it  from  personal  eiperience,  beca,u$e  I  was 
asked  to  move  out.  I  went  into  a  mining  camp — in  fact,  I  went  into 
several  with  a  kodak  in  my  hand,  taking  pictures  of  the  hpuse^  and 
walking  through  the  streets,  holding  conversations  here  and  there, 
wherever  I  met  a  miner  or  a  member  of  a  miner's  family,  and  I  was 
met  in  one  camp  by  a  deputy  sheriff,  who  asked  ipe  mv  business.  I 
told  him  what  it  was,  and  gave  him  my  card  and  explained  what  I 
wa$  doing. 

Mr.  Young.  Just  state  right  there  what  you  told  him  you  were 
doing. 

Mr.  FrrcH.  I  said  to  him  that  I  represented  a  magazine  and  I  ex- 
pected to  write  of  conditions  I  found  in  the  district,  and  I  was  walk- 
ing through  there  to  satisfy  myself  as  to  the  actual  physical  condi- 
tions that  prevailed,  and  that  I  talked  with  people  there  for  the  pur- 
po^.of  finding  out  how  much  rent  they  paid,  what  was  the  source  of 
the  water  supply,  the  condition  of  the  water,  and  so  on.  He  said  that 
might  be  all  true,  but  nevertheless  I  would  have  to  get  out  of  the 
camp,  because  he  did  not  know  me.  He  said  that  he  was  there  to 
keep  out  of  the  camp  people  he  did  not  know,  and  that  he  had  recently 
gotten  into  trouble  with  his  boss  because  he  ha'd  been  letting  people 
whom  he  did  not  know  come  into  the  camp.  I  asked  him  why  he  was 
suspicious  of  people  he  did  not  know.    He  said  that  he  was 

The  Chaibman  (interposing).  Is  that  a  town  you  were  in?  Were 
you  on  the  public  street  ? 

Mr.  FrrcH.  NcA  a  public  street,  but  an  open  street. 

The  Chairman.  An  open  road  ? 

Mr,  FrrcH.  Yes.    In  this  town  probably  600  people  lived.   • 

Mr.  YouNO.  All  on  private  property  ? 

Mr.  FrroH.  Yes. 

Mr.  YouNo.  Boads  and  all  ? 

Mr.  FrroH.  Yes, 

Mr.  Bartlbtt.  No  incorporation  and  no  municipality? 

Bffr.  FrrcH.  No.  He  said  he  was  looking  fw  labor  organizers  and 
employers  of  labor,  who  might  be  trying  to  take  their  miners  away 
and  out  of  the  district. 

In  this  connection,  there  is  a  law  in  Alabama  which  prohibits  the 
contracting  of  labor  to  take  out  of  the  State,  so  that  labar  agents 
are  sometimes  arrested  and  confined  in  Alabama  on  account  of  at- 
tempting to  do  that. 

Mr.  IIartlett.  We  have  the  same  law  in  Georgia,  which  has  been 
upheld  by  the  Supreme  Court  of  the  United  States. 

Mr.  Fitch.  TTes ;  a  number  of  States  have  that  law-  At  the  time 
I  went  into  thie  camp,  the  mines  had  just  been  shut  do^^n — many  of 
the  mines  in  the  district  Most  of  them  were  operating  with  fewer 
miners  than  usual,  and  many  miners  were  out  of  work.  The  effect 
of  the  whole  situation  was  then  that  if  I  had  been  an  employer  of 
labor  the  guard  was  there  to  keep  the  men  who  were  out  of  work 
away  frmn  a  jc^. 

Mr.  Young.  This  is  the  converse  of  the  contract-labor  law  ? 

Mr»  FixcH.  Yes. 

Mr.  Yov^o.  They  trj^  to  prevent  men  who  are  citizens  getting 
employment  somewhere  else  ? 

Mr.  FrrcH.  Yes.    If  conditions  there  had  been  bad 
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The  Chairman  (interposing).  Did  you  go  to  any  other  town? 

Mr.  Fitch.  I  had  a  somewhat  similar  experience  in  another  town, 
though  the  deputy  finally  agreed  that  I  could  stay  if  I  did  not  com- 
mit any  fla^ant  breaches  of  the  peace,  and  he  followed  me  abont  to 
see  that  I  did  not. 

I  want  to  point  out  another  thing  in  that  connection.  If  conditions 
in  these  towns  had  been  bad,  if  wages  had  been  low  and  hours  long, 
and  a  representative  of  organized  labor  hud  come  in  to  explain  to 
the  men  now  the  miners  in  Illinois  and  certain  districts  in  Pennsyl- 
vania got  an  ei^ht-hour  day  by  organizing  and  standing  together 
and  asking  for  it,  and  got  their  wages  raised  by  organizing  and 
standing  together  and  asking  for  it,  that  man  would  have  been 
thrown  out,  too.  This  representative  of  the  law  was  there  to  keep 
the  miner  from  knowing,  if  he  could  prevent  it,  of  ways  to  better 
his  condition. 

Mr.  Reed.  You  are  not  speaking  now  particularly  of  the  towns 
operated  by  the  Tennessee  Coal  &  &on  Co.,  are  you,  Mr.  Fitch  ?  ^ 

Mr.  Fitch.  The  incidents  that  I  am  relating  did  not  occur  in  a 
Tennessee  camp.  I  was  told  by  the  deputy,  however,  particularly — 
I  was  warned  oy  him^— to  be  careful  about  certain  Tennessee  camps, 
because  he  said  the  deputies  in  those  camps  would*  not  bother  with 
me  as  long  as  he  had  done. 

I  also  submitted  a  statement  similar  to  that  to  officials  of  the 
Tennessee  Coal  &  Iron  Co.  and  was  not  corrected  in  regard  to  it. 

The  Chairman.  How  was  that  ? 

Mr.  Fitch.  I  submitted  a  statement  in  an  article  I  wrote,  some- 
what similar  to  that,  to  the  officials  of  the  Tennessee  Coal  &  Iron  Co. 
and  was  not  asked  to  change  it. 

The  Chairman.  Do  you  know  whether  they  rent  these  properties 
in  such  a  way  that  there  is  any  understanding  as  to  a  man's  rights 
to  have  visitors  come  and  see  nim  or  a  right  to  have  persons  m>m 
abroad  come  on  his  premises  without  any  supervision  by  anybody 
elset 

Mr.  Fitch.  I  was  told  that  in  certain  cases  there  are  leases  signed 
by  the  miner  who  occupies  the  house — ^that  is,  there  are  clauses  in 
those  leases  in  certain  cases  giving  the  company  the  right  to  decide, 
upon  notice,  and  in  some  cases  witnout  notice,  who  may  come  in  and 
wno  may  go  out  of  the  town.  In  other  words,  there  is  a  censorship 
that  is  provided  for  upon  guests  that  a  man  may  receive. 

Mr.  Young.  Did  you  see  any  of  those  leases? 

Mr.  FrrcH.  I  did  not. 

The  Chairman.  Does  that  condition  prevail  in  the  buildings  of 
the  Steel  Corporation? 

Mr.  Fitch.  I  was  told  that  that  condition  did  prevail  there. 

The  Chairman.  How  many  hours  a  day  do  those  miners  work? 

Mr.  Fitch.  Ten  hours,  upon  the  average. 

Mr.  Reed.  Mr.  Fitch,  how  do  the  housing  conditions  of  the  Tennes- 
see em^oyees  compare  with  those  of  other  companies? 

Mr.  Fitch.  I  had  intended  to  speak  of  that,  and  was  drawn  into 
something  else. 

The  Tennessee  Coal  &  Iron  Co.,  in  this  movement  toward  better- 
ing the  housing  conditions  in  the  district,  is  leading  all  the  other 
companies,  and  has  several  new  camps  which  are  oetter  than  any 
•ther  camps  which  I  saw  ther^.    There  is  a  movement  in  the  district 
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to  improve  these  conditions.  Many  of  the  leading  coal  companies 
are  participating  in  that  movement — ^the  Woodward  Iron  Co.,  the 
Repifbl^c  Iron  &  Steel  Co.,  and  the  Pratt  Consolidated  Co.  occur  to 
me  especially  as  examples  of  companies  that  are  moving  toward  a 
better  condition  in  their  mining  camps. 

The  Alabama  »Coal  Operators'  Association,  which  is  practically  a 
Birmingham  association,  recently  has  ^nployed  a  sanitary  engineer 
to  make  an  examination  of  their  camps  and  make  recommendations 
as  to  imnroyements  in  them. 

I  would  like  to  say  also  that  the  Alabama  Coal  Operators'  Asso- 
ciation have  fought  strenuously  the  fee  system  which  you  have  men- 
tioned, Mr.  Chairman,  and  that  they  have  gone  to  the  legislature  at 
Montgomery  and  urged  the  passage  of  a  bill  that  would  abolish  it. 

Mr.  Baktlett.  That  is  a  pretty  general  movement  wherever  the 
fee  system  prevails,  I  think,  Mr.  Fitch,  down  in  that  country.  I 
know  the  legislature  of  my  State  have  had  up  a  movement  for 
putting  officers  in  criminal  cases  on  a  different  basis  than  the  fee 
basis. 

The  Chairman.  It  is  an  abominable  practice. 

Mr.  Bartlett.  You  did  not  get  an  opportunity  to  examine  into 
the  conditions  of  the  mining  camps,  did  you,  Mr.  Fitch  ? 

Mr.  FrrcH.  I  went  into  a  number  of  camps. 
-    Mr.  Bartlett.  I  meant  at  the  places  where  you  met  this  officer? 
Did  you  leave  or  did  you  remain? 

Mr.  FrrcH.  I  left. 

Mr.  Bartlett.  You  did  not  make  an  investigation  there  ? 

Mr.  FncH.  No. 

Mr.  Bartlett.  Do  you  suppose  you  could  have  got  permission 
if  yoa  had  applied? 

Mr.  Fitch.  Yes;  I  am  sure  I  could  have  gotten  permission. 

Mr.  Bartlett.  You  made  no  effort  to  do  that  ? 
«  Mr.  Fitch.  I  made  no  effort,  because  I  resented  the  requirement 
of  a  pass  to  practicallv  a  municipaUtv,  and  more  than  that,  I  secured 
an  admission  from  the  president  ox  one  of  the  leading  coal  com- 
panies of  Birmingham  that  he  knew  it  to  be  illegal  to  keep  people 
from  walking  upon  those  streets,  and  that  his  company  had  recently 
paid  $500  damages  to  a  man  who  had  been  arrested  for  trespass 
upon  the  street  of  his  town. 

I  went  into  a  number  of  camps  regardless  of  deputy  sheriffs.  I  do 
not  know  whether  they  were  napping,  but  I  seemed  to  avoid  them. 
In  other  cases  I  went  into  the  camps  with  officials  of  the  company, 
so  tiie  question  of  a  pass  did  not  arise.  But  I  should  have  resented 
the  use  of  a  pass,  ana  if  one  had  been  offered  to  me  I  think  I  should 
have  refused  to  present  it  to  any  official. 

'Mr.  Seed.  You  never  were  molested  in  any  camp  of  the  Tennessee 
Co.  in  any  way,  were  you? 

Mr.  FrrcH.  I  have  not  been  in  any  Tennessee  camp  except  as  a 
gaest  of  the  Tennessee  Co. 

Mr.  Bartlett.  Was  this  place  where  you  were  denied  the  right  to 
remain  and  make  vour  investigation  a  place  where  they  employed 
white  or  colored  labor? 

Mr.  FrrcH.  Both. 
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Mr.  Bartlbtt.  The  fee  system  you  speak  of  is  where  the  prosecut- 
ing offl<»rs,  the  sheriffs  and  otfafer^  who  are  officers  of  tibe  court 
before  which  parties  charged  with  criminal  offenses  are  trie^L  ^^ 
permitted  or  required  to  obtain  the  costs  of  the  prosecution,  wiicn  the 
defendant  is  convicted^  from  the  fine  imposed  on  the  convicted  party. 
That  is  the  system,  is  it  not! 

Mr.  FrrcH.  I  am  not  familiar  with  that  side  of  ttie  matter  at  alL 
As  I  say,  I  did  not  investigate  it.  I  believe  Mr.  Harrisoii  is  to  come 
before  the  committee,  and  he  knows  about  that. 

Mr.  Bartlett.  The  only  connection  that  the  convict  at  tbe  mining 
camt)  would  have  with  it  would  be  this — ^I  do  not  know  what  the 
Alabama  law  is — that  they  are  permitted  to  hire  the  convict  out'  to 
mine  owners  at  a  certain  price,  and  that  monev  is  appropriated  to  the 
payment  of  these  costs  and  fines.  I  suppose  that  is  the  usual  way.  I 
do  not  know  whether  that  is  the  Alabama  la\^  ^  not 

Mr.  FrrcH.  That,  I  suppose,  is  the  case,  uf  course,  there  are  a 
great  many  offenders  who  are  in  for  a  considerable  term^^ho  are 
serving  out  not  their  costs,  but  a  term  of  imprisonment  The  State 
of  Alsmama  is  makini^  money  off  those. 

Mr.  Bartlett.  That  is  a  law  which  they  have  abolished  and  which 
Georgia  did  abolisb  ? 

Mr.  Fitch.  Yes. 

Mr.  YouNO.  Let  us  go  back  to  Pittsburgh  a  moment.  ^  I  understand 
you  to  say  that  many  of  these  immigrants  came  over  with  the  id^  of* 
making  a  stake  and  going  home.    Is  that  correct? 

Mr.  Fitch.  Yes. 

Mr.  Young.  Do  you  know  whether  they  do  that  to  a  considerable 
extent  or  not? 

Mr.  FrrcH.  I  think  the  immigration  records  show  that  they  do. 

Mr.  Young.  Then  do  a  portion  of  them  remain  here  and  giradtially 
improve  their  condition  and  get  into  better-paying  oocupiltions  and 
send  and  bring  their  families  here? 

Mr.  Fitch.  I  think  so. 

Mr.  Young.  So  a  good  many  of  them  become  permanent  residents 
and  live  with  their  families? 

Mr.  Fitch.  Yes j  eventually. 

Mr.  Young.  This  has  be^n  common  in  the  whole  history  of  immi- 
gration to  this  country,  even  from  the  ndrthern  races,  has  it  not — Uiat 
a  man  would  come  over  here,  earn  a  little  money,  and  later  send  back 
for  his  family  ? 

Mr.  Fitch.  I  think  the  immigration  records  show  tliat  the  older 
immigration  came  very  largely  as  families,  and  the  newer  immigra- 
tion IS  coming  very  largely  as  single  men.  Tliere  is  a  very  great 
distinction  in  that  respect  Of  coui*se,  single  men  of  the  older  isnmi- 
gration  came  over  alone,  as  did  the  married  men  who  had  left  their 
families;  but  the  proportion  of  families  coming  over  toge^er  with 
the  older  immigration  was  very  high  and  in  thi  newer  immigration 
is  very  low.  * 

Mr.  Young.  That  is  true;  but  it  is  true  also  that  at  least  for  20 
years  it  has  been  a  very  common  thing  lor  a  man  to  come  oter  here, 
periiaps  marriedj  perhaps  not;  if  mamed,  after  he  got  a  little  money 
he  sent  for  his  wife  and  children ;  if  unmarried,  h^  Smt  f Or  his  sisteR 
or  brothers  and  brought  them  over  here. 
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Mr.  Fitch.  That  has  been  true  to  a  certain  extent  throughout  the 
historv  of  immi^ation.  It  has  been  true  for  more  than  20  years 
that  tne  proportion  of  single  men  coming  over  has  been  verj  much 
higher  than  the  proportion  prior  to  that  time.  The  Immi^ation 
Commission  ^ves  the  date  of  1883  as  the  date  of  the  beginning  of 
what  they  cafl  the  new  immigration. 

Mr.  YouKG.  Immigration  from  the  south  ? 

Mr.  FrrcH.  From  southern  Europe;  yes. 

Mr.  Young.  So,  notwithstanding  the  conditions  as  you  have  found 
them  at  Pittsburgh,  considerable  numbers  of  these  people  steadily 
improve  their  condition,  find  it  better,  at  least,  than  it  was  in  the  old 
country  from  which  they  came,  and  gradually  brin^  over  these  fami- 
lies, and  the  second  generation  starts  out  on  a  higher  standard  of 
living  than  their  fathers? 

Mr.  FrrcH.  I  think  that  is  true,  in  so  far  as  there  is  a  second  gen- 
eration. 

Mr.  YouKG.  So  that,  however  bad  the  situation  may  be  in  your 
opinion  as  the  facts  disclose,  it  is  one  that  has  a  hopeful  side  to  it, 
after  all  t 

Mr.  FrrcH.  I  would  hardly  say  there  is  a  hopeful  side  merely  be- 
cause men  who  are  now  coming  are  still  able  to  better  their  condi- 
tion. It  has  a  very  dark  side,  because  the  number  of  immigrants 
coming  yearly  is  so  great  that  the  proportion  of  unemployed  is  be- 
coming itlso  greater.  It  is  becoming  less  and  less  possible  for  the 
jobs  to  go  around ;  so  that  if  there  is  no  barrier  placed  to  the  immigra- 
tion that  is  coming  now,  I  can  foresee  a  time  when  conditions  in  this 
country  will  sink  to  the  European  level.  Then  immigration  will 
stop,  because  there  will  be  no  advantage. 

Mr.  Young.  You  do  not  think  they  nave  done  that  yet? 

Mr.  FrrcH.  Not  at  all. 

Mr.  Young.  Did  you  make  any  investigation  at  Pittsburgh  as  to 
whether  these  employees  at  common  labor  were  saving  any  money 
and  depositing  it  m  saving  banks? 

Mr.  FrrcH.  I  made  no  inquiry  as  to  that.  I  know  that  many  of 
them  are,  however. 

Mr.  Young.  You  know  what? 

Mr.  FrpcH.  I  know  many  of  them  are  doing  that. 

Mr.  Young.  Do  you  know  whether  they  are  making  other  invest- 
ments? 

Mr.  FrrcH.  Occasionally  I  heard  of  a  man  who  was  making  other 
investments. 

Mr.  Young.  Among  the  men  employed  as  common  laborers? 

Mr.  FrrcH.  That  statement  was  made  to  me.  I  never  have  talked 
with  a  common  laborer  who  was  making  other  investments.  I  am 
told  that  that  is  the  case. 

Mr.  Young.  Of  course,  much  of  this  information  you  have  given 
us  iis  as  to  matters  y<ju  learned  from  conversation.  For  instance,  you 
were  told  that  in  the  Tennessee  Coal  &  Iron  Co.  mines  you  would 
fare  worse  thian  you  did  where  you  were  ? 

Mr.  FrrcH.  I  had  rather  more  direct  information  than  that  that 
would  tend  to  support  my  statement,  which  I  am  not  at  liberty  to 
state. 

Mr.  Young.  I  am  not  finding  any  fault  with  your  stating  matters 
that  you  were  told. 


2946  UNITED   STATES   STBEL  CORPORATION. 

Mr.  FiTOH.  I  understand. 

Mr.  Young.  But  all  through  your  examination  a  portion  of  the 
facts  were  matters  that  you  learned  in  that  way  and  not  through 
actual  observation? 

Mr.  Fitch.  When  I  spesk  of  conditions  of  labor,  I  am  telling  what 
the  men  have  told  me  who  are  experiencing  those  conditions. 

Mr.  Young.  And  what  you  have  seen  also? 

Mr.  FrroH.  Yes. 

You  have  asked  me  about  investments,  and  the  rumors  that  have 
eome  to  me  as  to  some  indefinite  person,  not  named,  who  has  made  an 
investment,  are  a  very  much  more  remote  thing  than  the  other  infor- 
mation I  have  riven  you. 

Mr.  Young.  You  made  no  special  inquiry  into  that  subject? 

Mr.  FiTCH.  No. 

Mr.  Young.  You  did  not  try  to  ascertain  as  to  the  fact,  except  as 
it  came  along  incidentally  ? 

Mr.  FrrcH.  That  is  true. 

Mr.  Young.  To  sum  it  all  up,  I  understand  that  the  purpose  of 
your  investigation  was  to  find  the  actual  condition  of  these  men  as 
they  lived  in  their  homes  or  boarding  houses  or  places  of  abode,  the 
wages  they  received,  etc  That  is  what  your  investigation  intended  to 
include? 

Mr.  Fitch.  My  investigation  intended  to  include  chiefly  the  work- 
ing conditions  and  not  living  conditions.  I  have  tried  to  make  it 
clear  that  I  have  not  investigated  living  conditions  to  anything  like 
the  extent  I  have  investigated  the  working  conditions.  I  have  been 
in  the  homes  of  quite  a  number  of  common  laborers,  but  almost  inci- 
dentally, I  might  say.  I  went  repeatedlv,  again  and  again,  into  the 
mills  and  earnestly  sought  for  men  in  the  mills  and  in  their  homes 
who  would  tell  me  about  working  conditions;  so  that  that  was  the 
main  thing  in  my  investigation. 

Mr.  Young.  That  is  all. 

Mr.  Beaix.  Have  you,  Mr.  Fitch,  ever  made  any  investigation  your- 
self  or  made  a  study  of  the  question  from  authoritative  sources  as  to 
the  conditions  prevailing  in  other  countries  in  this  industry? 

Mr.  Fitch.  No.    In  this  industry  ? 

Mr.  Bball.  Yes. 

Mr.  FrrcH.  I  have  made  some  inquiry  as  to  conditions  in  England 
and  some  little  as  to  conditions  in  Grermany. 

Mr.  Beall.  What  has  been  the  result  of  that  inquiry,  both  as  to 
character  of  labor  and  time  of  labor,  and  mode  or  living  of  those 
engaged  in  the  industry? 

Mr.  FiTCH.  I  am  unable  to  give  you  information  as  to  all  of  that. 
From  what  I  have  been  able  to  learn,  working  conditions  in  Germany 
are  very  similar  to  those  in  this  country.  I  ^ould  naturally  suppose 
that  the  working  force  is  more  homogeneous,  lApre  a  native  proauet 
than  labor  force  in  this  country,  though  I  have  no  information  on 
that.  I  should  expect  the  same  to  be  true  of  the  labor  force  in  Eng- 
land. 

I  know  nothing  as  to  how  they  live  in  either  country.  In  England 
I  have  secured  rather  more  direct  informaticm,  so  that  I  know  the 
hours  of  labor  are  to  a  considerable  degree  shorter  in  the  iron  and 
steel  industry  than  in  this  country. 
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The  Chairman,  Is  labor  more  continuously  employed  there  ( 

Mr.  FiTGH.  I  could  not  say  as  to  that. 

The  Chairman.  How  do  you  account  for  this  very  great  uneven- 
ness  of  employment?    These  jobs  seem  to  be  ephemeral f 

Mr.  FrrcH.  As  I  said  yesterday,  I  think  it  is  due  to  some  extent, 
to  a  sreat  extent  perhaps,  to  the  increase  in  capacity  of  our  plants 
and  Vie  overbuildmg  oi  plants.  I  do  not  wish  to  be  understood  as 
criticizing  that  policy  as  being  one  intended  to  bring  about  such  re- 
sults. That,  I  judge,  is  due  very  largely  to  oyerhopefulness  that  re- 
sulted from  the  boom  times  of  1906  and  1907.  Gary,  for  example, 
was  planned  before  that,  and  was  built  during  that  period,  and  there 
was  great  expansion  during  all  that  period.  Plans  were  made  for 
new  plants  and  the  building  of  them  had  started.  That  building  has 
gone  on  since  then.  The  capacity  of  the  country  was  very  much  greater 
than  it  would  have  been  if  it  had  been  known  the  panic  was  to  come. 
That  hopefulness  was  based  in  great  degree,  however,  upon  the  ex- 
pectation of  securing  a  foreign  market,  and  no  one  hoped,  I  am  quite 
sure,  or  expected  that  for  many  years  the  demand  m  this  country 
would  be  sufficient  to  keep  the  mills  running.  They  expected  to  se- 
cure a  foreign  market. 

It  appeals  to  me  as  a  very  novel  situation — a  situation  very  difficult 
to  deal  with — ^that  we  are  building  plants  beyond  our  capacity,  that 
we  are  bringing  in  foreign  laborers  and  manning  these  plants  as  if 
they  were  to  be  worked  to  capacity,  and  then  that  we  are  obliged  to 
maintain  conditions  similar  to  conditions  in  Germany  because  we 
must  do  that  in  order  to  compete  with  Germany  for  the  foreign 
markets  in  order  to  keep  these  mills  running.  So  we  have  a  contfn- 
uous  circle  here  and  you  can  not  stop  it  anywhere.  We  must  have  the 
foreign  market  in  order  to  keep  the  mills  running.  We  must  keep  the 
12-hour  day  in  order  to  make  it  possible  to  sell  steel  at  a  rate  that 
will  enable  us  to  get  that  foreign  market.  And  we  are  constantly 
bringing  in  foreign  laborers,  to  become  in  six  months  American 
wor&nen,  who  must  be  protected  against  the  aggressions  of  the  for- 
eign manufacturers. 

Mr.  Young.  You  have  spoken  twice  of  bringing  in  foreign  labor. 
Do  you  know  that  the  Steel  Corporation,  for  instance,  is  sending  in- 
ducements out  to  these  men  to  come  here ;  that  they  are  bringing  them 
over  either  in  violation  of  the  contract  labor  law  or  by  some  induce- 
ment that  gets  around  it? 

Mr.  FrrcH.  No;  I  do  not  think  the  Steel  Coi'poration  is  doing  that. 
I  used  the  expression  loosely. 

We  are  permitting  these  men  to  come,  and  having  come  we  seem 
to  tiiink  it  is  incuml^nt  upon  us  to  keep  them  employed  at  any  cost, 
and  that  we  must  allow  a  12-hour  day  and  other  unjust  conditions 
to  continue  in  order  that  American  labor  may  be  employed,  which, 
after  all,  is  not  American  labor,  and  which  is  suffering  because  a 
short  time  ago  it  was  foreign  labor,  and  because  the  supply  of  foreign 
labor  is  constantly  increasing.  If  we  could  stop  this  circle  somewhere 
and  give  American  labor  a  chance  to  catch  up — stop  immigration 
until  there  were  jobs  enough  to  go  around  and  pay  no  attention  to 
foreign  markets — then  we  might  possibly  have  better  conditions  in 
this  country,  based  upon  competition  between  companies  instead  of 
competition  between  countries. 
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Mr.  Danforth.  Do  you  think  native-born  Americans  ih&ce  would 
do  this  kind  of  manual  labor  in  blast  furnaces  that  imporled  labor 
does,  if  the  imported  labor  were  not  there?  * 

Mr.  Fitch,  i  do  not  know  as  to  that,  but  now  we  have  more  foreign 
laborers  than  are  neoessar^  to  run  these  furnaces.  I  think  we  have 
a  responsibility  to  these  men  because  we  have  let  them  come.  I 
wouid  recommend  stopping  this  stream  for  a  while,  until  we  can 
properly  take  care  of  tnese'  men. 

Mi*.  Dakforth.  lliat  is  a  question  of  regulating  inmiigrationf 

Mr.  FrroH.  Yes.  ' 

Mr.  Danforth.  And  not  regulation  of  the  steel  business  ? 

Mr.  FrrcH.  No.  ,  *  ^ 

Mr.  Danborth.  I  do  not  know  whether  you  have  covered  this  mat- 
ter or  not — I  was  unfortunately  absent  this  nioriiirig— but  it  oc- 
curred to  me  yesterday,  when  you  were  discussing  the  i^ock-purdias- 
ing  plan  under  which  the  emplojyees  of  the  Steel  Corporation  can 
subscribe  for  stock,  that  you  objected  to  the  scheme  of  depriving 
these  men  of  their  liberty^  holding  them  in  restraint,  and  being  an 
added  preventive  against  their  exercising  their  right  of  free  speech 
and  free  organization;  and  you  seemed  td  think,  as 'I  understood  700, 
that  this  dividend  of  $5  per  year  extra  might  be  taken  away  nom 
them  unjustly,  even  though  it  had  been  accruing  for  the  five  years! 

Mr.  Fitch.  It  is  possible  at  any  time  to  hold  that  ba(*  and  not 
pay  it. 

Mr.  Dakforth.  That  was  one  of  your  reasons  against  the  plan? 

Mr.  Fitch.  Yes. 

Mr.  Danforth.  And  one  of  your  reasons  for  disapproving  it? 

Mr.  FrrcH.  Yes. 

Mr.  Danforth.  Do  you  know  of  any  case  where  the  $5  or  the  $25 
divided  for  five  years  has  been  retailed  or  kept  back  from  these 
employee  subscribers  of  stock,  under  circumstances  which  appeared 
to  you  to  be  unjust? 

Mr.  Fitch.  No ;  so  far  as  I  know,  it  never  has  been  kept  back. 

Mr.  Danforth.  Then  you  are  objecting  t6  the  thtory  of  the 
scheme? 

Mr.  Fitch.  Exactly. 

Mr.  Danforth.  If  you  were  going  to  organize  a  steel  corporation, 
or  if  you  were  going  to  manage  the  Steel  Gorporatioli  now  it  is  or- 
ganized, you  would  have  some  other  scheme. 

Mr.  Fitch.  If  I  were  embarking  upon  a  scheme  that  I  called 
profit-sharing  I  would  try  to  have  it  on  such  a  basis  that  the  em- 
ployee would  have  a  right  to  his  profits  because  he  is  anployed  there, 
and  it  could  not  be  taken  away  from  him  because  he  had  done  some- 
thing that  might  seem  to  the  manager  to  be  ihimical  to  the  interests 
of  the  company. 

Mr.  Dani-x>rth.  You  do  not  know  of  any  individual  cases  you 
could  cite  where  it  has  been  unjustly  retained? 

Mr.  FrrcH.  No.;  the  employees  are  hot  independent  men.  They 
do  not  protest.  They  do  not  do  these  disloyal  things  that  I  think  are 
intended  in  that  resolution  or  in  the  rule,  where  it  says  absblutely 

Mr.  Danforth  (interposing).  They  do  get  their  $261 

Mr.  Fitch.  They  do  get  their  $25,  those  who  afe  able  to  buy  stiodk. 
I  said  it  was  not  a  pront-sharing  scheme.     Nobody  can  get  tiiis  flS& 
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who  is  not  able  to  buy  stock.  A  profit-sharing  scheme  should  inchide 
an  the  employees.  ' 

Mr.  DAKFoirrH.  You  would  hardly  expect  a  corporation  to  give  an 
opportunity  to  buy  stock  below  market  price  and  earning  whatever 
the  regular  dividends  are,  and  in  additiofn  to  receive  ^5  per  year  j?or 
five  years  if  the  men  were  not  loyal  to  the  emplojmient,  woiiid  you  f 
That  sifts  down  to  a  difference  of  opinion  between  yoU  and  the  mkn- 
a^rs  of  this  corporation  as  lo  what  is  a  reasonable  profit-sharing 
scheme. 

Mr.  FrrcH.  I  would  not  say  that,  because  if  I  could  discuss  what 
is  a  profit-sharing  scheme  wiui  the  managers  of  this  corporation  for 
a  Bttle  While  I  think  we  could  agree  that  this  stock-isstiing  plan  is 
not  a  profit-sharing  proposition  at  all.  It  is  a  misnomer  to  call  it 
that.  It  is  a  Scheme  for  selling  stock  at  a  low  rate,  and  it  id  a  very 
^obd.  form  of  investment,  except  when  a  man  once  embarks  upon  it, 
if  he  wants  to  take  advantage  of  these  remarkable  earnings  on  nis  in- 
vestment, he  knows  that  he  must  be  loyal.  He  knows  m^n  have  been 
discharged  for  protecting  against  conditions  that  they  considered 
unjust.  He  knows  that  Siat  is  quite  widely  felt  in  the  corporation 
to  be  an  act  of  disloyalty 

Mr.  Danforth  (interposing).  You  would  not  expect  the  disloyal 
employees  of  any  employer  to  receive  anything  beyond  their  day's 
wages,  would  you,  on  any  scheme  ? 

Mr.  FrrcH. '  That  raises  a  question  as  to  what  is  a  disloyal  em- 
ployee. 

As  regards  profit  sharing,  however,  there  is  a  man  named  Nelson, 
who  maintains  a  concern  at  Le  Clair,  111.'  He  has  a  profit-sharing 
plan.  His  employees  have  a  right  to  the  profits.  His  employees  have 
struck  twice  smce  the  profit-sharing  schetne  went  into  effect  and  have 
not  been  deprived  of  their  profits. 

Mr.  Yot7KQ.  What  happens  under  his  scheme  if  the  business  is 
done  at  a  loss?  Does  the  laborer  forfeit  his  wages  under  that 
£9cheme? 

Mr.  FrrcH.  I  would  not  think  the  employee  would  forfeit  his 
waies,  when  wages  are  not  a  pa[rt  of  the  profit  sharing.  His  stake 
in  the  property  is  very  small  as  compared  widi  that  of  the  employer. 
He  has  an  additional  stake.  In  case  there  is  a  loss,  of  course,  he 
would  lose  that  profit,  but  I  am  sure  no  one  would  maintain  that  he 
should  lose  his  warns  also.  The  president  of  the  company'  would  not 
lose  his  salary  in  mat  case. 

Mr.  Daktorth.  Mr.  Brandeis,  in  his  very  brilliant  address  before 
this  committee,  stated  he  disapproved  entirely  of  the  pension  scheme 
on  the  ground  Uiat  it  also  tied  these  men  up  in  undue  bonds  to  re- 
tain their  loyalty  to  their  employer,  and  that  no  pension  scheme 
should  be  used  which  did  not  include  subscriptions  by  the  employees 
oat  of  theii*  wages  to  go  into  the  fuiid.  He  based  his  argument 
largely  upon  facts  which  he  got  out  of  your  reports,  as  I  under- 
stlind  it. 

What  are  your  views  on  that  subject! 

Mr.  FrrcH.  I  suppose  Mr.  Brandeis  meant  if  the  employee  con- 
tributed something  tnen  he  would  have  a  property  right  in  the  pen- 
sion^ and  that  it  could  not  be  legally  taken  away  trom  him. 

Mr.  Daioobth.  He  may  have  meant  that,  but  he  did  not  say  that 
He  said  this  scheme  was  not  a  pension  scheme  at  all;  that  it  was  of 
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no  benefit  to  the  employees,  because  they  did  not  have  that  interest  in 
it.  Suppose  the  employees  did  not  want  to  subscribe;  would  jrou 
think  this  pension  scheme  which  now  exists  in  the  Steel  Corporation 
is  better  than  no  pension  scheme  at  all  ? 

Mr.  Fitch.  Perhai>s  it  is.  I  am  not  ready  to  say  whether  or  not 
it  is.  I  do  think  tiiis,  that  a  pension  scheme  in  any  concern  can 
hardly  avoid  that  element  which  Mr.  Brandeis  mentions,  of  depriv- 
ing the  employee  of  his  full  freedom  of  action,  unless  the  pension 
exists  throughout  the  industry,  so  that  if  a  man  wants  to  quit  work 
for  the  Sted  Corporation  he  can  go  to  work  for  Jones  &  Laughlin 
and  still  have  his  ri^ht  to  the  pension.  That  would  bring  about  a 
condition  that  would  entirely  do  away  with  this  situation. 

Mr.  YouNO.  Receiving  the  same  pension,  to  which  the  Steel  Cor- 
poration would  contribute  half,  that  he  would  receive  if  he  continued 
in  its  employment? 

Mr.  Fitch.  I  am  not  speaking  of  a  fund  maintained  by  the  steel 
corporation.  The  fund  should  oe  maintained  by  the  industxr,  or, 
better  than  that,  should  be  maintained  by  the  State.  We  could  then 
do  away  with  this  thing  which  makes  a  man  who  has  been  working 
for  15  years  hesitate  to  protest  against  conditions  which  he  feels  are 
not  good,  because  he  thinks  that  m  5  years  more  or  10  years  more  be 
can  retire  on  this  pension,  if  he  is  good,  and  he  is  willing  to  put  up 
with  that  condition  that  he  knows  to  be  bad  for  5  or  10  years  more ; 
and  if  an  old  man,  especially,  he  will  put  up  with  it  for  a  number  of 
years  in  order  that  he  may  be  safe  in  his  ola  age.  I  think  to  preserve 
American  liberty  we  need  in  some  way  to  make  it  possible  for  did 
men  who  have  spent  their  time  in  an  industry  to  have  an  assured 
income  of  some  sort,  and  not  to  deprive  them,  not  to  ask  them  to  run 
a  risk  of  losing  their  jobs  and  so  lose  their  stake  in  this  pension 
fund  if  they  express  an  opinion  that  conditions  are  bad  and  that 
they  would  like  to  see  them  improved. 

Mr.  Young.  You  favor  an  old-age  pension  paid  by  the  State,  the 
money  to  be  raised  by  taxation  generally? 

Mr.  FrrcH.  I  am  merely  saying  that  the  State  should  control  it, 
and,  if  so,  the  situation  would  be  better.  I  am  not  ready  to  speak 
now  upon  the  general  subject  of  old-age  pensions.  If  the  State 
should  contribute  a  small  amount  and  reouire  the  employee  to  con- 
tribute and  the  employer  to  contribute  at  the  same  time,  the  situation 
would  be  very  much  better — possibly  ideal. 

Mr.  Dakforth.  Is  not  the  theory  of  pension  the  only  theory  that 
justifies  it — the  idea  that  it  is  a  deferred  payment  of  wages? 

Mr.  FnoH.  Possibly  that  is  the  theory. 

Mr.  Danforth.  Then  you  would  make  some  condition,  would  you 
not?  You  would  not  give  the  same  pension  to  the  man  who  had  been 
a  drunkard  and  shiftless  and  worked  half  the  time  that  you  would 
to  the  faithful  and  industrious  employee? 

Mr.  FrrcH.  Oh,  no.  That  would  have  to  be  hedged  about  with 
restrictions,  and  a  man  would  have  to  be  a  bona  fide  workman  in 
order  to  get  a  workman's  pension. 

Mr.  Young.  He  would  nave  to  comply  with  certain  reasonable 
rules? 

Mr.  FncH.  Yes. 

Mr.  Danforth.  So  you  would  be  in  danger  of  running  up  against 
this  same  thing  that  you  are  objecting  to  now  ? 
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Mr.  FrrcH.  You  are  always  in  danger,  nnder  the  point  which  you 
mentioned  yesterday,  of  running  up  against  something,  because  you 

five  up  your  liberties  to  a  certain  extent  when  you  enter  into  society; 
ut  ir  all  of  society  is  concerned  in  this  thing,  in  the  long  run 
justice  will  be  done.  I  think  that  is  the  theory  of  a  democracjr.  If 
the  State  had  some  stake,  if  the  State  had  contributed  something  to 
this  pension  fund  and  controlled  it,  in  the  lon^  run  I  think  justice 
would  pretty  fairly  be  done.  But  leaving  it  entirely  in  the  hands  of 
the  men  who  are  employers,  and  entirely  in  the  hands  of  the  men 
whose  interest  it  is  to  ^et  high  dividends  and  not  to  pay  high  wages, 
I  do  not  see  just  how  tne  rights  of  the  working  men  are  protected. 

Mr.  YoTiNG.  I  see  what  you  refer  to;  but  is  it  not  also  true  that 
too  great  an  eagerness  for  dividends — ^to  use  a  common  phrase, 
greed — ^pretty  largely  defeats  itself;  and  that  you  may,  perhaps,  be 
a  little  unfair  and  go  a  little  further  than  you  have  a  right  to  go, 
but  just  as  soon,  to  use  the  question  of  the  working  men  as  an  illus- 
tration, as  you  take  so  mudi  out  of  them  that  they  feel  they  are 
unjustly  used,  you  do  not  get  much  service?  Human  nature  will  bear 
only  about  so  much  before  it  rebels,  and  broadminded  and  wise  em- 
ployers appreciate  the  full  force  of  that,  and  that  to  some  extent — ^not 
completely,  but  to  some  extent — does  away  with  the  dangers  that  you 
apprehend  ? 

Mr.  Fitch.  Owing  to  the  conservatism  of  all  classes  of  working 
people,  the  hesitancy  to  change  one's  course,  it  would  be  a  long  time 
before  lal^or  can  protect  itself  to  such  an  extent  as  to  secure  justice. 

I  want  to  say  in  that  connection  something  to  explain  a  statement 
that  I  made  yesterday,  that  the  Steel  Corporation,  on  account  of  its 
great  power,  constitutes  a  serious  menace  to  the  peace  and  well-being 
of  the  people.  They  have  done  the  thingjs  you  have  mentioned. 
They  have  carried  tne  matter  beyond  the  limits  of  justice.  When 
the  employee  tries  to  protest  he  is  discharged  for  protesting.  After 
a  while  the  resentment  will  grow  so  keen  and  so  bitter  that  some- 
thing will  happen.  I  do  not  know  just  what  that  will  be.  But  it  is 
holding  men  down ;  it  is  a  denial  to  men  of  the  right  to  express  them- 
selves and  to  have  something  to  say  about  the  conditions  under  which 
they  live  and  work  that  creates  the  greatest  sort  of  resentment  in  a 
community.  I  should  not  be  surprised  to  see  an  outbreak  after  a 
while  in  steel  communities  as  a  result  of  that.  T  should  expect  it  to 
be  sporadic.  ^  I  could  not  and  should  not  expect  a  revolution  to  take 
place  over  night.  You  never  can  arouse  the  American  workingman 
or  even  the  xoreign  workingman  in  this  country  to  widespread  vio- 
lence unless  he  has  been  bitterly  abused  and  for  a  long  time,  or  unless 
he  has  been  deprived  of  his  liberties  for  a  long  time;  but  keep  up 
that  policy  constantly,  and  I  do  not  like  to  think  of  what  may 
happen. 

Tne  C50untry  has  lately  been  aroused  over  an  incident  where  labor- 
ing men  seemed  to  think  they  had  to  take  things  into  their  own 
hands.  None  of  us  can  think  of  that  occurrence  except  with  horror. 
None  of  us  can  do  other  than  condemn  in  the  strongest  terms  the 
action  that  those  men  took.  I  do  not  know  exactly  what  happened 
that  led  up  to  that  feeling.  There  is  violence  again  to-day  in  a  city 
in  Massachusetts  for  one  reason  or  another. 
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Mr,  YouNQ.  That  is  a  very  different  thing  from  the  matter  to 
which  you  refer. .  ,  .  . 

Mr.  Fitch.  That  is  ^  different  thing;  but  I  am  talking  about  the 
labor  conditions  in  th^  United  States.  I  aI^  talking  about  what  may 
happen  in  the  steel  industry,  and  I  want  to  press  the  point  that  we 
are  considering  a  very  serious  situation,  and  we  ^re  not  considering  a 
matter  that  we  can  lightly  cast  aside,  or  that  we  can  afford  to  over* 
look.  Even  if  the  clamis  of  labor  are  unjust,  even  ix  my  claims  are 
radical  here,  I  do  not  think  we  can  afford  to  overlook  the  proposition 
that  a  very  serious  situation  is  arising  because  of  the  denial  to  men 
of  full  freedom  of  expression.  I  want  to  say  that  the  time  will  come 
when  these  men  will  protest,  and  protest  violently,  unless  they  are 
given  some  opportunity  to  express  themselves. 

Mr.  Young.  You  have  stated,  a  moment  ago*  that  men  had  been 
discharged  by  the  Steel  Corporation  because  tney  protested.  Just 
what  do  you  mean  by  that?  What  did  they  do  that  they  were  dis- 
charged? 

Mr.  Fitch.  Did  I  say  they  had  been  discharged  because  they  had 
protested  ? 

Mr.  Young.  That  is  what  I  understood  you  to  say. 

Mr.  Fitch.  Possibly  I  said  that.  I  do  not  know  of  a  man  being 
discharged  for  protesting. 

I  know  of  men  having  been  discharged  who  intended  to  protest — 
discharged  because  they  formed  a  labor  organization,  the  only  ma- 
chinery through  which  they  could  effectively  protest.  This*  labor 
organization  was  formed  for  that  purpose,  and  for  no  other.  Every- 
body knows  that,  and  these  men  were  discharged  before  they  had  a 
chance  to  get  their  protest  in. 

Mr.  Young.  Do  you  mean  the  Steel  Corporation  has  discharged 
men  simply  because  they  joined  a  labor  organization? 

Mr.  Fitch.  Yes. 

Mr.  Young.  Where  did  that  occur? 

Mr.  Fitch.  That  occurred  at  Homestead  at  a  number  of  different 
times.    It  occurred  at  Gary  about  a  year  and  a  half  ago. 

The  Chaibman.  Give  us  that  Gary  incident,  or  one  of  them. 

Mr.  Fitch.  One  with  which  I  am  particularly  familiar  is  tliat  of 
a  younff  man  working  in  the  electrical  department — a  young  high- 
school  Doy  from  a  town  in  Ohio.  I  talked  with  him.  He  was 
rather  a  clean-looking  young  American  boy.  He  had  been  carrying 
a  book  in  which  the  men  had  been  writing  their  names  down  be- 
cause they  wanted  to  join  an  electrical  workers'  union.  He  was 
acting  as  secretary  pending  a  formal  organization,  and  was  accept- 
ing their  dues  and  their  membership  fees.  He  had  been  doin^  thai 
for  about  two  weeks  when  he  was  suddenly  discharged,  and  given  a 
slip  upon  which  he  was  told  to  so  to  the  office  for  his  pay.  Upon 
his  slip  were  written  the  words,  "Union  agitator."  I  have  seen  tnat 
slip. 

I  would  like  to  say  here  that  I  do  not  think  the  officials  of  the 
United  States  Steel  Corporation  realize  the  foundation  tkey  mxe 
laying.  I  think  there  is  an  honest  difference  of  opinion  between 
myself  and  them  as  to  what  sort  of  philosophy  ought  to  prevail  in 
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industry  and  in. politics.  It  is  my  opinion  that  in  many  cases  un- 
wittinjglyr-ria  every  case  unwittingly — they  are  laying  the  foundation 
of  serious  unrest  and  possible  violence  in  this  country. 

Mr.  Besd,  Do  you  think  their  men  are  disaffected  now  ? 

Mr.  Fnx3H.  I  know  they  are. 

Mr.  Bjsed.  As  a  whole? 

Mr.  FiTOH.  It  is  difficult  to  sa^  they  are  as  a  whole.  Many  are 
new  employees  who  have  not  yet  n>und  out  what  the  conditions  are  in 
the  industry.  Many  are  old  employees  who  have  made  up  their 
minds  to  accept  a  condition  where  thev  do  not  dare  speak  freely  on  the 
street  or  talk  freely  with  their  neighbors  as  to  conditions  in  the  in- 
dustry. There  is  a  very  large  element  of  young  men  who  have  been 
in  the  industry  long  enough  to  know  what  the  condition  is  and  who 
have  not  yet  been  there  long  enough  to  have  their  spirits  killed,  who 
are  seriously  disaffected  and  who  have  told  me  that  they  can  see  no 
way  out  except  through  personal  violence. 

Mr.  Reed.  Dynamite,  you  mean? 

Mr.  Fitch.  One  man  said  to  me  he  expected  to  see  the  time  come 
when  he  would  have  to  carry  a  gun.  Another  man  or  others  who 
have  spoken  to  me  about  it  have  merely  said  "  violence  "  would  have 
to  take  place.    They  did  not  say  in  what  form  it  would  be. 

I  want  to  say  onljr  a  few  men  have  said  that  to  me.  Men  dp  not 
usually  speak  freely  in  regard  to  things  of  that  sort. 

Mr.  Young.  Has  there  ever  been  a  time  in  this  country,  within  the 
last  50  years,  when  there  were  not  some  men  that  felt  ana  talked  that 
wav? 

Mr.  Fitch.  I  do  not  think  so.  I  think  it  is  rather  a  serious  thing, 
though,  and  it  is  worth  while  to  consider  whether  there  is  any  rea- 
sonable foundation  for  that  whenever  it  occurs. 

The  Chairman.  You  spoke  of  repression  of  unionism,  and  you  also 
mentioned  in  your  book  the  political  activity  of  the  concerns.  Do 
you  know  of  it  making  anv  effort  to  control  its  employees  in  the  dis- 
charge of  their  duties  to  the  State  or  municipality  for  their  political 
followers! 

Mr.  Fitch.  I  have  reason  to  suspect  some  such  interference  in 
some  cases,  but  I  have  no  direct  knowledge  except  in  one  case. 

The  CHAptMAN.  What  was  that? 

Mr.  FrrcH.  It  was  in  1907  or  1908—1  do  not  now  recall,  but  I  have 
it  in  my  book — ^when  there  was  a  campaign  on  in  Pennsylvania  for 
local  option  on  the  saloon  question,  and  a  considerable  number  of 
superintendents  of  the  Edgar  Thomson  plant,  at  Braddock,  of  the 
Carnegie  Steel  Co.,  were  interested  in  this  campai^,  and  some  of 
them  were  making  public  addresses  in  favor  of  electmg  to  the  legis- 
lature a  candidate  who  would  vote  for  the  local-option  law.  There 
were  other  candidates  at  the  same  time,  who,  naturally,  were  opposed 
to  this  local-option  law.  The  men  who  were  opposed  were  also,  it 
happened,  in  All^heny  County,  favorable  to  the  reelection  of  Sen- 
ator Penrose  to  the  United  States  Senate.  I  have  received  direct 
informa,tion  that. a. meeting  was  called  of  the  superintendents — ^that 
is,  the  departmoit  heads  of  the  Edgar  Thomson  plant — and  the  gen- 
eral superintendent  of  the  plant,  I  am  told,  read  to  them  a  m6ssa^, 
which  he  said  came  from  headquarters  of  the  Steel  Corporation  in 
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New  York,  ordering  him  to  line  up  his  superintendents,  and  for 
them  to  line  up  their  employees,  for  the  Penrose  candidate;  and  he 
issued  those  orders.  Some  of  the  superintendents  protested  and  said 
they  had  already  committed  themselves  to  the  other  candidates;  but 
they  were  told,  my  informant  said,  that  they  would  have  to  give  up 
their  support  of  those  candidates:  and  as  a  result  they  did  largely 
give  up  tneir  advocacy  of  the  local-option  candidates,  and  the  move- 
ment rather  slumped  in  that  vicinity,  and  the  anti-local-option  can- 
didates were  elected — I  should  say  nominated — this  was  a  campaign 
before  the  primaries  for  the  nomination  of  candidates. 

The  Chairman.  Your  informant  was  present  at  this  meeting? 

Mr.  Fitch.  Yes ;  he  was  present  at  this  meeting. 

The  Chairman.  That  seems  to  be  all,  Mr.  Fitch.  We  are  very 
grateful  to  you  for  your  kind  and  patient  attendance  upon  the  com- 
mittee and  ror  the  valuable  information  you  have  given  us. 

The  committee  will  now  stand  adjourned  until  next  Wednesday, 
February  7,  at  10  o'clock  a.  m. 

Thereupon,  at  12.45  o'clock  p.  m.,  the  committee  adjourned  until 
Wednesday,  February  7,  1912,  at  10  o'clock  a.  m. 


The  following  is  the  paper  which  the  committee  yesterday  re- 
quested Mr.  Fitch  to  furnish : 

THE  COST  OF  LIVING  IN  PITTSBUBOH. 

( A  paper  presented  by  Mrs.  Wood  S.  Worcoster  at  the  meeting  of  the  central  council  of  the 
associated  charities.  Meeting  Monday,  October  3,  at  8.30  p.  m.,  at  the  chamber  of  com- 
merce, based  on  the  investigation  of  exact  family  budgets  by  the  training  class  of  the 
associated  charities.] 

To  no  group  of  people  are  ideals  so  absolute  as  to  the  social  worker.  On  tbe 
other  hand,  there  is  no  body  of  workers  to  whom  the  challange  is  so  frequently 
thrown  down,  "  Give  us  facts ;  not  theory,  but  facts."  There  are  no  less  contro- 
vertible facts  than  those  that  deal  with  the  cost  of  living  In  a  community,  un- 
controvertible because  they  affect  the  public  as  a  whole  and  can  be  verified 
by  any  who  should  challenge  their  authenticity.  When  a  study  of  the  cost  of 
living  passes  over  into  a  discussion  of  a  fair  standard  of  living,  as  it  inevitably 
must  if  it  is  to  be  of  value,  that  very  combinntion  of  ideals  with  facts  fits  the 
social  worker  to  perform  his  services  with  intelligence,  and  at  the  same  time 
forces  upon  the  public  conclusions  from  which  there  is  no  escape.  When  the 
labor-union  leader  knows  positively  what  it  costs  to  Uve  in  a  community,  he 
knows  what  wages  his  fellows  should  receive,  and  the  public  will  support  him 
in  his  demand  for  a  living  wage.  When  the  charity  workers  know  how  much  a 
family  requires  weekly  to  keep  them  in  fit  physical  condition,  they  can  measure 
intelligently  the  adequacy  of  their  relief. 

We  all  know  that  the  cost  of  living  is  higher  than  it  ever  was  before  in 
this  country.  This  is  a  matter  of  common  knowledge,  of  common  experience 
But  something  more  is  needed  than  this  general  information.  The  budgets 
collected  by  the  training  class  of  the  summer  school  give  us  that  accurate  and 
detailed  information  that  is  necessary  for  our  purposes.  These  studies  tell 
us  what  certain  families  are  actually  spending  in  Pittsburgh.  They  alone  do 
not  tell  us  what  it  costs  to  live,  for  there  is  a  difference.  We  must  not  Call 
into  the  too  common  error  of  thinking  that  because  a  thing  exists  or  because 
it  is  average  it  is  normal.  It  is  possible,  it  is  even  true,  in  many  communities 
that  the  average  standard  of  living  is  far  below  the  normal — ^that  is,  it  Is  a 
standard  so  low  that  individual  physical  inefficiency  is  Inevitablei  and  conae- 
qoently  upon  that  is  racial  degeneracy  along  both  physical  and  moral  lines. 

When  it  comes  to  a  discussion  of  what  constitutes  a  fair  standard  of  living 
for  worklngmeB,  the  snobbishness  that  seems  to  form  some  part  of  all  who  do 
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not  toll  with  their  hands  Invariably  comes  to  the  surface.  We  hear  "  But 
their  needs  are  not  our  needs — they  do  not  need  such  homes  as  we  have,  such 
clothes  as  we  have,  such  pleasures  as  we  have."  Remember,  however,  that 
this  Is  your  verdict,  and  not  the  worklngman's.  Do  not  expect  me  to  Include 
automobiles  and  Turkish  rugs  as  necessities  for  the  laboring  man.  But  we 
must  Insist,  I  think,  that  at  least  his  physical  wants  are  the  same  as  ours. 
Nature  Is  not  a  snob.  She  knows  neither  ranks  nor  classes.  Physiologically 
we  are  all  alike,  or  should  be,  are,  except  In  those  cases  where  chronic  under- 
feeding and  exposure  have  produced  physical  deterioration  which  we  recognize 
as  abnormal.  The  worklngman  needs  at  least  as  much  food  as  the  rich 
man  and  as  good  food.  If  there  is  a  distinction  it  Is  in  favor  of  the  working- 
man,  but,  after  all,  his  physical  energy,  his  body,  Is  his  only  asset  He  must 
eat  in  order  to  work  and  work  in  order  to  eat.    That  is  his  story. 

The  cost-of-living  study  that  we  hnve  made  in  Pittsburgh  is  limited  in  scope. 
It  is  a  study  of  17  families — ^too  small  to  enable  us  to  generalize  upon  the  extent 
of  poverty  in  the  city,  yet  because  of  its  accuracy  and  completeness  it  is  most 
helpfull  in  determining  what  it  costs  the  poor  man  to  live  here. 

In  regard  to  the  one  Important  item — food — we  have  all  the  material  that 
is  needed  for  drawing  important  conclusions,  for  the  budget  of  1,000  families 
Instead  of  17  would  only  tell  us  what  these  few  tell  us,  namely,  what  working- 
men  are  spending,  not  what  they  need  to  spend.  Even  then  we  would  be  forced 
to  seek  some  standard,  something  by  which  we  could  measure  and  determine 
how  much  food  the  human  body  needs. 

Thanks  to  the  late  Prof.  Atwater,  of  th^  United  States  Department  of  Agri- 
culture, such  a  standard  has  been  given  us.  His  scientific  experiments,  which 
it  seems  to  me  are  the  most  valuable  contributions  that  have  been  made  to 
modem  sociology,  extended  over  a  period  of  many  years.  They  were  made  in 
various  sections  of  the  country,  among  all  classes  of  people.  His  conclusions 
have  been  accepted  almost  universally  throughout  the  civilized  world  by  those 
interested  in  dietaries  and  in  the  standard  of  living.  He  has  expressed  his  con- 
clusions in  scientific  terms.  The  body  requires  certain  food  elements  for  i)erfect 
nutrition,  certain  quantities  of  proteid.  such  as  meat  and  egg  or  tissue-building 
carbohydrates  food,  certain  quantities  of  starchy  or  fat  producing  food  and 
fats  and  oils  for  heat-producing  food.  The  scientist,  like  nature,  Is  never  a  snob. 
Atwater  recognized  the  fact  that  the  man  at  hard  muscular  work  needs  more 
food  than  the  man  or  woman  of  sedentary  occupation.  He  took  as  the  standard 
the  requirements  of  a  man  at  moderate  muscular  work.  Scientifically  expressed, 
this  is  115  grains  of  protein,  enough  starch  and  fat  to  produce  3,800  calories  of 
heat  energy  every  day.  What  do  these  figures  mean  in  plain  everyday  terms  of 
meat  -and  potatoes?  When  we  can  convert  them  into  these  same  facts  we  have 
a  real  basis  for  determining  the  quantity  of  food  that  a  man  needs  which  must 
be  acceptable  to  all. 

A  theoretical  menu  or  dietary  that  contained  the  proper  nutritive  elements 
might  have  been  resorted  to  to  put  far  more  satisfactory  than  that  in  a  real 
dietary  of  some  institution  where  the  proper  food  requirements  are  met  and 
where  the  food  Is  of  such  a  nature  that  its  cost  is  reduced  to  a  minimum.  In 
our  study  of  the  standard  of  living  made  for  the  Bureau  of  Labor  we  took 
the  dietary  for  one  week  of  a  prison  in  the  country  where  an  attempt  is  made 
to  feed  the  men  scientifically,  so  to  speak,  and  where  cheapness  is,  of  necessity, 
of  prime  importance.  From  this  prison  the  exact  quantities  of  the  various 
articles  of  food  given  to  each  man  were  available.  Atwater*s  requirements  are 
practically  satisfied,  the  prison  being  only  a  trifie  low  in  protein.  It  is  a  simple 
and  easy  matter  to  find  the  cost  of  this  dietary  in  any  locality  by  simply  obtain- 
ing the  retail  prices  and  figures  and  the  cost  of  the  various  articles. 

In  Pittsburgh  In  1910  the  cost  was  found  to  be  $1.96.  In  Fall  River,  Mass., 
in  1909,  It  was  $1.78.  In  Atlanta,  Ga.,  in  1909  It  was  $1.73.  This  means  that  the 
cost  of  food  materials  alone  for  a  man  at  moderate  muscular  work  Is,  In  Pitts- 
bargh  to-day,  $1.96  per  week,  or  $0.28  per  day.  I  will  Insert  the  menu  for  one 
day  in  this  prison  so  that  you  may  know  the  character  of  the  food  which  this 
sum  will  purchase: 

Breakfast.  Dinner.  Supper. 

Wisners.      Hominy.  Pork  and  beans.  Sliced  potatoes. 

Bread.    Butter.    Coffee.      Raw   onions.         Water.      Bread.    Butter.    Cottee. 
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The  raw  materials  of  such  fare  as  this  cost  $1.96  each  week  for  a  man  «i- 
gaged  in  moderate  muscular  work  such  as  street  cleaning,  for  example.  If 
he  is  engaged  at  hard  labor,  such  as  heavy  work  in  the  mills,  he  requires  a 
greater  quantity  of  food.  If  he  is  engaged  in  sedentary  work  he  requires  less. 
Women  need  less  than  men,  and  the  requirements  for  children  vary  with  age 
and  sex.  Atwater's  experiments  enabled  him  to  formulate  a  table  which  shows 
the  relative  quantities  of  food  required  by  individuals  of  different  age,  sex, 
and  occupation.  Taking  the  man  at  moderate  work  as  a  unit  or  1.  The  man 
at  hard  work  requires  1.2  as  much — that  is,  his  food  would  cost  1.2  times  a» 
much  as  the  man  doing  lighter  work.  A  woman  requires  0.8  as  much  as  a 
man.  Boys  from  15  to  16  require  as  much  as  men,  girls  of  that  age  O.S,  and 
so  on.  Knowing  the  constituency  of  our  family,  then,  it  is  a  simple  matter  to 
determine  the  quantities  of  food  required  in  that  family,  and  then  its  cost. 

Take,  for  example,  one  of  our  families  whose  budget  was  obtained  for  five 
coHFtecutlve  weeka  There  were  nine  in  the  family — ^father,  mother,  and  seven 
children^^ages  running  from  18  to  2.  The  father  was  1,  the  mother  0.8,  the 
oldest  boy  at  0.9,  the  girl  at  0.7,  and  so  on.  It  was  found  that  the  nine  mem- 
bers of  this  family  were  equivalent,  as  far  as  food  requirements  go,  to  6.9 
men.  That  is,  their  food  would  cost  6.9  times  the  $1.96  or  $13.54  per  week. 
What  did  our  budget  show  that  the  family's  food  really  cost?  Instead  of 
$18.54  it  was  $8.27,  or  $1.20  per  man  unit.  Take  another  family — ^father, 
mother,  and  five  children.  They  reduced  to  5.3  man  units.  They  should  have 
hud  $10.38  to  spend  on  food.  Instead,  they  spent  $4.98,  not  even  half  enough 
to  purchase  what  the  convicts  were  getting  in  one  of  our  penitentiaries.  And 
remember,  if  you  please,  what  the/  are  getting.  But  if  the  family  lived  on 
that,  why  trouble?  But  there  is  the  really  vital  point  They  weren't  living. 
They  were  slowly  but  surely  starving.  That  is  the  simple  truth  which  was 
painfully  brought  to  our  attention.  This  latter  family  were  our  near  neighbors 
at  the  time  these  budgets  were  being  collected.  The  oldest  boy  became  too  111 
to  work.  He  was  a  pale,  hollow-chested  youth  of  17.  There  seemed  to  he 
nothing  definite  the  matter  with  him,  only  weakness.  The  doctor's  verdict  was 
that  he  was  just  starved  out  that  the  only  medicine  he  needed  was  food. 

In  all  of  our  budget  studies  we  found  only  six  families  who  were  spending 
as  much  as  this  minimum  sum  of  $1.96  per  man  unit  per  week.  There  were  11, 
or  65  per  cent  of  the  whole  number,  who  were  chronically  underfed,  and  they 
from  that  class  of  people  upon  whom  the  burden  of  doing  the  world's  heavy 
work  is  falling;  they,  above  all  others,  need  good,  nourishing  food  which  can 
be  converted  Into  physical  energy.  We  recognize  this  first  prime  necessity 
with  our  beasts  of  burden.  We  do  not  need  cost-of-living  studies  to  force 
home  the  lesson  there. 

Now,  in  spite  of  the  fact  that  the  expenditures  of  most  of  these  families 
were  far  too  low,  the  sum  that  Is  necessary  for  the  mere  maintenance  of  physi- 
cal health,  in  all  but  four  of  them  the  expenditure  for  food  alone  was  more 
than  50  per  cent  of  the  total  expenditure.  Spending  more  than  half  th^r 
income  on  food  and  having  only  half  enough  to  eat. 

Three  of  the  17  families  could  not  pay  their  rent  when  it  fell  due.  The 
lowest  any  family  paid  for  rent  was  $0 ;  this  was  a  widow  and  three  children, 
who  occupied  only  two  rooms.  Others  were  paying  from  $8  to  $18.  There 
were  in  all  only  five  who  were  paying  less  than  $10  per  month. 

Only  four  of  the  families  were  saving  money,  and  these  were  the  small  sav- 
ings amounting  to  from  5  cents  to  50  cents  a  week  collected  by  the  Penny 
Provident  Home  Savings  Fund  of  the  Associated  Charities.  Only  one  family 
spent  anything  on  recreation  or  amusement.  This  was  In  the  case  of  a  man 
who  went  on  an  annual  picnic. 

The  expenditure  for  clothing  was  abnormally  small,  due  to  the  fact  that  the 
budgets  were  obtained  during  the  five  weeks  of  midsummer,  when  the  need  for 
new  clothing  was  at  a  minimum.  This  holds  true  also  of  fuel,  some  of  the 
families  who  had  purchased  their  coal  In  a  large  quantity  showing  no  expendi- 
ture at  all  for  fuel  throughout  the  whole  study. 

All  but  six  of  these  families  had  a  small  expenditure  for  medicine.  Ten  of 
the  families  carried  some  insurance.  Eleven  spent  small  sums  ranging  from  4 
cents  to  36  cents  on  tobacco,  depending  upon  the  number  of  adult  malea  in  the 
family.  Only  four  reported  expenditures  for  alcoholic  drinks,  the  lowest  a'  er- 
age  being  2  cents  and  the  highest  $1.16. 
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Whether  these  families  indulged  in  extravagances  not  recorded  here  is  really 
beside  the  question.  Those  expenditures  that  we  have  are  accurate.  Their 
budgets  were  collected  from  day  to  day  with  the  constant  supervision  of  mem- 
bers of  the  training  class.  We  do  not  know  their  incomes.  What  we  do  know 
and  what  it  is  important  for  us  to  recognize  is  that  17  families  in  Pittsburgh 
were  spending  from  $8  to  $21  a  week  on  necessities  and  that  65  per  cent  of 
these  were  underfed.  When  the  expenditures  for  food  and  clothing  go  up,  as 
they  invariably  must  as  winter  comes  on,  it  is  safe  to  assume  that  the  expendi- 
tures for  food  will  be  smaller  still,  for  food  is  the  only  flexible  item.  Rent 
must  be  paid  or  a  landlord's  warrant  will  render  them  not  only  homeless  but 
deprive  them  of  every  stitch  of  furniture  that  they  possess. 

Let  us  take  what  investigators  into  the  cost  of  living  usually  consider  a 
normal  family — a  father,  mother,  and  three  children;  a  boy  13,  a  girl  11,  a 
girl  9.  Using  Atwater's  table,  this  family  of  five  reduces  to  5.7  man  units. 
Their  food  will  cost  them  $7.25  per  week,  or  $382  per  year.  Rent  can  not  be 
taken  at  less  than  $10  per  month  in  Pittsburgh,  for  although  there  are  a  small 
number  of  families  who  pay  less  than  that  the  majority  can  not  have  such 
houses  for  the  simple  reason  that  there  are  not  enough  to  go  around.  Many 
who  can  ill  afford  it  must  pay  more  than  this  sum.  As  has  been  said,  our 
budgets,  as  taken  in  the  summer,  are  incomplete  for  clothing.  It  can  not  be 
averaged.  We  must  have  data  for  the  whole  year.  Such  data  was  gathered 
by  us  in  Fall  River,  Mass.,  for  1909,  where  climatic  conditions  are  the  same  as 
here.  Prices  may  be  slightly  higher  here  now  than  they  were  there  last  year. 
W'e  will  not  err  greatly,  however,  in  using  these  figures  for  clothing,  obtained 
as  they  were  by  a  complete  study  of  the  expenditures  for  a  whole  year,  elimi- 
nating all  purchases  which  could  in  any  way  be  considered  nonessential  or 
extravagant.  The  clothing  for  the  father  would  amount  to  $45  for  the  whole 
year;  for  the  mother,  $34;  for  the  boy  of  13,  $30;  for  the  girl  of  11,  $25;  for 
the  yrl  of  9,  $17 ;  or  a  total  of  $151  for  the  whole  family  for  the  year.  Fuel 
represents  our  only  other  estimate  here.  We  can  not  use  the  Fall  River 
fignres  for  anthracite  coal  is  used  here. 

In  Atlanta,  Ga.,  where  soft  coal  is  used,  the  winters  are  not  as  severe  as 
here.  Taking  the  quantities  used  there  at  the  retail  price  here.  $3  per  ton, 
fuel  would  cost  the  Pittsburgh  family  certainly  not  less  than  $25  per  year. 
Light,  using  kerosene  oil  rather  than  gas,  amounts  to  $6.25  a  year.  Sundries — 
that  is,  soap,  starch,  matches,  blueing,  washing  powder,  etc. — amount  to  25 
cents  a  week,  or  $13  a  year,  an  average  taken  from  the  budgets  here,  which 
agrees  with  our  figures  obtained  elsewhere.  Incidentals,  including  cooking 
ntensils,  brooms,  pins,  buttons,  small  articles  of  household  furniture,  average 
50  cents  a  week,  or  $26  per  year;  $18.50  a  year  for  a  family  of  this  size  for 
medicine  was  the  minimum  sum  adopted  by  us  after  a  study  of  a  far  larger 
number  of  families  than  we  have  here.  This  is  $2  per  year  less  than  the  sum 
would  be  if  averaged  from  our  present  data.  Any  standard  that  does  not  allow 
for  savings  must  allow  the  small  sums  almost  universally  si)ent  among  labor- 
ing people  on  industrial  insurance,  10  cents  a  week  for  adults  and  5  cents  for 
children  is  allowed.    This  makes  a  total  of  $18.20  per  year. 

An  allowance  of  10  cents  a  week  for  tobacco  is  seemed  necessary,  since  most 
workingmen  regard  it  as  a  necessity;  and  when  no  allowance  is  made,  the  ex- 
penditure inevitably  comes  out  of  the  food  supply.  It  is  believed  necessary 
to  allow  25  cents  a  week  to  the  family  for  recreation.  Out  of  this  must  come 
any  car  fare  that  is  spent,  for  it  is  assumed  that  the  father  will  live  near 
enough  to  his  work  to  walk.  Nothing  will  be  allowed  for  schoolbooks,  as  they 
are  furnished  children  in  the  public  schools,  although  Catholic  children  who 
att^id  parochial  schools  must  purchase  their  own  books.  No  allowance  will 
be  made  for  church  or  charity,  although  again,  the  Catholic  families,  of  whom 
there  are  a  large  number  among  the  working  people,  must  regard  a  weekly 
church  contribution  as  almost  a  necessity  of  life. 

These  various  items  make  a  total  of  $768  per  year,  or  $14.78  a  week,  a  sum 
tbat  the  father  of  three  children,  «  usually  small  family  among  laboring  peo- 
ple, must  spend  on  the  dire  necessities  of  Ufa  This  means  that  the  working- 
man  must  receive  $2.50  every  working  day  In  the  year.  Sundays,  the  Fourth  of 
July,  and  Christmas  only  to  be  omitted.  If  he  is  to  be  the  father  of  three  chil- 
dren and  not  see  them  hungry  and  ragged  and  cold.  Surely  anything  less  than 
this  can  not  be  considered  a  living  wage  in  Pittsburgh. 
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Father : 

Isuit $12.00 

1  overcoat 6. 00 

2  trousers 3. 00 

Light  shirt 1.00 

6  colored  shirts 3.00 

8  overalls 1.  BO 

Winter  underwear 2.00 

Summer  underwear 2.00 

3  pairs  shoes 7. 00 

Socks 2. 50 

2  hats 3.00 

Collars .  50 

Neckties .50 

Suspenders .  25 

Handkerchiefs .  30 

Barberlng 1. 20 


45.75 


Sons,  10, 11,  12,  13 : 

2  suits 10.00 

Overcoat 3. 00 

4  trousers 2.00 

6  shirts 1.  80 

Underwear 1.00 

Hat .  50 

Cap .  25 

Neckties .25 

Suspenders .  25 


Mother : 

Icoat $5.0a 

1  waist,  wool 1.60 

1  skirt,  wool 6.25 

4 gingham  dresses 3.80 

1  lawn  dress L45 

2 cotton  petticoats LOO 

4  drawers .65 

2  suits  underwear 2.00 

Summer  hat : 2.00 

Winter  hat 2.00 

Stockings 2.00 

Shoes 4. 00 

Handkerchiefs .25 

Lisle  gloves .50 

Mittens .  25 

Sateen  petticoat 1.00 


33.75 


Daughters,  10,  11,  12, 13 : 

1  coat 2. 00 

Iwool  dress 2.00 

5  gingham  dresses 3.65 

1  lawn  dress .75 

2  white  petticoats .80 

2  flannelette  petticoats 1.00 

4  drawers ..40 

Underwear .50 

Summer  hat 1.00 
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UNITED  STATES  STEEL  CORPORATION, 


CoMMrmsE  ON  Investigation  of  the 

United  States  Steel  Corporation, 

House  of  Representatives, 

Wednesday,  February  7,  19tt. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chairman) 
presiding. 

Mr.  Reed.  Mr.  Chairman,  before  the  witness  for  to-day  is  sworn,  I 
would  like  to  say  that,  as  the  committee  has  very  kindly  offered  us 
the  chance  to  produce  witnesses,  or  suggest  witnesses  to  be  called, 
on  one  subject  or  another,  it  has  occurred  to  us  that  we  would  like 
to  have  a  witness  called  to  give  the  corporation's  side  of  this  labor 
question;  and  I  would  suggest,  if  it  suits  the  convenience  of  the  com- 
mittee, that  Mr.  Percival  Roberts,  jr.,  who  has  already  been  before 
the  committee,  has  full  information  on  that  subject,  and  might 
enlighten  the  committee  to  some  extent  on  conditions  from  the  view- 
point of  the  corporation. 

The  Chairman.  I  shall  be  glad  to  hear  from  him. 

Mr.  Danforth.  I  think  it  would  be  most  entertaining. 

Mr.  Bartlett.  Is  Mr.  Roberts  in  New  York  ? 

Mr.  Reed.  I  think  he  is  in  Philadelphia  now,  but  he  could  be  here 
on  the  14th  or  15th,  if  either  of  those  aays  would  suit  the  convenience 
of  the  committee. 

The  Chairman.  As  far  as  the  committee  is  concerned,  I  shall  have 
to  see  the  investigators  of  the  committee,  but  I  think  we  could  hear 
him  earlier  than  tnat. 

Mr.  Reed.  I  do  not  know  whether  his  arrangements  would  permit 
him  to  come  here  conveniently  much  before  that,  Mr.  Chairman. 

The  Chairman.  What  day  of  the  week  is  that  ? 

Mr.  Reed.  A  week  from  to-day  will  be  the  14th.  Of  course,  that 
is  subject  to  the  convenience  of  the  committee,  however. 

The  Chairman.  We  will  endeavor  to  suit  his  convenience.  I  think 
we  might  hear  him  on  that  date.  I  can  tell  you  in  a  few  minutes.  I 
will  let  you  know  at  the  luncheon  hour.  I  am  pretty  sure  there  is 
nothing  for  that  day. 

As  soon  as  we  finish  this  labor  question,  which,  I  think,  will  be  this 
week,  by  Saturday,  we  ought  to  get  through  with  it,  witn  the  excep- 
tion of  such  witnesses  as  tne  corporation  may  choose  to  call.  Then 
we  will  take  up  this  transportation  matter. 

STATEMEBT  OF  SHELBY  M.  HABBISOIT. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  In  connection  with  what  Mr.  Reed  has  just  said  I 
have  tried  to  be  especially  careful  in  going  into  this  very  question  not 
to  produce  witnesses  who  have  had  an  obsession  on  the  subject  or  who 
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were  prejudiced  or  who  had  any  grievance  against  the  corporation, 
because  I  hope,  above  all  things,  to  present  a  cool,  unimpaasioned 
accf  uit  of  this  condition  as  it  exists. 

Whdn  Mr.  Fitch  was  on  the  stand  he  said  something  about  having 
submitted  his  book  and  other  papers  from  which  he  quoted  and  from 
which  Mr.  Brandeis  quoted  to  the  Steel  Corporation  and  its  officials. 
Do  you  know  whether  your  report,  about  which  I  shall  ask  you  later, 
was  submitted  to  the  Steel  Corporation  and  its  officials  ? 

Mr.  Harrison.  I  do.  It  is  the  policy  of  the  magazine.  Of  course, 
as  you  know,  one  of  the  editora  of  the  magazine  is  a  roan  who  was  a 
director  of  the  Pittsburgh  Survey  under  wnich  these  other  investiga- 
tions were  made,  Mr.  Fitch's  being  one. 

It  is  the  policy  of  both  the  magazine  and  the  Pittsburgh  Survey  to 
submit  any  articles  or  manuscripts  for  books  which  would  be  critical 
of  any  particular  company  ox  particular  person  to  that  person  or 
company  before  publication,  for  several  reasons,  one  being  to  give 
an  opportunity  for  the  person  or  company  criticized  to  correct  any 
misstatement  of  fact. 

The  purpose  of  the  investigation  was  to  correct  conditions  that 
might  be  viewed  by  the  public  as  unwholesome.  It  would  not  be 
working  along  any  scientific  method  toward  the  solution  of  these 
problems  if  a  misstatement  of  the  problem  wei*e  made.  So  the  first 
purpose  of  the  Survey  was  to  be  sure  of  its  facts. 

It,  of  course,  did  not  always  expect  the  people  to  whom  the  manu- 
scripts were  submitted  to  agree  with  the  interpretation  of  the  facts 
or  with  the  conclusions  drawn  from  the  facts.  That  was  a  matter  of 
opinion.  It  did  expect,  however,  that  the  people  to  whom  the  manu- 
8crif)ts  were  submitted  would  agree  to  facts  which  were  facts  and 
which  thoy  could  not  disprove. 

So  Mr.  Fitch's  manuscript  for  his  book  was  submitted  to  the  presi- 
dent of  several  of  the  subsidiary  companies  in  the  Pittsburgh  district 
who  were  directly  mentioned  in  the  book  or  in  the  manuscript.  I  am 
of  the  opinion  that  it  was  submitted  to  some  of  the  New  i  ork  men. 
I  am  not  quite  sure  of  that.  I  know  that  in  his  recent  articles  they 
have  been  given  to  Mr.  Boiling  in  the  New  York  office. 

My  article  in  manuscript  form  was  submitted  to  George  Gordon 
Crawford. 

The  Chairman.  Who  is  he  ? 

Mr.  Harrison.  He  is  president  of  the  Tennessee  Coal,  Iron  & 
Railroad  Co.;  to  Mr.  George  B.  McCormick,  president  of  the  Ala- 
bama Coal  Operators'  Association;  Mr.  James  G.  Oakley,  president 
of  the  Board  of  Convict  Inspectors  of  Alabama,  and  a  numb^  of 
other  people  who  would  view  it  from  a  di^rerent  side.  These  were 
employers. 

Of  course,  I  submitted  it,  then,  to  the  men  who  might  know  the 
prison  and  crime  problem  purely  from  a  crime-problem  side  and  not 
from  a  labor  side. 

The  Chairman.  I  believe  Mr.  Cabote,  a  large  stockholder  of  the 
Steel  Corporation,  wished  to  circulate  this  story  merely  to  the  various 
stocklioldcrs  of  the  corporation,  did  he  not?  Do  you  know  what 
luck  he  had  in  that;  what  e/ort  was  made  to  acquaint  the  stock- 
holders of  the  Steel  Co.  with  tnis  condition  of  afTairs,  as  recited  by 
Mr.  Fitch  and  yourself  ? 
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Mr.  Harrison.  I  understand  that  Mr.  Charles  M.  Cabote,  a  stock- 
holder of  the  Steel  Corporation,  wished  to  circulate  an  article  which 
Mr.  Fitch  published,  or  which  was  published  in  the  American  Maga- 
zine about  a  year  ago,  I  think  it  was,  this  coming  April. 

The  Chairman.  Touching  these  same  labor  conditions  1 

Mr.  Harrison.  Yes;  it  was  really  the  gist  of  Ms  book.  I  under- 
stand Mr.  Cabote's  idea  was  that  he,  as  a  stockholder,  felt  that  he 
should  be  interested  in  the  process  by  which  his  dividenos  were  made: 
and  he  felt  that  all  other  stockholders  should  also  be  interested,  and 
for  that  reason  he  wished  to  circulate  that  article  among  the  stock- 
holders. 

I  only  know  from  what  has  been  told  me  that  there  was  an  under- 
standing by  which  Mr.  Cabote  was  to  receive  a  list  of  ^e  stockholders 
and  circulate  it  among  them,  and  that  later  he  was  not  given  the  list, 
and  that  he  brought  suit  for  it  and  won  his  suit. 

Mr.  Reed.  Who  told  you  that? 

Mr.  Harrison.  That  was  newspaper  report,  and  we  presented  that 
in  the  columns  of  our  magazine,  and  there  has  been  no  contradiction 
of  that  statement  that  I  know  of. 

The  Chairman.  Who  are  connected  with  this  Charities  Publication 
Committee?  Who  are  the  people  who  are  behind  this  matter  for 
whom  you  are  working;  do  you  Know? 

Mr.  Harrison.  The  Charities  Publication  Committee  is  a  national 
committee  composed  of  men  who  represent  a  good  many  types  of 
interests. 

For  instance,  there  are  social  workers,  large  employers,  capitalists, 
lawyers,  college  professors 

llie  Chairman.  Do  you  know  the  names  of  them  ?  Can  you  give 
us  a  list  of  them  ? 

Mr.  Harrison.  I  do  not  know  whether  I  could  name  them  all  off. 

The  Chairman.  I  believe  you  have  them  here. 

Mr.  Harrison.  The  list  is  there  in  that  pamphlet,  of  course. 

The  Chairman.  Just  take  the  pamphlet,  please,  and  give  us  the 
names. 

Mr.  Harrison.  Robert  W.  De  Forest,  chairman,  New  York.  Other 
members  of  the  committee:  Jane  Addams,  Chicago;  Ernest  P.  Bick- 
nell,  Washijagton;  Robert  S.  Brewster,  New  York:  Charles  M.  Cabot, 
Boston;  O.  IC.  Cushing,  San  Francisco;  Edward  T.  Devine,  New 
York;  Arthur  F.  Estabrook,  Boston;  Lee  K.  Frankel,  New  York; 
James  M.  Glenn,  New  York;  William  Guggenheim,  New  York;  Wil- 
liam E.  Harmon,  New  York;  Joseph  Lee,  Boston;  Julian  W.  Mack, 
Washington;  Simon  N.  Patten,  Philadelphia;  Jacob  A.  Riis,  New 
York;  Graham  Taylor,  Chicago;  S.  W.  Woodward,  Washington; 
Frank  Tucker,  treasiu^r.  New  York;  Paul  U.  Kellogg,  secretary, 
llew  York. 

The  Chairman.  Have  you  ever  made  a  personal  investigation  of 
the  labor  conditions  in  any  subsidiary  of  the  United  States  Steel 
Corporation  ? 

Mr.  Harrison.  I  investigated  the  handling  of  criminals  in  the 
State  of  Alabama,  and  it  touched  on  the  labor  conditions  in  the 
Tennessee  Coal  &  Iron  Co.,  inasmuch  as  they  hire  some  city  and  county 
convicts. 

The  Chairman.  Under  what  auspices  were  you  acting  at  that  time  t 

Mr.  Harrison.  Under  the  auspices  of  the  Survey  Miigazine. 
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Mr.  Reed.  Did  you  say  that  they  "hired"  convicts,  or  that  they 
hire  them  ndw  ? 

Mr.  Harrison.  At  the  time  I  made  my  investigation  they  had  in 
their  employ  State  and  county  convicts. 

Mr.  Reed.  There  has  been  a  change  in  that  situation,  has  there  not  t 

Mr.  Harrison.  I  understand  there  has  been.  I  have  not  got  that 
from  my  own  investigation,  however. 

The  Chairman.  What  time  were  you  down  there,  Mr.  Harrison  t 

Mr.  Harrison.  In  May  and  June  of  last  year. 

The  Chairman.  What  number  of  convicts  were  then  in  the  employ 
of  the  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Harrison.  They,  of  course,  vary  almost  from  day  to  day, 
because  as  fast  as  men  are  convicted  they  are  brought  into  the  camp, 
and  of  course  men  are  continually  serving  out  their  time  and  going 
away,  but  the  average  was  about  360  State  convicts  and  240  county. 

Mr.  McGiLLicuDDY.  Did  the  witness  fix  the  time  of  this  ? 

Mr.  Harrison.  In  May  and  June. 

Mr.  McGiLLicuDDY.  Of  last  year  ? 

Mr.  Harrison.  Of  last  year,  1911;  yes,  sir. 

The  Chairman.  How  many  of  the  convicts,  county  and  State,  were 
there  who  were  employed  in  all  the  mines  about  at  that  time  ? 

Mr.  Harrison.  For  the  last  five  years  the  total  number  of  convicts 
in  the  State,  the  average  per  year  throughout  the  State,  was  about 
2,500  State  convicts  and  700  county  convicts.  About  200  of  these 
were  men  who  were  not  able  to  work,  mostly  tubercular  convicts,  who 
were  in  the  prion  at  Wetumpka,  which  is  practically  a  tuberculosis 
camp,  leaving  3,000,  and,  roughly,  1,500  of  those  were  contracted  out 
into  the  coal  mines,  which  means  they  went  into  the  Birmingham  dis- 
trict, because  that  is  where  all  the  coal  mines  are  located. 

The  Chairman.  What  per  cent  of  this  1,500  who  were  utilized  as 
miners  did  the  Tennessee  Coal  &  Iron  Co.  secure  at  the  time  you  were 
there  ? 

Mr.  Harrison.  Three  hundred  and  sixty  and  240  makes  600;  600 
would  be  40  per  cent  of  1,500. 

Mr.  Beall.  Did  the  1,500  represent  the  State  and  county  convicts  t 

Mr.  Harrison.  Together;  yes. 

Mr.  Bartlett.  Let  us  understand  right  here  what  you  mean  by 
State  convicts  and  county  convicts. 

Mr.  Harrison.  The  distinction  is,  at  least  it  is  supposed  to  be,  that 
the  State  convict  is  a  man  who  has  committed  a  more  serious  crime 
than  a  county  convict,  a  felony,  whereas  a  county  convict  is  a  mis- 
demeanant. 

Mr.  Bartlett.  The  county  convicts  are  those  who  are  tried,  prob- 
ably in  the  inferior  courts  for  misdemeanors  or  small  grade  fdonies, 
ana  the  State  convicts  are  those  who  are  tried  in  the  courts  having 
exclusive  jurisdiction  of  felonies,  or  where  people  are  convicted  or 
felonies  in  the  higher  courts. 

Mr.  Harrison.  That  is  my  impression.  I  am  not  certain  of  the 
legal  side  of  the  matter  entirely.  I  know  that  the  county  convicts 
are  men  who  are  convicted  of  lesser  crimes. 

The  Chairman.  Of  lesser  crimes  tlian  a  felony  ? 

Mr.  Harrison.  Of  lesser  crimes  than  a  felony;  yes. 

Mr.  Bartlett.  State  convicts  are  those  that  are  sentenced  by  the 
court  to  the  penitentiary  or  to  such  pubUc  works  as  the  superintendent 
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of  the  penitentiary  or  those  having  charge  of  it  may  direct,  aiid  the 
county  convicts  are  those  who  are  hired  out — I  suppose  that  is  so  in 
Alabama;  it  has  been  so  in  Georgia — by  the  coimtV  authorities,  who 
are  convicted  and  subjected  to  the  payment  of  a  fine  or  alternative 
imprisonment.    Is  that  about  right  ? 

Mr.  Habrison.  Yes. 

Mr.  Bartlett.  And  in  the  first  case  the  State  gets  the  pay  or  the 
hire,  and  in  the  other  it  goes  to  the  county  authorities  ? 

Mr.  Harrison.  Yes. 

The  Chairman.  Right  at  this  point,  speaking  of  the  offenses  for 
which  these  county  convicts  are  sent  up:  It  is  an  offense  punishable 
by  fine  or  imprisonment,  is  it  not,  to  do  such  things  as  snooting  or 
hunting  or  gaming  or  card  playing,  playing  at  cards  or  dominoes 
or  racing,  whether  for  money  or  not,  on  the  Sabbath  day.  Those 
are  offenses  punishable  by  a  fine  of  from  SIO  to  $20  or  imprisonment 
in  the  State  of  Alabama  ? 

Mr.  Harrison.  If  you  are  reading  the  statement  I  made  there  t 

The  Chairman.  Yes. 

Mr.  Harrison.  That  is  true.  I  have  not  all  of  that  quite  at  my 
fingers'  ends.    That  statement  is  true. 

The  Chairman  (reading) .  Any  person  or  persons  who  play  or 
engage  in  the  playing  of  any  baseball,  or  foot  oall,  or  tennis,  or  golf 
on  Sunday  in  any  puDlic  place  where  people  resort  for  such  purposes, 
b  guilty  of  a  misdemeanor  and  may  be  mied  from  $20  to  S50 1 

Sir.  Harrison.  That  is  true. 

The  Chairman.  It  is  against  the  law  to  walk  on  the  right  of  way 
of  a  railroad  t 

Mr.  Harrison.  I  understand  that  men  have  been  arrested  and 
sentenced  to  prison  for  doing  that  in  the  past,  but  that  the  authorities 
have  been  a  httle  more  lenient  in  the  last  vear  or  two  because  of  one 
very  unfortunate  incident  where  a  small  bov,  or  a  young  boy,  had 
been  arrested  for  trespassing  on  the  railroad  track,  and  sent  up  for 
60  days :-  and  he  was  sent  to  the  mine.  He  knew  nothing  of  mining, 
and  nothing  of  its  dangers,  and  he  got  in  the  way  of  a  car  and  had  his 
leg  cut  off,  and  was  crippled  for  life  for  this  very  small  offense.  That 
has  been,  so  I  am  told,  more  or  less  of  a  lesson,  and  they  have  been  a 
little  less  strict  in  enforcing  that  law  since. 

Mr.  Bartlett.  Do  you  mean  that  the  misdemeanor  convicts  in 
Alabama,  the  county  convicts^  as  you  have  designated  them,  were 
worked  in  the  mines,  Mr.  Harrison  ? 

Mr.  Harrison.  I  do. 

The  Chairman.  There  was  an  accident  occurred  in  one  of  those 
mines  a  short  time  ago,  was  there  not  ? 

Mr.  Harrison.  Yes;  there  was  an  explosion  at  the  Banner  Mine. 

The  Chairman.  Was  anybody  hurt  ? 

Mr.  Harrison.  One  hundred  and  twenty-three  men  were  killed. 

The  Chairman.  Were  any  of  these  the  county  convicts,  sent  up 
for  these  petty  offenses,  like  playing  golf  on  Sunday,  walking  on  the 
nulroad  tracks,  and  so  on  ? 

Mr.  Harrison.  I  have  a  statement  here  of  the  percentage.  Per- 
haps I  might  best  read  that  paragraph: 

Last  April  123  negro  convicts  working  in  the  Banner  Mine,  operated  at  that  time  by 
the  Pratt  Consolidated  Coal  Co.,  were  instantly  killed  by  an  explosion.  Seventy-two 
of  the  convicts  were  from  Jefferson  County,  in  which  Birmingham  is  located;  21  out  of 
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the  72,  or  30  per  cent,  were  convicted  of  offenses  eo  minor  that  their  aenteaoes,  Mide 
from  costs,  did  not  exceed  20  days— mainly  for  canying  concealed  weapons,  gaming, 
assault,  vagrancy,  or  violating  the  prohibition  law.  Five  others  were  serving  sentences 
of  30  days,  and  1  man  was  within  3  days  of  his  release  when  he  was  killed.  Another 
had  been  convicted  only  5  days  before  the  explosion.  One  hundred  and  twenty-three 
persons  in  the  custody  of  the  State,  without  voice  as  to  the  nature  of  their  work,  lost 
their  lives  in  serving  their  sentences. 

H^  Those  were  county  convicts.  That  gives  some  indication]^of  the 
type  of  the  offenses. 

Mr.  Baktlett.  It  is  true  that  in  a  majority  of  these  cases  of  what 
you  call  misdemeanor  convicts,  they  are  sentenced  to  pay  a  fine,  or, 
m  default  thereof,  to  be  pimished  as  they  are  punished} 

Mr.  Harbison.  Yes. 

Mr.  Bartlett.  The  fine  is  imposed,  and  in  default  of  that  they 
must  work  it  out  ? 

Mr.  Harbison.  They  must  work  it  out;  yes. 

Mr.  Babtlett.  In  the  mines,  according  to  the  law  of  Alabama  t 

Mr.  Harrison.  Yes.  You  understana  that  not  all  men  are  sent 
to  the  mines,  however  ? 

Mr.  Bartlett.  That  is  what  I  am  trying  to  get  at. 

Mr.  Harrison.  No.  I  say  that  50  per  cent  of  the  convicts  are 
sent  to  the  coal  mines,  and  that  some  of  them  are  sent  to  the  tur- 

Sentine  camps.  The  State  has  a  farm  where  it  has  a  couple  of  hun- 
red,  and  they  have  a  stove  factory  where  some  of  them  are  employed. 
'  Mr.  Bartlett.  The  same  conditions  exist  in  the  District  of  Colum- 
bia here  to-day.  The  misdemeanor  convicts,  convicted  in  the 
police  court — tliis  came  out  in  an  investigation  before  the  Appro- 
priation Committee,  upon  a  question  asked  by  mjrself — the  misde 
meanor  convicts  in  the  police  court  of  the  District  of  Columbia, 
whether  convicted  of  violating  the  ordinances  of  the  city  of  Wash- 
ington— ^for  drunkenness,  disorderly  conduct,  or  any  minor  offense — 
are  sent  down  to  the  same  prison  and  work  together  with  the  same 

f prisoners  who  are  convicted  in  the  District  of  Columbia  court  for 
elonies.    That  is  so  in  this  District,  right  in  the  shadow  of  the 
Capitol. 

The  Chairman.  They  ought  to  start  a  whipping  post  in  this 
District. 

Mr.  Bartlett.  I  just  called  attention  to  that,  that  that  is  ao 
right  in  this  District. 

Mr.  YouNQ.  The  gentleman  who  wanted  to  start  the  whipping 
post  is  no  longer  a  Member  of  Congress.     [Laughter.] 

Mr.  Bartlett.  I  do  not  know  wnether  there  are  any  special  con- 
ditions that  exist  here,  but  it  is  a  fact  that  that  is  done  m  the  Dis 
trict  of  Columbia  to-day. 

Mr.  Harrison.  I  see. 

The  Chairman.  How  are  these  convicts  sent  up  for  misdemeanors 
procured?  In  what  way  are  they  obtained?  How  does  the  Ten- 
nessee Coal  &  Iron  Co.  and  these  other  companies  get  hold  of  themt 
That  is  what  I  want  to  know. 

Mr.  Harrison.  The  contracts  are  advertised,  and  the  compames 
bid  for  them.    They  are  let  to  the  highest  bidder. 

The  CHAiRBiAN.  These  people  are  just  put  up  and  sold  to  the  high- 
est bidder? 

Mr.  Harrison.  They  contract  for  the  convicts  for  a  certain  length 
of  time,  and  they  take  all  that  the  county  has;  that  is,  of  course,  they 
keep  coming  as  last  as  they  are  convicted. 
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The  Chaibmak.  They  agreei  in  advance,  to  take  the  supply,  what- 
ever it  may  be  ? 

Mr.  Harbison.  They  do. 

The  Chaibman.  No  matter  what  they  are  convicted  for,  how  long 
or  how  short  the  term,  if  they  have  any  term  of  imprisonment,  they 
take  them  and  work  out  that  term,  is  that  it  t 

Mr.  Habbison.  Yes. 

The  Chaibhan.  Whether  they  are  old  or  young,  black  or  white, 
convicted  of  a  f elonv  or  anything  else  ? 

Mr.  Habbison.  i  es. 

The  Chaibman.  How  do  they  get  these  people  into  these  mining 
camps  t  Does  the  State  or  the  county  send  them  there,  or  do  they  get 
thrail 

Mr.  Habbison.  The  State  brings  the  State  convicts,  and  mining 
camps-^the  companies — ^send  a  man  to  the  county  seat  where  a  man 
is  convicted,  ana  bear  the  expense  of  the  man,  of  course,  that  they 
send,  and  the  convicts  to  the  camp,  and  upon  his  release  they  send  him 
back  to  his  county  seat,  bearing  tne  expense,  and  sending  a  man  with 
him. 

The  Chaibman.  After  these  people  are  procured  and  gotten  into 
these  camps,  how  are  they  retamed  there  ? 

Mr.  Harbison.  Of  course  they  have  a  prison,  something,  at  least, 
that  is  called  a  prison,  with  a  wall  around  it.  The  men  are  kept  in 
prison  when  they  are  not  at  work.  When  they  are  at  work,  they 
are  in  the  mines,  where  the  guarding  is  very  easy,  and  escape  is 
rather  difficult  there. 

The  Chaibman.  How  do  they  get  work  out  of  these  convicts  ?  Do 
they  keep  them  in  there  for  so  many  hours  i 

Mr.  Habbison.  The  State  officials  divide  the  convicts  into  four 
classes,  based  on  their  physical  condition.  The  men  in  the  first 
class,  who  are  supposed  to  be  the  most  physically  able,  are  given 
a  certain  task  to  perform  daily,  and  the  men  in  the  second  class  a 
different  task,  and  in  the  third  class  a  less  task,  and  in  the  fourth 
class  less  than  that.  The  tasks  vary  from  mine  to  mine,  because  of 
differences  in  the  thickness  of  coal  scams,  the  hardness  of  the  coal, 
and  they  vary  also  as  to  whether  the  coal  is  mined  by  macliine  or 
whether  it  is  pick-mined  coal;  but  it  may  be  said  that,  in  general, 
throughout  the  districts  a  man  in  the  first  class  is  tasked  8  tons  of 
machine-mined  coal  or  4  tons  of  pick-mined  coal  per  day. 

The  Chaibman.  What  is  a  good  day's  work  for  a  skilled  miner  of 
experience  ? 

Mr.  Young.  If  the  gentleman  is  an  expert  in  the  business. 

The  Chairman.  Do  you  know  about  how  many  tons  an  expe- 
rienced miner  gets  out  ? 

Mr.  EL^BRisoN.  I  could  not  give  an  expert  opinioa  on  that.  I 
could  say  this,  however 

Mr.  Gardner.  What  is  vour  guess  ? 

Mr.  Harrison.  I  should  say  8  tons  was  not  above  the  average  of 
an  ordinary  average  man's  work. 

The  Chairman.  For  an  experienced  miner? 

^.  Harrison.  For  an  experienced  miner. 

Mr.  Gardner.  Is  8  tons  about  what  an  average  day's  work  is,  at 
ashless? 

Mr.  Harrison.  I  should  say,  on  a  guess,  it  is  a  little  more  than 
that. 


2966  UNITED  STATES  STEEL  COBPOBATION. 

Mr.  Reed.  I  think,  in  fairness  to  the  corporation,  I  should  repeat 
the  statement  made  at  the  last  hearing,  that  the  contract  of  the 
Tennessee  Coal  &  Iron  Co.  with  the  State  of  Alabama  for  convict 
labor  has  expired  and  no  State  convicts  are  now  employed  by  the 
Tennessee  Co. 

The  Chairman.  I  will  state  that  I  am  going  into  that  very  thing 
and  bring  those  people  up  here,  and  those  contracts,  and  introduce 
them  in  evidence  and  show  just  exactly  what  was  done. 

The  present  conditions  will  be  shown,  coming  right  down  to  the 
very  mmute,  what  convicts  were  retained  and  what  were  not,  and 
how  it  happened  and  all  about  it.     I  will  have  the  people  here. 

Mr.  Reed.  I  understand  that  the  conmiittee  has  decided  that  this 
matter  is  within  the  scope  of  the  inquiry  and  there  is  no  use  of  my 
objecting  any  further  about  it. 

The  C^iRMAN.  What  do  they  pay  for  these  convicts,  county  and 
State  I 

Mr.  Harbison.  The  State  convicts  are  paid  more  or  less  on  a  piece 
basis.  I  mean  to  say  that  the  companies  pay  by  the  month  for  men 
in  the  different  task  groups.  The  average  comes  somewhere  near 
the  common  labor  rate  for  State  convicts. 

The  Chairman.  Do  you  know  what  they  pay  for  State  convicts? 
Those  guilty  of  a  felony  ? 

Mr.  Harrison.  I  know  what  the  Tennessee  Co.  pavs. 

The  Chairman.  What  does  the  Tennessee  Co.  pay  i 

Mr.  Harrison.  The  Tennessee  Co.  made  a  contract  several  years 
ago  in  which  it  agreed  to  pay  $46  per  month  per  man  in  the  first  class, 
and  there  was  a  gradual  lowering  of  the  rate  down  to  a  man  in  the 
fourth  class  for  which  it  paid  $10.50.  They  also,  at  the  same  time, 
agreed  to  a  sliding  scale  m  practice  which  would  slide  upward  ana 
not  downward;  that  is,  any  mcreases  in  the  wage  paid  to  free  labor 
in  the  district  would  cause  a  proportionate  raise  oi  payment  for  the 
convicts;  and  since  this  contract  went  into  effect  there  have  been 
increases  in  the  free  labor  in  the  district  which  have  brought  the  pay- 
ment for  men  in  the  first  class  from  $46  to  $50.70  per  month,  for  men 
in  the  fourth  class  to  $11.57. 

The  Chairman.  What  do  they  pay  a  month  for  these  county  con- 
victs, the  young  fellows  ? 

Mr.  Harrison.  Thev  vary  between  different  companies,  but  the 
average  was  estimated  to  me  by  the  president  of  the  Alabama  Coal 
Operators'  Association  as  $12.50  per  man  per  month;  I  should  say 
per  person  per  month,  as  that  includes  men,  women,  and  youths. 

The  Chairman.  Do  they  feed  these  county  convicts  i  Does  the 
company  do  it,  or  does  the  State  do  it  t 

Mr.  Harrison.  The  company  does. 

The  Chairman.  Do  you  know  what  it  costs  to  feed  those  convicts 
per  day  1 

Mr.  Harrison.  I  do  not  know. 

The  Chairman.  Do  you  know  about  what  it  costs  ? 

Mr.  Harrison.  I  know  what  it  costs  to  feed  the  men  in  the  county 
jails  before  they  are  sent  to  the  camps.  That  cost  runs  from  7  to  10 
cents,  depending  upon  the  number  of  men. 

Mr.  Bartlett.  Per  day  ? 

Mr.  Harrison.  Per  day,  depending  upon  the  number  of  men.    I 
should  say  that  the  convicts  in  the  camps  are  fed  better  than  that 
My  guess  would  be — if  vou  care  for  a  guess  ? 
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The  Chairman.  An  estimate. 

Mr.  Habrison.  About  15  cents  a  day. 

The  Chairman.  About  15  cents  a  day  to  feed  them? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  You  mean  that  is  the  actual  cost  of  food,  not  taking 
into  account  the  cost  of 

Mr.  Harrison  (interposing).  Preparing  it  and  that  sort  of  thing! 

Mr.  Bartlett.  Yes. 

Mr.  Harrison.  That  is  what  I  mean. , 

Mr.  Bartlett.  Not  including  any  overhead  charges  1 

Mr.  Harrison.  That  is  only  for  the  food. 

Mr.  Bartlett.  Only  for  the  food  ? 

Mr.  Harrison.  Yes.    There  are  other  charges,  of  course. 

Mr.  McGiLLicuDDY.  Who  provides  the  lodgmg  ? 

Mr.  Harrison.  The  company. 

The  Chairman.  I  was  going  to  take  that  up. 

They  are  also  provided  with  lodging? 

Mr.  Harrison.  By  the  companies — the  company  owns  the  prison. 

The  Chairman.  What  sort  of  lodging  do  they  get  ?  How  are  they 
housed,  bedded,  and  so  on  ?  Just  describe  those  places  in  which  they 
keep  them  at  night. 

J^Ir.  Harrison.  The  prison  consists,  usually,  of  a  frame  building. 

Mr.  Bartlett.  Is  this  the  Steel  Corporation  that  he  is  talkmg 
about? 

The  Chairman.  Yes;  this  is  the  Tennessee  Coal  &  Iron  Co.,  alone, 
that  I  am  talking  about. 

^  Mr.  YoTJNO.  I  understood  the  witness  to  be  talking  about  condi* 
tions  generally,  there.     Is  not  that  correct,  Mr.  Harrison  ? 

Mr.  Harrison.  I  was  talking  with  regard  to  the  food — about  con- 
ditions in  general;  yes. 

Mr.  Young.  Yes. 

Mr.  Harrison.  You  understand  I  did  not  go  down  there  to  in- 
vestigate the  Steel  Corporation  convict  system  as  a  system.  I  inr 
vestigated  the  whole  system  of  handling  criminals  in  Alabama. 

The  Chairman.  Did  you  see  the  food  as  it  was  prepared  in  the 
kitchens  or  anywhere,  of  the  Steel  Corporation  1 

Mr.  Harrison.  I  saw  food  that  was  being  prepared  in  the  prison 
at  mine  No.  12  of  the  Tennessee  Co.  That  prison,  however,  housed 
the  State  convicts  that  were  employed  hjr  the  Tennessee  Co.  I  was 
told  there  by  the  men  who  were  preparing  the  food  what  was  the 
customary  daily  ration. 

The  Chairman.  For  both  county  and  State  convicts  ? 

Mr.  Harrison.  Yes. 

The  Chairman.  Tell  me  about  how  they  are  housed  in  the  barracks 
or  prison,  or  whatever  you  choose  to  call  it,  of  the  Tennessee  Coal  & 
Iron  Co.  there  in  Alabama;  how  these  convicts  are  provided  for,  at 
night. 

Mr.  Harrison.  They  are  housed  in  prisons,  as  I  say,  which  are 
made  up  of  large  cells;  they  call  them  cells;  thev  are  really  large 
rooms^  which  accommodate  from  30  to  60  men.  The  sanitarv  conai- 
tions  m  those  that  I  saw  were  good.  The  beds  were  double  beds, 
two  men  sleeping  in  a  bed. 

The  Chairman.  How  many  men  in  a  bed? 

Mr.  Harrison.  Two  or  three. 
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The  Chairman.  How  are  these  beds  made  t  What  do  they  consist 
oft  Are  they  oak  bedsteads,  or  brass  bedsteads,  or  what  kind  of 
bedsteads  do  they  sleep  in  i 

Mr.  Harrison.  Ihey  are  rather  simple  bedsteads.  I  do  not  think 
they  are  oak.  I  think  they  have  a  pine  framework,  vnth  some  kind 
of  strapping  underneath,  ropes  and  canvas. 

Mr.  bARTLETT.  Bed  cords  ? 

Mr.  Harrison.  Yes;  with  a  tick  and  blanket  and  pillow. 

The  Chairman.  What  is  in  the  tick  i 

Mr.  Harrison.  I  can  only  say  that  my  impression  is  that  it  is 
straw.     I  did  not  open  any  of  them. 

The  Chairman.  A  straw  tick  on  a  frame,  with  ropes  that  run 
across  the  bottom  and  anchored  to  the  top  of  the  ceiling  with  an  iron 
bar;  is  that  itt 

Mr.  Harrison.  That  is  the  case  in  the  prison  at  No.  12.  I  can  not 
say  as  to  the  others. 

Mr.  Bartlett.  Have  you  been  in  any  other  prison  than  these  and 
examined  prison  conditions  at  other  places  ? 

Mr.  Harrison.  I  had  an  assistant  cooperating  with  me. 

Mr.  Bartlett.  I  do  not  mean  only  in  Alabama,  but  elsewhere. 

Mr.  Harrison.  In  prisons  t 

Mr.  Bartlett.  Yes. 

Mr.  Harrison.  No;  I  have  been  in  jails,  but  not  in  prisons.  I 
have  been  in  county  jails,  but  not  in  State  prisons. 

Mr.  Bartlett.  1  his  sleeping  place  and  the  arrangement  about  the 
bed — its  being  capable  of  being  taken  out  of  the  way  and  the  room 
cleaned  up — is  the  usual  way  in  which  they  have  beds  in  prisons,  is 
it  not  ? 

Mr.  Harrison.  It  is  not  the  approved  way.  I  should  hardly  say 
it  is  the  usual  way. 

Of  course,  experts  in  prison  work  claim  that  you  should  not  house 
more  than  one  man  in  a  cell,  especially  where  the  convicts  are  a 
mixed  lot,  as  they  are  in  Alabama;  that  is,  for  instance,  you  have  men 
who  have  trespassed  upon  the  railroad  properties  housed  with  men 
who  have  committed  more  serious  crimes,  men  who  may  be  approach- 
ii^  the  stage  of  habitual  offenders,  so  that  your  more  or  less  small 
offenders  are  brought  into  direct  contact  with  the  more  serious 
oijenders,  and  you  nave,  instead  of  a  school  of  reform,  a  school  for 
crime. 

Mr.  Bartlett.  I  agree  with  you,  doubtless,  in  the  view  you  enter- 
tain on  that,  that  that  is  objectionable  and  ought  to  be  remedied; 
and  we  have  remedied  it  in  my  State — the  putting  together,  confining 
together,  of  persons,  even  of  men  convicted  of  small  offenses,  who  are 
unable  to  pay  fines,  with  men  who  are  convicted  of  felonies  or  who 
may  be  hardened  criminals.  That  is  a  matter  that  should  be  remedied 
by  the  authorities  that  have  a  right  to  remedy  it. 

Mr.  Reed.  I  doubt  if  it  can  be  remedied  by  Congress  or  throush  the 
Sherman  law.  .  . 

Mr.  Bartlett.  I  have  no  question  that  it  can  not  be  remedied  by 
Congress  in  those  jurisdictions  over  which  Congress  has  no  authority. 

The  Chairman.  All  Congress  can  do  is  to  investigate  the  great 
interstate  corporations  who  benefit  by  such  conditions  or  encourage 
them  by  utilizing  the  labor  provided  in  that  way. 

Mr.  Bartlett.  I  do  not  see  how  Congress  can  pass  a  law  to  pre- 
vent that. 
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Mr.  Reed.  I  quite  a^ee  with  the  chairman  that  the  ability  of 
Congress  to  investigate  is  unlimited. 

WS".  Young.  It  may  be  greater  than  its  authority,  however. 

Mr.  Reed.  Its  inclination  seems  to  be  a  little  ahead  of  its  power. 

Mr.  Gardner.  What  proportion  of  the  convicts  are  colored  and 
what  proportion  are  white  ? 

Mr.  Harrison.  A  little  over  80  per  cent  are  colored. 

Mr.  Gardner.  Are  the  white  men  shut  into  the  same  cells  with 
n^roest 

Mr.  Harrison.  No,  sir.  The  white  men  and  the  n^joes  are  in 
different  cells. 

Mr.  Gardner.  That  arrangement  must  provide  quite  a  revenue  ta 
the  State,  does  it  not! 

Mr.  Harrison.  In  the  last  few  years  the  net  revenue  to  the  State 
of  Alabama  from  State  convicts  has  been  about  $400,000  a  year,  and 
for  the  county  convicts  $100,000. 

Mr.  Gardner.  You  mean  that  is  the  net  profit  t 

Mr.  Bartlett.  It  is  all  net,  as  I  understand  it.  The  hirers  of 
these  convicts  pay  so  much  to  the  State,  and  take  the  chances  of 
escapes  and  everything  like  that. 

Mr.  Harrison.  It  is  not  all  net,  I  beg  your  pardon,  in  the  case  of 
the  State. 

Mr.  Bartlbtt.  Of  course  the  State  has  to  have  wardens  and  other 
officials,  and  that  expense  comes  out,  but  the  employer,  as  I  under- 
stand, of  these  convicts  pays  to  the  State  a  lump  sum  for  each  convict  f 

Mr.  HarrisoK.  Yes. 

Mr.  Bartlett.  And  they  take  him  with  all  the  hazards  ? 

Mr.  Harrison.  That  is  the  case  with  the  county,  but  not  with 
the  State.  The  State  feeds  its  own  prisoners.  It  takes  them  to  the 
prison  and  back  again,  so  that  those  expenses  must  come  out. 

Mr.  Gardner.  And  it  furnishes  the  prison  house  I 

Mr.  Harrison.  It  does  not  furnish  the  prison  house.  At  least 
it  does  not  in  some  cases.  I  do  not  know  whether  it  does  in  all. 
For  instance,  the  Tennessee  Co.  owns  the  prison  which  houses  the 
State  convicts,  and  that  is  an  additional  payment  that  the  Tennessee 
Co.  makes  for  its  labor.  I  mean  to  say,  if  you  are  going  to  ascertain 
all  the  costs  of  the  company  for  its  State  convict  labor,  the  interest 
on  that  investment  ana  the  wear  and  tear  of  the  buildings  should 
be  figured  in,  of  course. 

Mr.  McGiLLCUDDY.  Wliat  hours  per  day  do  these  convicts  labor  ? 

Mr.  Harrison.  It  is  on  a  task  basis  rather  than  on  an  hour  basis. 
I  mean  to  say  a  man  must  get  out  eight  tons  of  coal,  if  he  is  in  the 
first  class,  regardless  of  the  time  it  takes.  It  usuall]^,  I  should  say, 
takes  about  the  same  length  of  time  as  free  labor  in  the  district, 
which  is  more  or  less  on  a  10-hour  basis  in  the  coal  mines. 

Mr.  Sterling.  If  he  fails  or  refuses  to  perform  the  task,  what  is 
done  ?    Is  he  punished  ? 

Mr.  Harrison.  There  are  three  n^ethods  of  keeping  the  men  up  to 
their  tasks: 

If  he  fails  to  get  out  his  required  task  and  does  not  have  a  sufficient 
excuse,  he  can  be  strapped,  flogged. 

If  he  persistently  fails,  and  that  kind  of  treatment  does  not  correct 
his  failures,  he  can  be  put  in  solitary  confinement  for  30  days  on  a 
bread-and-water  diet,  providing  that  after  the  third  day  the  State 
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physician  examines  him  and  decides  that  his  physical  condition 
would  permit  of  that  kind  of  treatment. 

The  third  method  is  of  course  the  better  one  of  the  three.  A 
bonus  is  offered,  or  a  payment  to  the  convicts  for  coal  mined  above 
their  required  task. 

In  the  camps  of  State  convicts  the  bonus  is  approximately  the  free- 
labor  rate,  in  the  camps  of  th'e  county  convicts  it  is  about  half  the 
free -labor  rate. 

Mr.  Sterling.  Do  some  of  them  make  money  out  of  that  ? 

Mr.  Harbison.  And  some  of  them,  by  reason  of  that  method,  draw 
something  for  their  extra  work. 

The  Chaibman.  What  sort  of  a  delicate  instrument  do  they  use  for 
the  flog^g — a  peach-tree  switch,  or  something  like  that! 

Mr.  Harrison,  i  saw  one  strap  which  was  made  out  of  leather 
about  5  feet  long,  three-ply  leather,  and  had  a  wooden  handle  on  it. 

The  Chairman.  Three-ply  ?  Three  different  thicknesses  of  leather  t 
That  is  what  would  make  a  good  tug  for  a  wagon  harness ) 

Mr.  Harrison.  It  much  resembled  a  tug. 

The  Chairman.  Did  you  ever  see  anybody  that  had  been  flogged 
with  an  instrument  like  that  in  the  Tennessee  Coal  &  Iron  Co.'s  employ 
or  service? 

Mr.  Harrison.  It  happened  that  the  day  that  I  visited  the  prison 
where  the  State  convicts  were  kept  which  were  employed  by  the 
Tennessee  Co.  I  saw  a  man  who  haa  been  flogged  a  day  or  two  biefore. 
I  think  it  was  more  or  less  of  a  coincidence,  because  he  did  not  know 
who  I  was  or  why  I  was  there;  but  he  saw  I  was  a  stranger,  and  he  had  a 
grievance,  and  he  pulled  off  his  shirt  and  showed  me  his  bade  in 
the  presence  of  the  dog  warden,  who  was  taking  me  around. 

The  Chairman.  The  dog  warden  1 

Mr.  Reed.  Why  did  they  select  the  dog  warden  for  you  ? 

Mr.  Danporth.  What  was  the  man's  condition  ? 

Mr.  Harrison.  His  back  was  black  and  blue  from  strappin£s. 
The  flesh  was  not  cut  open.  He  told  me  that  he  had  been  uaoly 
enough  treated  «o  that  the  prison  physician  had  treated  his  back, 
and  nis  back  showed  where  adhesive  tape  had  been  torn  off.  He 
evidently  had  had  that  on. 

Mr.  Danforth.  Are  the  State  prisone  s  confined  with  county 
prisoners,  or  are  they  kept  in  separate  buildings) 

Mr.  Harrison.  In  separate  buildings,  in  general. 

Mr.  Danforth.  So  that  the  classes  of  convicts  that  are  put  into 
the  same  rooms,  in  these  double  beds,  are  still  separated  by  tne  State 
and  county  divisions  ? 

Mr.  Harrison.  Yes;  they  have  that  much  discrimination. 

Mr.  Danporth.  They  use  the  double  beds  in  one  prison  with  the 
prisoners  who  have  been  convicted  of  felonies  and  the  county  prison- 
ers occupy  the  double  beds  in  the  other  1 

Mr.  Harrison.  Yes. 

Mr.  Gardner.  How  is  discipUne  maintained  in  the  road  camps 
where  the  county  is  buUding  roads,  for  instance  t 

Mr.  Harrison.  I  can  not  say  as  to  that. 

Mr.  Young.  You  did  not  investigate  that  at  all  t 

Mr.  EL^RRisoN.  They  have  no  road  building  in  Alabama  by 
oonvicts. 

Mr.  Qardner.  They  have  no  chain  gang  in  Alabamat 
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Mr.  Harrison.  They  have  a  chain  gang  in  Alabama,  but  it  is  com- 
posed of  city  prisoners,  such  as  the  Birmingham  prisoners. 

Mr.  Gardner.  They  are  just  engaged  in  cleaning  the  streets  ? 

Mr.  Harrison.  Yes. 

I^lr.  Gardner.  I  wondered  how  that  was  in  other  States.  There 
18  a  chain  gang  in  Soutli  Carolina  always  on  the  roads.  I  have  seen 
them. 

Mr.  Bartlett.  Yes.  Georgia  works  the  convicts  on  the  roads — 
a  certain  class  of  convicts;  but  it  has  a  prison  farm,  to  which  it  sends 
them,  also. 

Mr.  Gardner.  Do  thev  flog  them  there  ? 

Mr.  Harrison.  They  have;  yes. 

Mr.  Danforth.  I  understood  you  to  state  the  State  has  its  ward- 
ens and  guards  there,  who  have  charge  of  these  men,  or  supervision 
of  the  State  prisoners  ? 

Mr.  Harrison.  Of  the  State  prisoners;  yes,  sir. 

Mr.  Danforth.  And  the  same  with  the  coimty  prisoners}  Do 
they  have  their  own  county  officials  1 

Mr.  Harrison.  The  wai'dens  and  guards  of  the  county  convicts 
are  employees  of  the  company,  but  approved  by  the  State  Board  of 
Convict  Inspectors. 

The  Chairman.  So  that  the  Tennessee  Coal  &  Iron  Co.  whips  its 
own  convicts  whenever  it  is  necessarv  ? 

Mr.  Harrison.  As  I  say,  the  waraen  who  does  the  whipping  is  an 
einployee  of  the  company. 

The  Chairman.  And  responsible  to  the  company;  that  is,  he  can 
be  discharged  by  the  company  f 

Mr.  Harrison.  Yes;  that  is  my  understanding;  but  on  the  other 
hand 

The  Chairman.  Does  the  State  pay  this  warden  who  flogs  these 
creatures,  taken  up  for  playing  golf  on  Sunday  and  plaving  dominoes 
on  Sunday  and  walking  on  the  right  of  way  of  a  railroad  track  on 
Sunday  and  other  heinous  crimes  like  that?  Does  the  State  pav 
anythmg  for  having  those  people  flogged  by  the  Tennessee  Coal  & 
Iron  Co.,  or  does  it  do  that  gratis,  when  it  is  necessary  t 

&fr.  Bartlett.  He  has  not  said  that  a  misdemeanor  convict  was 
flowed. 

Tne  Chairman.  Are  they  flogged  1 

Mr.  Harrison.  Misdemeanor  convicts  hired  out  into  the  mines, 
who  refuse  to  do  their  work,  and  who  are  adjudged  able  to  work  are 
flogged. 

Mr.  Reed.  The  witness  was  about  to  say  something  when  the 
chairman  put  the  last  question.  What  was  that,  when  you  said, 
"But,  on  the  other  hand"  ? 

Mr.  Harrison.  I  can  not  remember  now. 

Mr.  Reed.  Speaking  of  the  flogging  of  the  Tennessee  Coal  &  Iron 
Co.'a  employees. 

Mr.  Gardner.  It  was  with  reference  to  who  did  the  flo^gin^. 

Mr.  Harrison.  I  think  what  I  was  going  to  say  was  with  reierence 
to  the  company  being  able  to  discharge  the  warden.  I  was  going 
to  say  that,  on  the  other  hand,  I  think  the  State  officials  could  insist 
on  the  discharge  of  a  man,  inasmuch  as  he  must  be  approved  by  the 
convict  board.    I  should  imagine  if  he  were  flagrantly  bad  in  his 
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administration  of  the  camp,  according  to  the  standard  set  up  bj  the 
convict  bureau  they  could  insist  on  his  discharge. 

The  Chairman.  W  ho  would  decide  that  he  was  flagrantly  bad  ? 
Is  he  under  anybody  else's  eye  except  that  of  the  convicts  ne  flogs 
and  his  employer  from  whom  he  does  the  flo^ng? 

Mr.  Harrison.  The  county  convicts  are  supposed  to  be  under  the 
inspection  of  the  State  board  of  convict  inspection,  in  the  sanae  way 
that  the  State  convicts  are,  and  the  State  physician  is  required  to 
make  a  tour,  and  comes  once  a  month  to  task  the  men.  I  mean  they 
are  retasked  every  month.  So  that  I  should  imagine  that  flagrant 
abuses  would  come  under  his  notice  at  those  times. 

The  Chairman.  You  say  one  man  that  had  been  severely  flogged. 
What  was  his  physical  condition?  Was  he  sick  or  well,  to  all 
appearances  ? 

Mr.  Harrison.  He  claimed  that  he  was  sick. 

The  Chairman.  How  did  he  look  ? 

Mr.  Harrison.  He  looked  to  me  as  though  he  might  be  sick.  He 
did  not  look  Uke  a  well  man — that  is,  a  strong  man — to  me.  He  had 
just  come  from  the  mines  and  had  just  washed  up;  but  he  was  tired 
and  that  may  have  made  him  look  less  strong  than  otherwise. 

Mr.  Gardner.  Was  he  a  black  man  or  a  wnite  man  t 

Mr.  Harrison.  He  was  a  white  man.  He  was  thin  chested  and 
and  hollow  eyed. 

Mr.  Bartlett.  Have  you  ever  examined  the  law  of  the  State  of 
Alabama  in  reference  to  poUcing  convicts  and  the  provisions  for  their 
proper  feeding,  and  everything  Uke  that — the  statute  under  which 
these  things  are  supposed  to  be  done  ? 

Mr.  Harrison.  I  have;  some  of  them. 

Mr.  Bartlett.  Do  you  know  whether  or  not  it  is  followed  f  I  wiD 
read  it  to  you.  The  law  provides  for  a  board  of  inspectors.  I  read 
from  the  Alabama  statutes: 

The  board  of  inspectors  shall  adopt  such  rules,  to  be  approved  by  the  governor,  as 
are  necessary  to  prevent  inhumane  treatment  or  cruel  or  excessive  punishment  of 
State  and  county  convicts,  and  also  to  regulate  the  time  and  amount  of  work  to  be 
performed  by  them  and  the  manner  of  working  them. 

Had  you  examined  that  law  ? 

Mr.  Harrison.  I  have,  and  I  understand  that  is  still  in  forM. 

Mr.  Bartlett.  Another  section  of  the  law  reads: 

It  shall  be  the  duty  of  the  president  and  of  the  inspectors 

That  is,  the  president  of  the  penitentiary  ? 

Mr.  Harrison.  That  refers  to  the  State  board  of  convict  inspeotoiB. 

Mr.  Bartlett  (reading): 

It  shall  be  the  duty  of  the  president  and  of  the  inspectors  to  report  all  violationa 
of  the  law  in  rerrard  to  convicts  that  may  come  to  their  knowledge  to  the  proper  solic- 
itor; and  all  indictments  for  the  same  shall  bo  tried  in  the  circuit  court  or  ooart  oC 
like  jurisdiction  of  the  county  where  the  offense  was  conmiitted. 

Then  it  is  not  so  much  the  fault  of  the  law,  if  there  is  any  inhu- 
mane treatment  or  punishment,  as  it  is  the  act  of  the  p^Bon  having 
charge  of  the  convicts,  that  this  punishment  was  unusual  or  eevare 
or  cruel. 

Mr.  Harrison.  That  would  be  my  opinion;  yes. 

Mr.  Gardner.  It  depends  somewhat  on  the  interpretation  of  the 
word  *' cruelty"  and  the  word  *' severity/'  does  it  not! 
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Mr.  Harrison.  Yes. 

Mr.  Bartlett.  Would  you  regard  that  case  to  which  you  referred 
as  a  case  of  excessive  punishment  or  cruel  punishment  t 

Mr.  Harrison.  Yes;  I  did,  in  that  case.  Of  course,  I  did  not 
know  all  of  the  subsidiary  facts.  For  instance,  I  do  not  know  but 
what  he  might  have  been  a  very  stubborn  man,  and  have  persist- 
ently irritated  the  warden,  and  that  he  may  have  had  some  per- 
sonal grievance. 

Mr.  Bartlett.  That  would  be  a  cruel  punishment,  even  if  that 
were  the  f  act^  would  it  not  ? 

Mr.  Harrison.  That  would  not  affect  the  cruelty  of  it,  of  course. 

Mr.  Bartlett.  The  punishment  provided  against  by  the  statute 
does  not  regulate  the  excessiveness  of  the  pumshment  by  the  char- 
acter of  the  offense,  I  apprehend,  when  it  comes  to  lashing  or  flogging 
a  man.  It  says  it  shall  not  be  cruel  or  excessive.  Did  you  make  any 
suggestion  to  any  officer  in  regard  to  this  case  ? 

Mr.  Harrison.  In  regard  to  the  case  to  which  I  have  referred  ? 

Mr.  Bartlett.  Yes. 

Mr.  Harrison.  I  went  to  the  hospital  and  asked  the  hospital 
physician  there  about  this  fellow.  I  said  that  I  had  seen  his  back, 
and  it  seemed  to  me  that  he  had  been  whipped  too  hard.     I  said: 

Further,  he  tells  me  he  is  sick. 

And  I  said : 

What  is  the  fact? 

The  physician  said : 

He  has  been  telling  us  that  every  morning,  and  we  have  been  examining  him 
carefully,  and  we  have  not  been  able  to  diagnose  any  sickness  in  him — anything 
that  is  sufficient  to  keep  him  from  doing  his  regular  task. 

He  said  also  that  the  man  had  done  some  things  that  they  consid- 
ered worthy  of  severe  punishment.  For  instance,  one  thing  that  he 
had  done,  he  claimed  that  his  coffee  was  never  hot  when  it  was  served 
to  him  in  the  building,  in  the  dining  room,  and  one  day  he  built  a  fire 
in  the  mine  to  heat  his  coffee  on. 

Mr.  Young.  Jn  the  coal  mine  ? 

Mr.  Habrison.  Yes;  and  of  course  a  fire  in  a  coal  mine  is  a  very 
dangerous  thing.  For  that  reason  they  felt  that  he  deserved  all  he 
got. 

Mr.  Oabdneb.  Was  this  doctor  a  State  official  or  an  official  of  the 
company,  with  whom  you  conversed  i 

Mr.  Habrison.  He  was  a  State  official.  This  is  the  State  prisoners 
that  I  am  speaking  of. 

Mr.  Gabdneb.  I  understand. 

Mr.  YoxjNO.  Then,  this  man  was  flowed  by  the  State  authorities  1 

Mr.  Habbison.  By  the  State  warden. 

Mr.  Young.  Oh,  yes.  Did  you  personally  know  of  any  case  where 
these  county  prisoners  were  flogged  ? 

Mr.  Habbison.  No.  I  saw  no  county  convicts  that  were  flowed. 
I  heard  tales  of  men  who  were  flogged — county  convicts. 

Mr.  Young.  Did  you  run  those  down  to  ascertain  whether  they 
were  true  or  not  ? 

Mr.  Habbison.  I  attempted  to  run  one  down,  and  one  that  had 
come  to  the  notice  of  the  court.    A  man  by  the  name  of  Ford,  who 
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had  been  floffged  and  who  later  died — a  county  convict.  The  rela- 
tives of  Fora  brought  suit  against  the  company  and  lost  the  suit. 
Then,  I  believe,  they  brought  suit  against  the  warden  himself  and  lost 
that.    I  went  to  the  courthouse  to  get  the  record. 

Mr.  Young.  Who  was  the  warden;  a  company  officer? 

Mr.  Harrison.  In  that  case;  yes. 

The  Chairman.  Of  what  company  ? 

Mr.  Harrison.  This  was  the  Tennessee  Co.  before  it  wafi  a  part  of 
the  Steel  Corporation. 

Mr.  Bartlbtt.  The  law  provides  on  that — ^I  read  from  the  Alabama 
law: 

Each  prison  or  camp  eihall  be  under  the  control  of  a  warden,  and  such  other  persona 
as  may  be  necessar^r,  who  shall  be  employed  and  paid  by  the  contractor,  and  may  be 
dischaised  at  any  time  by  the  president  of  the  board;  but  no  person  shall  be  employed 
to  guard  or  control  convicts  without  a  license  from  the  president  of  the  board  to  act  in 
such  capacity. 

So  that  these  wardens,  while  they  are  employed  and  paid  by  the 
Steel  Corporation,  or  by  those  who  operate  the  convicts,  have  to  take 
those  who  are  licensed  by  the  State  board^  and  they  have  to  take  those 
whom  the  State  board  approves.    That  is  true  ? 

Mr.  Harrison.  Yes;  that  is  the  statement  I  made  previously ,  I 
believe. 

Mr.  McGiLLicuDDY.  Who  is  to  judge  about  the  flogging;  one  of  the 
officers  of  the  State,  or  of  the  company  ? 

Mr.  Harrison.  You  mean,  who  is  to  be  the  judge  of  the  necessity 
for  it » 

Mr.  McGiLLiouDDY.  Who  would  pass  judgment  on  a  man  as  to 
whether  he  had  offended  so  as  to  deserve  flogging? 

Mr.  Harrison.  I  believe  the  system  is  that  one  of  the  company 
men  keeps  a  record  of  the  amount  of  coal  that  each  man  gets  out  in 
a  day,  and  of  course  he  knows  what  the  requirement  is  for  each 
man. 

Mr.  MoGiLLiouDDY.  Who  has  the  power  to  order  the  flo^;ing  in 
any  given  case  ?  . 

Mr.  Harrison.  This  report  is  made  to  the  warden.  It  is  in  the 
warden's  discretion. 

Mr.  McGiLUOUDDY.  And  he  is  a  State  official,  under  this  law,  I 
believe? 

Mr.  Harrison.  He  is  a  State  official  in  the  sense  that  he  is  approved 
and  licensed  by  the  State  board,  but  not  paid  by  the  State. 

Mr.  Young.  That  is,  as  to  the  county  prisoners  ? 

Mr.  Harrison.  As  to  the  county  prisoners;  yes. 

Mr.  Gardner.  Who  decides  the  adequacy  of  the  excuse  of  which 
you  spoke  a  little  while  ago  ? 

Mr.  Harrison.  If  the  excuse  is  based  on  physical  condition,  the 
physician  at  the  convict  camp  would  decide  on  that. 

Mr.  BARTLETr.  I  think  I  could,  by  reading  this  act,  throw  light  on 
it,  if  you  would  like  to  hear  it,  Mr.  Gardner? 

Mr.  Gardner.  I  should  like  very  much  to  hear  it. 

Mr.  Young.  I  think  it  might  be  well  to  put  the  whole  act  in  the 
record. 

Mr.  Bartlett.  Yes;  I  will  put  the  material  parts  of  it  in. 

No  convict  must  be  punished  in  any  other  way  than  is  provided  by  the  board  of 
inspectors. 
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Mr.  YouNO.  I  am  very  anxious  to  hear  those  provisions  of  the  law 
of  Alabama. 

Mr.  Bartlbtt  (reading) : 

Corporal  punishment  of  convicts;  record  of  same  kept. 

No  cruel  or  excessive  punishment  shall  be  inflicted  on  any  convict,  and  no  corporal 
punishment  of  any  kind  shall  be  inflicted  except  as  it  shall  have  been  previously 
prescribed  bv  the  rules  of  the  board  of  inspectors  and  of  which  the  convict  shall  have 
been  notifiea,  and  such  punishment  shall  be  inflicted  only  by  the  party  authorized 
by  the  president  of  the  board  of  inspectors  to  inflict  it.  The  person  authorized  bv 
the  president  of  the  board  of  inspectors  to  inflict  punishment  shall  keep  a  well- 
bound  book,  to  be  known  as  the  Record  of  punishments,  in  which  he  shall  record  all 
punishments  of  whatever  character  inflicted  on  convicts,  giving  the  name  of  t^e 
convict  punished,  offense,  date,  character,  and  exact  extent  or  quantity  of  punish- 
ment; and  it  shall  be  the  duty  of  the  president  of  the  board  to  carefully  examme  this 
record  at  least  once  in  each  month.  Any  false  entry  in  such  record,  or  any  failure  to 
make  entry  therein  as  required  by  this  section,  is  a  misdemeanor. 

That  is  from  the  Alabama  law. 

Mr.  Young.  You  have  not  the  rules  that  have  been  adopted  by 
the  inspectors  there  ? 

Mr.  Harrison.  I  have  them. 

Mr.  Bartlett.  They  would  not  be  in  the  statute,  of  course  ? 

Mr.  Young.  No;  I  suppose  not,  unless  they  were  put  in  as  an 
appendix,  or  something  of  that  kind. 

Mr.  Beall.  It  is  all  very  beailtiful  in  theory,  but  I  dar^  say  there 
are  10  men  punished  where  there  is  a  record  kept  of  1. 

The  Chairman.  Are  these  men  whipped  on  the  bare  back  ?  Tell 
how  thev  whip  them. 

Mr.  Harrison.  They  are  whipped  over  one  garment  on  their  backs. 

The  Chairman.  How  do  they  fasten  them  1  Are  they  placed  on 
the  ground,  or  up  gainst  a  post,  or  what  is  done  in  that  regard ! 

Mr.  Harrison.  Tne  man  lies  down.  Usually  he  is  whipped  inside 
theprison  and  lies  down  on  the  floor. 

The  CHAiRiiAN.  Flat  on  his  face  ? 

lir,  Harrison.  Yes. 

The  Chairman.  He  is  then  flogged  with  a  thong  as  big  as  a  wagon 
tug  or  trace,  composed  of  three  phes  of  hard  leather  5  feet  long, 
fastened  to  a  woooen  handle  ? 

Mr.  Young.  The  witness  did  not  use  that  reference  to  a  tug. 

Mr.  Bartlett.  He  said  it  was  three-ply  leather. 

The  Chairman.  How  does  it  compare  with  the  ordinary  leather 
trace  used  in  harness  where  horses  are  pulling  a  heavy  wagon  ? 

Mr.  Harrison.  I  said  it  looked  to  me  a  good  deal  hke  a  tug.  It  is 
not  quite  as  long. 

Mr.  Bartlett.  It  is  broader  ? 

Mr.  Harrison.  It  is  a  little  broader  than  a  tug. 

Mr.  Danforth.  Did  you  see  this  done  at  all  ? 

Mr.  Harrison.  No;  x  saw  the  instrument. 

Mr.  Danforth.  Where  did  you  get  your  information  as  to  how  it 
was  done  1 

Mr.  Harrison.  I  saw  the  man  who  had  been  flogged  and  he  told 
me. 

Mr.  Danforth.  He  told  you  about  it  t 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  Did  you  ever  see  one  of  these  instruments  of 
punishment  t 

Mr.  Harrison.  Yes;  I  saw  one  of  them. 
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The  Chairman.  How  many  licks  are  they  allowed  to  strike  these 
convicts  ? 

Mr.  Harrison.  Fifteen. 

Mr.  Young.  Is  there  any  requirement  as  to  a  physician  being 
present,  or  something  like  that,  when  the  punishment  is  inflicted  ? 

Mr.  Harrison.  In  cases  where  more  than  15  strokes  are  inflicted 
the  whipping  must  be  done  in  the  presence  of  the  State  physician  or 
some  representative  of  his. 

Mr.  Gardner.  What  is  your  own  idea  about  the  question  of 
whether  this  requirement  is  kept  as  to  these  regulations  in  a  leather- 
bound  book  of  punishments,  or  whatever  nature,  as  to  whether  those 
records  are  accurately  kept  ? 

Mr.  Harrison.  You  ask  me  for  my  own  impression? 

Mr.  Gardner.  I  am  speaking  in  general;  and  in  regard  to  the 
Tennessee  Coal  &  Iron  Co.  in  particular. 

Mr.  Young.  Perhaps  the  witness  knows  nothing  about  it.  If  he 
does  know,  let  us  hear  it. 

Mr.  Gardner.  I  would  like  his  impression. 

Mr.  Harrison.  My  impression  is  that  in  a  case  of  State  convicts 
the  treatment  is  better  than  in  the  case  of  county  convicts.  I  mean 
to  say  that  wState  wardens  usually  feel  a  greater  responsibilitv 
for ,  • 

Mr.  Gardner.  I  am  speaking  about  the  keeping  of  the  records. 

Mr.  Harrison.  Oh.    The  keeping  of  the  records? 

Mr.  Gardner.  Yes.  Mr.  Beall  seemed  to  think  that  probably 
there  are  a  good  many  more  punishments  inflicted  than  actually  are 
inscribed  in  the  leather-bound  book  of  which  Mr.  Bartlett  read  in  the 
statutes  of  Alabama.  Did  you  hear  that  complaint  made — that  the 
record  was  not  kept  accurately  ? 

Mr.  Harrison.  No,  I  did  not  hear  that.  I  saw,  in  Monteomeiy, 
at  the  headquarters  of  the  State  convict  inspectors,  reports  that  had 
come  into  the  board  from  the  diflFerent  camps  showing  men  who  had 
been  punished  and  the  number  of  strokes  inflicted.  Some  of  those 
reports  were  rather  lengthy,  so  my  impression  would  be  that  the 
reporting  was  looked  after  fairly  well. 

Air.  Beall.  I  made  that  suggestion  because  in  my  own  State, 
where  the  same  deplorable  system  hi^  prevailed,  they  had  an  inves- 
tigation of  the  penitentiary  system  about  two  vears  ago  and  it  dis- 
closed a  most  horrible  condition  of  affairs,  where  the  guards  would  have 
those  prisoners  thrown  down,  and  a  convict  put  on  his  head  and 
another  one  on  his  feet,  and  they  would  be  punished  in  a  most  brutal 
manner. 

Mr.  Gardner.  You  are  speaking  of  convict  contract  laborers  ? 

Mr.  Beall.  Yes.  I  dare  say  no  evidence  of  any  of  those  punish- 
ments ever  went  into  the  records  at  all. 

Mr.  Gardner.  I  should  think  that  the  Tennessee  Coal  &  Iron  Co. 
would  be  particularly  careful  to  keep  their  records  accurately.  I 
mean  to  say,  more  so  than  corporations  which  would  be  less  likely  to 
be  under  fire. 

Mr.  Beall.  That  may  be.  I  hope  it  is  true.  I  do  not  think  the 
Tennessee  Coal  &  Iron  Co.  is  the  only  offender. 

Mr.  Bartlett.  Do  you  know  the  record  had  to  be  kept  under  the 
law? 
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&Ir.  Harrison.  I  just  made  the  statement  that  I  saw,  in  Mont- 
gomery, reports  that  had  come  in  from  the  different  camps  showing 
the  punishments.  Of  course  I  do  not  know  how  full  those  reports 
were;  that  is,  whether  they  gave  all  the  cases.  I  know  that  reports 
are  made. 

Mr.  Bartlett.  All  systems  of  this  sort  that  can  be  devised,  are  liable 
not  to  be  carried  out  properly  at  times,  I  suppose.  You  have  to  have 
human  agency. 

Mr.  Harrison.  Yes.  Of  course  I  think  there  are  some  very  flagrant 
wrongs  or  failures  in  this  system,  as  a  prison  svstem. 

Mr.  Bartlett.  So  far  as  I  am  concerned,  1  have  no  hesitancy  in 
saying  that  I  think  the  hiring^ut  system,  as  appUed  to  convicts,  is  an 
abominable  system. 

Mr.  Gardner.  I  do  not  think  there  is  very  much  difference  among 
the  members  of  this  committee  as  to  the  system  itself. 

Mr.  Reed.  I  think  we  will  agree  as  to  that  with  the  committee; 
and  we  are  getting  out  of  it  just  as  quickly  as  we  can. 

The  Chairman.  When  you  talk  to  me  about  whipping  a  man  with 
a  5-foot  thong  like  that,  giving  him  15  lashes  on  his  back  at  the  hands 
of  an  able-bodied  man,  and  then  go  into  a  discussion  as  to  whether  or 
not  it  is  brutal,  in  my  mind  it  is  nke  speaking  of  the  kindly  use  of  the 
thumbscrew  or  the  boot.  It  is  impossible  that  a  man  should  be 
beaten  and  bruised  with  such  an  inhuman  thing  as  that  without 
shocking  the  sensibihties  of  every  man  who  has  any  feeling  for  his 
fellow  man. 

Mr.  Young.  It  seems  to  me  the  thing  that  is  most  open  to  criti- 
cism in  this  system  is  that  the  punishments,  under  certain  circum- 
stances, are  in  the  hands  of  men  employed  and  paid  by  some  one  who 
might  have  a  money  interest. 

Mr.  Harrison.  That  is  true. 

Mr.  Young.  There  is  always  a  chance  for  abuse  in  such  a  situation. 
But  it  is  also  true  that  among  the  criminals  in  the  State  prison  there 
are  some  characters  that  it  is  almost  impossible  to  mana^ge,  and  that  if 
they  are  not  made  to  obey  the  whole  prison  discipline  is  thrown  into 
disorder.  We  ought  to  take  every  care  we  can  tnat  men  who  inflict 
punishment  should  have  no  interest  but  the  good  government  of  the 
prison;  but  I  can  conceive  that  you  will  never  have  an  effective  prison 
sjrstem  that  does  not  maintain  the  opportunity  for  some  physical 
punishment  at  times. 

The  Chairman.  That  is  far  away  from  the  question  we  are  investi- 
gating; but  prisons  are  controlled  without  that.  There  is  a  prison  in 
Colorado,  there  are  many  Federal  prisons,  which  the  highest  authori- 
ties agree  are  maintained  in  perfect  order,  where  there  is  absolutely 
no  semblance  of  corporal  punishment.  The  use  of  a  lash  upon  a 
human  back,  whether  in  the  days  of  slavery  or  now,  is,  in  my  opinion, 
an  utter  abomination  and  absolutely  unnecessary.  There  are 
thousands  of  ways  in  which  a  man  can  be  punished,  such  as  solitary 
confinement 

Mr.  Young.  Which  is  a  great  deal  worse;  and  this  law  regards  it  as 
worse. 

The  Chairman.  There  are  innumerable  other  ways  by  which  a  man 
can  be  punished  rather  than  by  the  humiliation  and  brutality  of 
cutting  his  back  into  ribbons. 
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Mr.  Habbison.  There  is  a  distinction  to  be  drawn  between  corporal 
unishment.  For  instance,  between  disciplining  a  man  and  forcing 
im  to  work.  If  punishment  is  done  purely  with  the  end  in  view  w 
disciplining  the  man,  with  the  hope  of  sooner  or  later  rehabilitating 
him  and  putting  him  on  his  feet  and  being  able  to  send  him  back  into 
society  not  as  a  danger  to  society,  that  is  one  thing;  but  when  you  tie 
up  discipline  with  economic  motives,  in  other  words,  when  a  man  who 
has  charge  of  the  disciplining  would  naturally  be  the  man  who  woidd 
want  to  get  out  coal,  I  say  you  are  tying  it  up  with  economic  motives; 
and  we  know  that  in  free  labor,  where  a  man  has  control  over  another 
man,  sweaters  and  drivers  are  developed,  and  it  would  be  only  natural 
to  expect  that  as  much  would  develop  among  these  wardens  who  have 
convicts  in  their  hands.   « 

Mr.  Babtlett.  Coming  back  to  the  other  matter:  Do  you  not 
think  that  the  Alabama  law,  which  provides  for  the  control  and  hir- 
ing out  of  convicts,  the  section  which  I  read  you,  makes  pretty  ample 
provision  for  protecting  the  convicts  ?  I  am  not  speaking  about  the 
way  in  which  it  is  carried  out.  All  the  laws,  sometimes,  or  frequently, 
are  defectively  carried  out.  Do  you  not  think,  however,  not  with 
regard  to  the  policy  or  propriety  of  the  system  of  hiring  out  convicts — 
I  do  not  ask  you  to  approve  that,  because  I  do  not  approve  it  myself — 
do  you  not  think  that  the  Alabama  Legislature  has  provided  in  the 
act  machinery  which  indicated  that  it  was  their  intention  to  try  to 
protect  convicts  from  excessive  or  inhuman  treatment  ? 

Mr.  Habbison.  I  think  that  is  true;  yes. 

Mr.  Babtlett.  And  if  there  have  been  cases  like  the  one  vou  have 

stated^  or  other  cases  which  you  may  not  have  had  called  to  your 

attention,  where  the  law  has  not  been  carried  out  as  intended,  that 

s  the  fault  not  of  the  law  but  of  the  administration  of  it  in  the 

hands  of  men  ? 

Mr.  Habbison.  Yes.  I  should  say,  as  you  have  indicated,  that  the 
law  is  fairly  ample  for  the  protection  against  abuses  in  punishment, 
but  that  the  administration  of  the  law  is  such  that  it  makes  it  hard, 
or  rather  the  system  is  such,  through  hiring  them  out,  and  so  forth, 
that  it  is  hard  to  administer  that  law. 

Mr.  Danfobth.  Your  objection  goes  to  a  State  having  such  a  law, 
then,  of  liiring  out  convict  labor  ? 

Mr.  Habbison.  Yes.  The  great  bulk  of  my  criticism  has  been 
against  the  State  of  Alabama;  against  the  system. 

Of  course,  I  think  this:  That  all  companies,  whether  the  Steel  Cor- 
poration or  anv  other  company  who  profit  by  it,  are,  in  a  measure, 
chargeable  with  some  of  the  faults  of  the  system. 

Mr.  Danfobth.  How  are  they  chargeable?  How  do  you  deem 
them  responsible  ? 

Mr.  Habbison.  In  the  first  place,  I  say  the  State  of  Alabama  is 
responsible  for  the  system.  In  the  second  place,  companies  that 
profit  by  the  system  are  coresponsible. 

Mr.  Babtlett.  That  is  the  moral  side  of  it  ? 

Mr.  Habbison.  Yes;  it  is  not  a  legal  responsibility,  necessarily. 

Mr.  Danfobth.  They  are  morally  responsible  for  employing  the 
State  labor  t 

Mr.  Habbison.  Yes;  and  their  employment  of  this  convict  labor 
approves  the  system,  as  it  seems  to  me.  If  I  were  in  the  district  and 
opposed  to  that  system,  it  does  not  seem  to  me  that  I  should  employ 
convicts. 


UNITED  STATES  STEBIi  COEPOBATION.  2979 

Mr.  Danfobth.  Do  you  know  anything  about  the  way  that  these 
State  prisoners  are  confined  in  the  State  prisons  proper?  Do  you 
know  what  the  acconunodations  are  for  tneni;  whether  they  have 
double  beds  in  the  cell  or  two  men  are  confined  in  one  cell  or  not  f 

Mr.  Habbison.  Practically  the  only  State  prison  proper  in  the  State 
of  Alabama  is  the  one  at  Wetumpka,  which  is  now,  as  I  said,  practi- 
cally a  tuberculosis  camp.  I  went  through  that  prison  and  there  were 
double  beds  there,  in  the  older  part  of  the  prison.  The  newer  parts, 
where  the  men  who  are  suffering  more  severely  from  tuberculosis  were, 
they  were  in  single  beds. 

Mr.  Danfobth.  But  in  the  other  part,  where  they  were  not  in  the 
last  st^es  of  the  disease,  they  were  m  double  beds  ? 

Mr.  Habrison.  Yes. 

Mr.  Danfobth.  So  that,  in  that  respect,  these  camp  prisons  did 
not  differ  from  the  prison  that  was  maintained  by  the  otate  ? 

Mr.  Harrison.  That  is  correct. 

Mr.  Danforth.  You  say  they  did  not  differ? 

Mr.  Harbison.  They  did  not  differ.  I  should  sav  this,  that  in 
some  of  the  convict  camps  the  accommodations  were  better  than  the 
State  a<;commodations. 

Mr.  Danforth.  I  ttiink  you  stated  that  the  food  was  better  than 
it  was  in  the  State  prison  maintained  by  the  State  ? 

Mr.  Harrison.  No;  I  did  not  make  that  statement. 

Mr.  Danforth.  I  understood  you  to  say  that  it  cost  more  per  man 
per  day,  which  led  me,  perhaps,  to  infer  that  it  was  better. 

Mr.  Harbison.  No;  what  I  said  was  that  I  knew  what  the  cost  of 
food  was  in  the  county  jails;  that  it  ran  from  7  to  10  cents  per  day 
where  the  number  of  men  was  over  50 ;  that  my  impression  was  that 
in  the  State  prison  camps  and  in  the  county  prison  camps,  as  distinct 
from  county  jails  where  men  were  held  who  were  not  convicted,  the 
food  was  better. 

Mr.  Danfobth.  Better  than  in  the  prison  maintained  by  the 
county  ? 

Mr.  Habbison.  Yes;  for  men  who  were  not  yet  convicted. 

Mr.  Beall.  The  average  cost  of  maintenance  in  the  Federal  peni- 
tentiaries is  about  11  cents  per  day. 

Mr.  Babtlett.  This  convict  that  complained  of  tliis  treatment  to 
you  complained  that  he  was  sick.  I  will  read  you  what  the  Alabama 
statute  on  that  subject  is: 

Physically  disabled  convict  muat  not  be  hired;  removal  from  work  injurious  to 

health. 

It  shall  be  unlawful  for  the  inspectors  or  any  other  person  or  officer  having  chai^g^e 
of  the  hiring  of  either  State  or  county  convicts  to  hire  any  convict  who  is  not  physi- 
cally able  to  peiionn  such  work  to  be  worked  in  mines;  and  whenever  a  convict  is 
hired  to  be  worked  in  mines,  and  subsequently  it  is  made  to  appear  that  such  work  is 
injurious  to  the  health  of  the  convict,  such  convict  must  be  removed  from  such  mines 
and  put  to  some  other  kinds  of  hard  labor. 

Did  you  know  that  was  the  requirement  ? 

Mr.  Habbison.  I  did;  but  the  prison  physician  claimed  that  the 
man  was  not  sick.     I  mean,  that  is  the  answer  to  that. 

Mr.  Babtlett.  Then  the  law  of  Alabama  in  reference  to  hiring 
felony  convicts  to  be  worked  in  the  mines,  if  properly  carried  out, 
would  prevent  a  prisoner  who  was  physically  unable  to  work  from 
being  sent  there;  and  it  also  provides,  m  case  one  is  sent  there,  after 
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he  becomes  physically  disabled  or  unable  to  perform  that  work, 
that  he  shall  oe  carried  somewhere  else  ? 

Mr.  Harbison.  Yes. 

Mr.  Babtlett.  You  said  these  felony  convicts  and  misdemeanor 
convicts  were  worked  together.  I  read  you  the  section  of  the  Alar- 
bama  law  upon  that  subject 

Mr.  Harrison.  I  do  not  remember  that  I  said  the  felony  and  mis- 
demeanor convicts  were  worked  toeether. 

Mr.  Bartlett.  I  thought  you  did. 

Mr.  Harrison.  No. 

Mr.  Bartlett.  I  will  read  the  law  on  that  point,  so  that  we  can  get 
at  what  the  law  is,  anyway: 

Felons  and  misdemeanants  not  worked  or  confined  together;  nor  males  and  females; 
nor  white  and-  black. 

It  shall  be  unlawful  to  work  together  or  to  confine  in  the  same  room  or  compartment, 
any  convict  who  has  been  sentenced  to  hard  labor  for  the  commission  of  a  misdemeanor 
not  involving  moral  turpitude,  with  any  convict  sentenced  for  the  conmiisBion  of  a 
*felonv;  and  it  shall  be  unlawful  for  white  and  colored  convicts  to  be  chained  togetber, 
or  to  be  allowed  to  sleep  together;  and  it  shall  be  unlawful  to  chain  together  or  to  con- 
fine toother  in  the  same  room  or  compartment  male  and  female  convicts.  Whenever 
in  the  judgment  of  the  governor  and  the  board  of  inspectors  it  is  practicable  to  do  so, 
arrangements  shall  be  made  for  keeping  white  and  colored  convicts  at  separate  pris- 
ons, and  tiiey  shall  not  be  allowed  to  be  kept  in  the  same  place. 

To  show  that  I  was  under  the  impression  that  you  had  so  stated,  I 
called  your  attention  to  the  fact  that  in  the  District  of  Columbia 
folonv  convicts  and  mere  misdemeanor  convicts  were  worked  together 
and  kept  together. 

Mr.  Harrison.  Yes.  I  let  that  pass,  because  I  thought  that  had 
its  application  down  there — that  men,  while  they  may  be  misdemean- 
ants, are  men  of  various  stages  of  misdemeanors,  and  the  same  thing  is 
true  of  felony  convicts. 

Here  is  a  murderer  that  works  side  by  side  and  sleeps  in  the  same 
room,  and  gambles  with  tlie  same  men,  behind  the  warden's  back, 
and  engages  in  acts  of  moral  perversion  with  men  who  are  in  there  for 
much  loss  serious  crimes. 

Mr.  Bartlett.  As  a  person  interested,  who  has  given  this  matter 
study,  what  suggestion  would  you  make  other  than  the  Alabama 
people  in  their  statute  seem  to  have  endeavored  to  make — ^that  is,  to 
separate  men  convicted  of  felony  and  misdemeanor,  men  who  are 
convicted  of  crimes  not  involving  moral  turpitude — that  is  the  Ian- 
gu{^e  of  the  statute 

Mr,  Harrison.  I  would  not  allow  30  men  to  be  in  the  same  cell. 

Mr.  Bartlett.  I  was  not  speaking  with  reference  to  the  number. 
How  would  you  classify  them  with  reference  to  their  offenses  for 
which  they  are  sentenced  ? 

Mr.  Harrison.  I  think  if  you  put  one  man  in  a  cell  you  are  classi- 
fying them  as  far  as  your  classification  can  go. 

Mr.  Bartlett.  Then  the  criticizm  you  made  just  now  with  refer- 
ence to  associating  a  man  who  had  committed  murder  with  another 
man  who  had  committed  some  lesser  offense,  would  not  apply?  It  is 
in  the  number  confined  together  that  you  find  ground  for  criticizm t 

Mr.  Harrison.  If  you  have  one  man  to  a  cell,  that  man  is  not 
going  to  associate  with  any  other. 

Mr.  Bartlett.  Either  good,  bad,  or  indifferent? 
^   Mr.  Harrison.  Worse  or  better  than  himself. 
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Mr.  Baktlett.  Of  course  not. 

Mr.  Harrison.  That  is  my  point. 

Mr.  Bartlett.  Then,  your  idea  is  that  they  should  not  be  per- 
mitted to  associate  with  anybody,  whether  a  convict  of  the  same 
d^ree  of  crime  or  a  graver  crime  ? 

Mr.  Harrison.  At  certain  times,  particularly  at  night.  I  should 
not  object  to  their  associating  in  classes 

Mr.  Sartlett.  I  will  use  the  word  "confined,"  then;  confined 
together  1 

Mr.  Harrison.  Yes.  When  they  are  not  directly  under  the  super- 
vision of  somebody  I  should  say  that  they  should  then  not  be  allowed 
to  associate  with  each  other.  Some  of  the  New  York  prisons  are 
notable  examples  of  the  contrary  of  this  system,  wherein  tney  have  a 
positive  program  instead  of  a  distinctly  negative  program.  For 
instance,  they  attempt  to  correct  the  things  in  the  man  which  have 
led  him  to  be  a  crimmal.  They  try  to  eive  him  such  physical  treat- 
ment. In  other  words,  thej  diagnose  his  case,  making  a  record  of 
each  individual  man,  which  is  known  to  the  prison  keeper,  and  trying 
to  correct  his  physical  deficiencies  and  give  him  someldnd  of  educa- 
tional training,  and  even  training  in  industrial  pursuits,  so  that  when 
he  comes  out  he  has  a  positive  equipment  that  will  enable  him  at 
least  to  make  a  new  start. 

Mr.  Danforth.  Is  that  so  in  the  case  of  the  Illinois  reformatory 
now? 

Mr.  Harrison.  Yes. 

Mr.  Danforth.  Do  you  know  how  many  inmates  of  the  Illinois 
reformatory  occupy  double  cells  ? 

Mr.  Harrison.  No,  sir. 

Mr.  Danforth.  You  do  not  know  that  as  a  fact  about  one^third 
of  the  cells  are  double  cells,  not  because  of  choice  in  connection  with 
the  theory,  but  because  of  necessity  ?  They  have  not  sufficient  room 
to  give  tnem  single  cells. 

Mr.  Harrison.  No.  If  that*  is  the  case,  then  that  is  to  be  con- 
demned on  the  same  ground. 

Mr.  Danforth.  I  am  not  defendiog  the  occupation  of  a  cell  by  two 
persons,  but  you  are  giving  the  case  of  these  low.  sordid  prisons  and 
prison  pens  occupied  by  this  convict  contract  labor,  and  comparing 
them  with  the  highest  grade  and  most  advanced  penal  institutions 
in  the  United  Statqs.  I  happen  to  know  about  the  Illinois  reforma- 
tory where,  unfortunately,  because  of  lack  of  funds  and  means  to 
build  more  cells,  about  one-tliird  of  the  inmates  are  in  double  cells. 

Mr.  Harrison.  I  think,  however,  you  will  find  that  some  attempt 
has  been  made  there  to  classify  the  men  who  were  put  together. 

Mr.  Danforth.  There  is  no  question  about  that;  but  there  is  the 
most  advanced  case  of  penology  in  this  country,  and  apparently  this 
law  in  Alabama  is  a  very  cruae  one,  and  they  can  not  go  to  those 
refinements. 

Mr.  Bartlett.  Have  jou  ever  read  with  reference  to  the  manner 
of  xK)nfining  convicts  pnor  to  1861  ?  I  know  in  Georgia  there  were 
separate  cells  for  each  convict  in  the  penitentiary  prior  to  1861. 

Mr.  Harrison.  I  visited  the  old  Alabama  pnson,  that  has  been 
abandoned,  which  had  those  single  cells. 

Mr.  Bartlett.  Yes. 

Mr.  Harrison.  Of  course  they  are  quite  different  from  the  modern 
idea  of  a  single  cell 
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Mr.  Baktlett.  Yes,  of  course.  The  number  of  convicts  in  Ala- 
bama is  some  2,500  or  3,000,  is  it  not  ? 

Mr.  Harbison.  Yes. 

The  Chairman.  Ri^ht  at  that  point.  What  is  the  advantage — 
I  wish  you  would  explain  it — ^from  an  industrial  standpoint,  of  work- 
ing these  inexperienced  and  unfortunate  creatures,  instead  of  using 
experienced  mmers?  That  is  a  business  requiring  some  experience 
and  skill,  is  it  not? 

Mr.  Harrison.  Mining  does  not  require  the  same  skill  now  that  it 
used  to,  because  machine  workers  come  in  thoroughly;  but  there  are 
several  advantages.  One  is  that  in  the  case  of  the  State  convicts 
they  are  obtained  for  at  least  the  same  price  as  free  labor,  and  in  some 
cases  slightly  less. 

In  the  case  of  the  county  convicts,  thev  are  obtained  for  from  8  to 
10  per  cent  less  than  the  current  free-labor  rate  in  the  district.  In 
the  course  of  a  year  that  saving  amounts  to  something. 

Another  reason  is  that  the  convict  labor  is  very  regular. 

In  the  Birmingham  district  a  great  deal  of  the  common  labor  is 
done  by  negroes,  and  most  of  the  large  companies  have  to  keep  from 
60  to  75  per  cent  larger  number  of  negroes  on  the  pay  roll  than  they 
expect  to  be  working  from  day  to  day,  in  order  to  keep  the  regular 
equipment  on  hand. 

In  the  case  of  the  convict  labor,  300  men,  for  instance,  go  to  sleep 
at  night,  and  300  men  get  up  the  next  day  and  are  ready  for  work, 
and  are  ready  for  work  the  next  day  and  the  next  day  throughout  the 
year  of  3 10  days.  It  is  regular.  I  was  told  by  a  number  of  employers 
that  that  was  one  of  the  greatest  things  they  Uked  about  it. 

The  third  reason  is  that  it  is  a  block  toward  the  growth  of  labor 
unions  in  the  district.  I  was  told  by  a  number  of  employers  that  it 
hindered  the  labor  unions,  because  men  in  the  convict  mines  could  not 
strike.     If  they  quit  work  they  could  be  beaten  for  it. 

Mr.  Young.  That  is,  the  convicts  ? 

Mr.  Harrison.  Yes.  When  free  tabor  has  a  grievance  which  it 
wishes  to  make  emphatic  by  some  kind  of  a  united  ftont  in  the  district, 
the  convict  camps  grind  out  their  regular  quota  from  day  to  day,  and 
they  take  the  edge  off  of  the  protest  that  free  labor  makes.  ^  In  other 
words,  they  furnish  a  nucleus  of  coal  for  operating  during  labor 
troubles. 

The  Chairman.  Did  you  ever  discuss  this  with  any  of  the  officers 
of  the  steel  corporations  who  also  operate  steel  plants  as  well  as  coal 
mines  for  the  same  of  merchantable  coal  1 

Mr.  Harrison.  I  did. 

The  Chairman.  What  did  they  say  about  it? 

Mr.  Harrison.  The  president  of  the  Tennessee  Co.  told  me  frankly 
that  he  thought  that  the  employing  of  convict  labor  in  thp  district 
was  a  block  toward  unionism.  He  was  fair-minded  enough,  however, 
to  say  that  he  thought  that  they  ought  not  to  have  that  leverage  over 
the  unions. 

The  Chairman.  Do  you  know  anything  about  whether  this  char- 
acter of  labor  was  so  employed  dunng  the  strike  of  1908? 

Mr.  Harrison.  It  was  employed,  and  a  number  of  men  in  the  dis- 
trict told  me  that  they  believed  that  that  was  one  of  the  factors  in 
driving  out  unionism  jfrom  the  coal  mines  of  Alabama  in  1908. 

The  Chairman.  Up  to  that  time  they  had  been  more  or  less  or 
ganized  t 
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Mr.  Harbison.  Yes;  there  were  unions  in  the  coal  mines  up  to 
1908. 

The  Chairican.  And  the  free  miners  struck,  and  these  convicts 
kept  the  plants  of  the  various  steel  corporations,  including  the  Ten- 
nessee Coal  &  Iron  Co.,  in  operation  until  after  they  had  oroken  the 
back  of  the  strike? 

Mr.  Harrison.  I  do  not  think  we  could  begin  to  work  them  to  their 
full  capacity.  Of  course  they  kept  getting  out  enough  coal  to  keep 
some  maclunery  ^oing. 

Mr.  Young.  Did  the  negroes  belong  to  the  labor  unions  previous  to 
this  strike  ? 

Mr.  Harrison.  I  believe  not. 

Ml .  Young.  And  you  say  80  per  cent  of  the  labor  is  negro  labor  ? 

Mr.  Harrison.  In  the  convict  camps;  80  per  cent  of  the  convicts. 

Mr.  Young.  How  is  it  outside  of  the  convict  camps  ?  What  pro- 
portion of  the  free  labor  is  negroes  ? 

Mr.  Harrison.  I  have  not  investigated  that,  and  I  do  not  know. 

Mr.  Young.  Is  it  very  large  ? 

Mr.  Harrison.  I  should  say  it  was  probably  more  than  half,  on  a 
guess. 

Mr.  Young.  I  understood  you  to  say  a  little  while  ago,  speaking  of 
the  reasons  why  it  was  advantageous  to  employ  convict  labor,  that  the 
labor  there  w^as  principally  negro  labor  and  it  was  very  uncertain; 
that  they  had  to  keep  from  50  to  75  per  cent  more  men  on  the  pay 
roll  than  they  had  work  for,  so  as  to  be  sure  that  they  had  enough 
men  to  run  tne  mines  from  day  to  day. 

Mr.  Harrison.  Yes. 

The  Chairman.  Do  not  colored  men  belong  to  the  labor  unions 
down  in  Alabama,  or  did  they  not  in  1908  ? 

Mr.  Young.  The  witness  stated  that  they  did  not. 

Mr.  Harrison.  As  I  say,  I  have  never  investigated  labor  conditions 
there,  and  I  do  not  know,  but  my  impression  is  that  they  did  not, 
because  I  know  that  one  of  the  strong  arguments  in  favor  of  running  a 
certain  labor  leader  out  of  town  was  that  .he  wanted  to  organize  the 
neCToes  and  there  was  considerable  sentiment  against  it. 

Mr.  Young.  Among  whom  ? 

Mr.  Harrison.  Among  the  employees  in  general. 

Mr.  Young.  What  is  your  impression  as  to  the  attitude  of  the  white 
employees  as  to  belonging  to  umons  with  negroes ?    Do  you  know? 

Mr.  Harrison.  I  do  not  know,  other  than  an  impression.  My 
impression  is  that  they  would  not  favor  it  in  the  South. 

The  Chairman.  My  impression  is  merely  from  hearsay,  but  right 
there  within  a  few  miles  of  where  I  live,  Central  City,  lor  instance, 
there  are,  I  would  say^  a  thousand  colored  men  who  belong  to  unions, 
some  of  them  officers  m  unions,  and  they  are  devoted  to  their  unions. 

Mr.  Bartlbtt.  Labor  unions  ?' 

The  Chairman.  Yes;  labor  unions;  miners'  unions — I  forget  the 
title  of  them. 

Mr.  Bartlbtt.  They  do  not  belong  to  the  same  lodges  with  the 
white  people  t 

The  Chairman.  Yes,  sir.  They  belong  to  the  same  unions,  go  to 
the  same  lodges,  and  are  even  officers  in  the  same  lodges,  and  work 
side  by  side  in  the  mines,  and  get  alon^  without  the  least  bit  of  trouble. 
We  have  thousands  of  colored  and  white  men  in  the  mines  in  western 
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Kentucky,  and  there  is  absolutely  no  trouble  on  the  race  question. 
Both  sides  are  devoted  to  their  unions  and  realize  that  each  f eUow  has 
to  do  his  part.  I  hare  never  known  of  any  trouble  among  them  in 
10  years. 

Mr.  Young.  Do  they  belong^to  the  same  unions  ? 

The  Chaibman.  Yes;  and  to  the  same  locals.  Amon^  the  officers, 
some  of  them  are  white  and  some  of  them  colored.  Socially  they  are 
separate,  but  when  it  comes  to  a  matter  of  business,  they  meet 
together,  parade  together,  work  together,  and  there  is  absolutely  no 
trouble  on  that  line  at  all. 

Mr.  Bajrtlett.  That  is  not  true  where  I  live. 

The  Chaibman.  In  the  coal  mines  of  Kentucky  I  know  that  to  be 
the  case,  from  my  own  ]>ersonal  knowledge.  I  know  these  men,  and 
I  have  heard  them  talking,  at  the  time  of  the  trouble  in  Alabama, 
and  they  spoke  of  colored  men  who  were  in  the  unions  there.  But 
that  is  hearsay  on  mv  part. 

Mr.  Bartlett.  I  know  this:  Some  time  ago,  several  years  ago, 
when  it  was  proposed  to  import  colored  miners  to  Illinois,  they  were 
not  permitted  to  do  so.  The  governor  of  Illinois  said  he  would  not 
permit  it. 

The  Chaibman.  We  have  a  ^reat  many  nonunion  camps,  one  of 
them  containing  3,000  men — wnat  they  call  scab  labor;  out  those 
nonunion  camps  are  all  black  men,  and  they  are  constantly  recruited 
from  the  convict  camps  of  Tennessee  and  Alabama. 

Mr.  Young.  Ex-convicts,  you  mean  ? 

The  Chaibman.  Yes. 

Mr.  Habbison.  I  should  like  to  make  this  statement,  Mr  Chairman, 
that  I  think  there  has  been  no  question  but  what  the  labor  unions 
have,  wanted  to  organize  the  ne^oes,  and  have  attempted  to  do  it, 
and  would  Uke  to  do  so  now.  My  previous  statement  was  simply 
tJiat  I  had  the  impression  that  they  were  not  oi^anized.  That  is  only 
an  impression.  They  may  have  been  orgamzed.  But  this  other 
point  that  was  raised  at  tlie  time  of  the  strike  of  1908  may  have  been 
as  to  organizing  them  into  the  same  local  unions,  and  that  may  have 
stirred  up  local  sentiment  against  it. 

The  Chaibman.  I  have  been  under  the  impression — Judge  Bartlett 
will  correct  me  if  I  am  wrong — that  the  disposition  to  deny  the  black 
man  equal  rights  in  industrial  pursuits  was  practically  imknown  in 
the  South.  I  know  I  have  been  intimately  associated  with  a  great 
many  of  these  labor  organizations  and  have  studied  them  with  some 
interest,  and  it  is  not  only  true  of  the  coal  miners,  but  of  the  brick- 
layers and  the  carpenters  and  every  other  industrial  pursuit,  that  a 
man  is  never  discriminated  against  on  account  of  bis  color  if  he  is 
honest  and  faithful. 

Mr.  Babtlett.  That  is  true  in  Georgia  and.  I  think,  all  through 
the  South.  They  do  not  discourage  the  colored  men;  they  encourage 
them  to  labor;  and  it  is  true  that  the  brick  masons  and  carpenters 
and  other  trades  work  together  upon  the  same  building  all  over  the 
South,  in  my  city  and  every  other;  but  it  is  also  true,  down  in  Georgia, 
that  they  do  not  belong  to  the  same  local  unions  as  the  white  laborers 
do.     They  may  have  labor  unions 

TheCnuBMAN.  The  general  organization  ? 

Mr.  Eabilett.  No;  fliey  have  a  colored  imion,  a  colored  brick- 
maker's  union,  for  instance.    It  may  have  been  organized  by  the 
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local  labor  organization  organizers  there,  but  they  do  not  meet  to- 
gether nor  associate  together  in  the  local  unions. 

Mr.  Harbison.  I  would  Uke  to  make  this  statement,  right  in  line 
with  that,  that  I  find  that  the  best-informed  men  in  Alabama  with 
whom  I  had  the  pleasure  of  associating  were  very  much  in  favor  of 
some  reorganization  of  the  whole  convict  system.  In  other  words, 
because  it  was  a  negro  problem  to  some  extent  was  no  reason  at  all 
for  their  shunning  the  problem  as  a  crime  problem  and  a  humanitarian 
problem,  but  they  were  the  men  who  had  been  thinking  about  it 
and  attempting  some  solution. 

Mr.  Bartlett.  The  great  number  of  convicts  makes  it  much  more 
difficult  to  solve  the  problem,  together  with  the  fact  that  the  States 
have  been  taxed  so  heavily,  so  far  as  their  resources  are  concerned, 
heretofore,  in  order  to  do  other  things  that  were  necessary. 

As  a  member  of  the  legislature  in  Georgia  many  years  ago,  I 
advocated  a  change  in  the  system,  but  it  is  only  in  the  last  10  years, 
or  the  last  8  or  10  years,  I  think,  that  we  have  been  able  to  eradicate 
it  from  our  law;  and  we  have  an  entirely  diflFerent  method  which,  of 
course,  is  not  as  satisfactory  as  we  would  Uke  to  have,  but  is  the  best 
we  can  do  under  the  conmtions  we  have.  I  have  no  doubt  it  will 
foUow  along  in  that  country  and  that  this  hiring  out  of  convict  laborers 
for  profit  to  the  State  wiU  be  abolished.  It  should  be,  and  I  think 
it  will  be.  That  is  the  sentiment  of  the  best  people  with  whom  I 
come  in  contact  in  Georgia,  and  the  sentiment  of  tne  people  in  that 
part  of  the  country. 

I  do  not  mean  to  say  that  some  good  people  do  not  advocate  the 
other  system,  but  that  system  we  inherited  and  got  thrust  upon  us 
by  people  who  were  not  as  much  interested  in  our  welfare  as  we  are 
ourselves,  and  ever  since  the  State  of  Geor^a  got  control  of  its  own 
affairs,  or  ever  since  its  white  people  got  hold  of  its  own  affairs,  and 
its  native  people  got  control  of  its  own  affairs,  there  has  been  a 
stru^le  and  an  effort  to  get  rid  of  that  system  which  was  put  upon 
us  in  1868.  Strong  and  influential  men  became  interested  in  the 
hire  of  these  convicte,  making  money  out  of  it.  and  they  resisted  any 
effort  to  bring  about  a  change;  ana  the  legislature  was  not  able  to 
devise  a  scheme  by  which  it  would  be  abohshed. 

Gov.  Atkinson  was  elected  in  1894,  and  one  of  the  main  things  he 
advocated  was  the  aboHtion  of  this  system.  Finally  Gov.  Smith, 
now  one  of  the  Senators  from  Georgia,  advocated  it,  and  he  called  an 
extra  session  of  the  legislature  twice,  and  it  was  finally  gotten  through 
the  l^islature  in  1906  or  1907;  and,  as  far  as  we  are  concerned, 
that  is  not  now  on  our  statute  books,  but  other  means  are  provided. 

With  reference  to  the  Alabama  law,  you  referred  to  an  instance  of 
a  boy  being  run  over  by  a  car  in  the  coal  mines  after  he  had  been 
convicted  of  walking  upon  the  railroad  track.  Do  you  know  whether 
there  is  any  compensation  paid  for  his  injury  in  such  a  case  as  that  ? 

Mr.  Harbison.  I  do  not  know  that. 

Mr.  Bartlett.  The  law  makes  provision  for  that,  does  it  not? 
The  Alabama  law  provides  that — 

When  a  convictj  without  fault  on  his  part  and  while  working  out  his  sentence, 
receives  personal  mjuries,  permanently  aisablin^  him  from  earning  a  living,  the 
iKMud  of  inspectors  sbuedl  have  power  to  make  provisions  for  his  support  until  the  expira- 
tion of  his  sentence,  at  a  cost  not  to  exceed  $8  a  month.  It  shall  be  the  duty  ot  the 
gfesident  of  the  hoaid  of  inspectors  to  insert  a  clause  in  everv  contract  of  hiring, 
xing  a  liability  on  the  contractor  to  the  State  for  any  amount  thus  expended  for  the 
support  of  such  convict  so  disabled  until  the  termination  of  the  contract.    Nothing 
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herein  contained  Bhall  bar  the  right  of  such  convict  to  bring  his  action  against  the 
contractor  or  other  person  who  may  be  legally  liable  to  him  for  damages  on  account  of 
such  injuries. 

Mr.  Harbison.  I  know  that  suits  have  been  brought  against  the 
company. 

Mr.  Bartlett.  Under  this  provision  ? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  And  the  State  undertakes,  when  a  man  is  per- 
manently injured,  to  provide  for  him  in  a  manner  until  the  end  of  his 
sentence  ? 

Mr.  Harrison.  So  I  understand;  yes. 

Mr.  Bartlett.  You  said  this  convict,  this  boy,  had  been  sentenced 
because  of  some  misdemeanor,  and  was  sentenced  to  the  mines,  I 
understood  you  to  say;  is  that  right  ? 

Mr.  Harrison.  The  men  are  not  sentenced  to  the  mines. 

Mr.  Bartlett.  I  mean  he  was  sentenced  to  be  hired  out  and  was 
hired  out,  and  worked  in  the  mines  ? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  Do  you  know  how  old  he  was  ? 

Mr.  Harrison.  I  tmnk  he  was  about  16  years  old. 

Mr.  Bartlett.  If  he  was  convicted  for  a  misdemeanor,  he  was  a 
county  convict  ? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  Is  it  not  a  fact  that  the  law  does  not  provide  for 
the  hiring  of  convicts  who  are  convicted  in  misdemeanor  cases  in  the 
mines,  and  does  not  allow  it  ? 

Mr.  Harrison.  I  did  not  know  of  that  law. 

Mr.  Bartlett.  I  will  read  it  to  you : 

Hard  labor — 

This  is  now  the  county  convict  system  of  Alabama 

Mr.  YouNO.  What  is  the  date  of  that  ?    If  you  have  the  latest  law* 

Mr.  Bartlett.  1907. 

Mr.  Young.  That  is  pretty  recent. 

Mr.  Bartlett.  Yes;  Mr.  Harrison  is  testifying  about  1911. 

Mr.  Young.  Yes. 

Mr.  Bartlett  (reading) : 

Hard  labor  for  the  county  includes  labor  on  the  public  roada,  public  bridges,  and 
other  public  works  in  the  county. 

If  this  young  man  was  worked  in  the  mines  under  a  hard-labor 
sentence,  it  seems  to  me  he  was  improperly  sentenced  and  was  not 
properly  there. 

Mr.  Harrison.  I  do  not  know  what  the  interpretation  of  the  law 
was. 

Mr.  Bartlett.  You  said  this  was  a  county  convict? 

Mr.  Harrison.  Yes;  but  does  that  law  refer  to  the  count j  con- 
victs? 

Mr.  Young.  It  refers  to  misdemeanants,  does  it  not  ? 

Mr.  Bartlett.  It  says  here:  "To  provide  for  the  hiring,  manage- 
ment, control,  and  inspection  of  county  convicts." 

The  Chairman.  I  read  this  law  entirely  different: 

Hard  labor  for  the  county  inchides  labor  on  the  public  roads,  public  bridgoa  Qg 
public  works  in  the  county,  and  authorizes  the  letting  of  such  convictB  to  hife  to  labcr 
anywhere  within  the  State  as  may  be  determined  by  the  court  of  county 
sioners  or  board  of  revenue. 
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It  simply  defines  what  hard  labor  for  the  county  includes. 

It  is*  a  fact  that  two  or  three  hundred  of  these  county  convicts  were 
there  at  that  time  when  you  were  there,  Mr.  Harrison  1 

Mr.  Harrison.  Yes. 

The  Chairman.  You  saw  them? 

Ifr.  Bartlett.  In  the  mines  i 

The  Chairman.  And  if  the  Tennessee  Coal  &  Iron  Co.  had  them 
there,  and  this  law  provides  that  they  shall  not  be  there,  then  they 
were  there  in  violation  of  the  law  ? 

Mr.  Bartlett.  That  is  the  point  I  was  trying  to  get  at. 

The  Chairman.  And  the  officers  of  Alabama  and  of  the  Tennessee 
Coal  &  Iron  Co.  were  in  a  conspiracy  not  only  to  work  these  men  and 
flog  them,  but  to  do  it  contrary  to  the  law.     Is  that  true  ? 

Mr.  Harrison.  I  should  not  be  able  to  answer  that,  because  I  do 
not  know  what  qualifications  have  since  been  added  to  that  law. 

The  Chairman.  Do  they  work  out  their  costs  as  well  as  the  fines  ? 

Mr.  Harrison.  Yes. 

The  Chairman.  Who  is  the  beneficiary  of  that  sort  of  an  arrange- 
ment?   Just  explain  that. 

Mr.  Harrison.  Those  fines  go  into  what  is  called  the  ^'Fine  and 
forfeiture  fund"  of  the  county — I  mean  the  money  from  the  county 
convicts;  and  that  fine  and  forfeiture  fund  is  used  to  pay  the  fees  of 
clerks  of  the  criminal  and  circuit  courts,  I  beUeve,  in  all  cases  where 
the  men  who  are  convicted  can  not  pay  their  fines  themselves. 

A  man  may  be  convicted  and  fined  and  pay  his  fine;  but  in  cases 
where  he  can  not  pay  his  fine,  then  it  is  taken  out  of  this  fine  and  for- 
feiture fund,  and  of  course  it  is  to  the  interest  of  the  men  who  are  paid 
by  fees  that  this  fund  continually  be  large  enough  to  cover  all  or  the 
needs. 

Mr.  Bartlett.  Here  is  the  provision  about  that,  as  to  how  it  shall 
be  paid: 

When  countyr  convicts  are  jiiied  out  unoer  the  provisions  of  this  article,  the  cost  of 
conviction  ana  collection  shall  be  paid  by  the  county  treasurer  to  the  clerk  of  the  court 
in  which  the  convict  was  sentenced. 

Mr.  Harrison.  To  the  clerk  of  the  court. 

Mr.  Bartlett.  That  is  the  law. 

The  Chairman.  What  part  of  it  does  the  sheriff  get  ?  What  has  he 
to  do  witli  the  fixing  of  the  bond  t 

Mr.  Harbison.  The  sheriflF  in  Jefferson  County,  Ala.,  is  paid  on  a 
fee  system.  In  other  words,  he  is  paid  for  the  number  of  arrests  and 
for  a  lot  of  other  services. 

Mr.  Bartlett.  He  is  paid  so  much  per  person  ? 

Mr.  Harrison.  So  much  per  person;  yes. 

Mr.  Bartlett.  That  becomes  a  part  of  the  cost  of  the  prosecution  ? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  And  that  is  what  this  section  refers  to.  When  this 
money  is  collected  from  the  person  who  hires  the  convicts,  it  is  paid 
to  the  county  treasurer  or  the  clerk  of  the  court  in  which  the  convict 
was  sentenced  and  the  clerk  of  the  court  settles  with  the  sheriff  for 
his  cost  bill  ? 

Mr.  Harrison.  That  is  my  understanding;  yes. 

The  Chairman.  Who  fixes  the  bond  ? 

Mr.  Harrison.  The  sheriff  fixes  the  bond  of  the  man  who  is  ar- 
rested.    In  other  words,  he  is  judge  in  his  own  court,  practically,  and 
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because  of  the  profit  which  the  sheriffs  make  off  of  feeding  the  prison- 
ers it  is  naturall^r  to  the  interest  of  the  sheriff  financially  to  get  as 
many  men  into  jail  as  possible  and  keep  them  there  as  long  as  possible, 
because  he  makes  at  least  two-thirds  of  the  State's  allowance  to  him 
for  feeding  the  prisoners  as  clear  profit.  I  was  told  of  cases  where 
people  felt  that  the  sheriff  refused  oonds  which  were  amply  adequate 
wli   1  +hey  were  offered  to  him. 

Mr.  xiARTLETT.  You  mean  the  sheriff  fixes  the  amount  of  the  bonds 
as  well  as  judging  of  the  security? 

Mr.  Harrison.  Yes,  sir. 

Mr.  Bartlett.  In  all  cases,  or  just  in  the  misdemeanor  cases? 

Mr.  Harrison.  I  understand  in  all  cases.  I  should  not  be  sure 
on  the  felony  cases. 

Mr.  Bartlett.  Do  you  know  it  is  the  law  that  the  judge  of  the 
court  that  issues  the  process  is  authorized  by  law  to  fiix  the  bond  at 
any  time,  and  can  be  called  on  to  fix  the  bond,  and  ordinarily  does  it  ? 
Is  it  not  the  practice  that  the  prosecuting  ofiicer,  the  solicitor,  as  he 
is  called  under  this  law,  ordinarily  fixes  tne  bond  ? 

Mr.  Harrison.  That  is  not  the  practice  in  Jefferson  County,  Ala., 
with  regard  to  the  misdemeanor  cases.  I  should  not  be  sure  as  to  the 
felony  cases. 

Mr.  Bartlett.  It  is  the  practice  in  the  State  where  I  live,  where 
we  have  misdemeanor  courts,  that  the  prosecuting  attorney  fixes 
the  bonds.  Of  course  the  sheriff  must  necessarily  be  the  judge 
of  the  sufficiency  or  the  validity  of  the  security. 

The  Chairman.  Is  that  profitable  to  him,  do  you  know  1 

Mr.  Harrison.  Which? 

The  Chairman.  This  system. 

Mr.  Harrison.  There  are  no  statistics  published  in  Alabama 
showing  what  the  sheriffs  get  out  of  their  lees,  but  men  who  are 
familiar  with  the  undercurrents  of  politics  in  Birmingham  estimate 
that  the  sheriff  of  Jefferson  County  makes  from  mty  to  eighty 
thousand  dollars  a  year  out  of  his  office.  No  one  with  whom  I  tfdked 
placed  the  figure  at  less  than  $50,000. 

Mr.  Bartlett.  You  said  there  is  no  way  of  ascertaining.  Does 
not  the  law  of  Alabama  fix  the  fees  which  the  sheriff  shall  cnarge  in 
every  case  ? 

Mr.  Harrison.  Yes;  the  law  fixes  the  fees. 

Mr.  Bartlett.  Does  not  the  sheriff  have  to  report  to  the  court  and 
to  the  county  authorities  his  fees,  and  is  it  not  a  fact  that  every  time, 
before  the  sheriff  can  draw  anything  for  his  fees,  the  cost  bill  has  to 
be  approved  by  the  judge  of  the  court  where  he  is  served  ? 

Mr.  Harrison.  All  that  is  true,  but  what  I  mean  to  say 

Mr.  Bartlett.  If  that  be  true,  if  the  sheriff  has  to  make  out  an 
itemized  statement  of  each  case,  as  to  the  cost  in  each  case,  and  pre- 
sent it  to  the  judge,  and  the  judge  approves  it  and  it  is  put  upon  the 
record,  why  is  there  not  evidence  of  now  much  it  is  worth? 

Mr.  Harrison.  What  I  was  speaking  of  is  the  net  worth  of  the  office 
to  him.  He  has  to  employ  assistants,  as  to  which  I  had  no  means  of 
telling  concerning  the  amount  of  cost  to  him.  He  produces  a  great 
deal  of  food  that  he  sells  to  the  county  or  with  which  he  feeds  his  own 
prisoners. 

Mr.  Bartlett.  He  has  his  own  farm,  you  meanf 

Mr.  Harrison.  Yes. 
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Mr.  Babtlbtt.  Is  there  anything  reprehensible  in  that  i 

Mr.  Harbison.  No  ;  but  I  had  no  way  of  telling  what  that  food  cost 
is.  That  is  why  I  say  there  is  no  published  statement  made  of  what 
the  sheriff  makes  out  of  his  office.  A  fairly  good  estimate  can  be 
made  along  the  line  you  suggest,  but  as  to  an  exact  figure  it  can  not 
be  obtainea. 

Mr.  Babtlett.  It  is  capable  of  being  exactly  computed  as  to  how 
much  is  allowed  by  the  law  for  each  arrest.  That  is  a  mfk^^^r^of 
record? 

Mr.  Habrison.  Yes,  sir. 

Mr.  BAsn^ETT.  Is  it  a  matter  of  record  as  to  how  much  he  gets  for 
each  pmoner  and  how  many  prisoneis  a  year  he  feeds? 

Mr.  Habbison.  Yes. 

Mr.^  Babtlbtt.  And  the  county  pays  so  much  for  them,  and  the 
question  of  how  much  the  sheriff  makes  off  of  the  feeding  oi  the  pris- 
oners is  a  matter  which  is  just  as  much  a  matter  of  calculation  as  when 
a  hotel  charges  at  S5  a  day.    You  do  not  know  how  much  it  costs. 

Mr.  Habbison.  There  is  this  further  qualification  that,  of  course, 
the  sheriff  does  not  get  these  fees  until 

Mr.  Babtlett.  Until  they  are  paid? 

Mr.  Habbison.  And  sometimes  I  understand  they  are  strung  along, 
and  really  the  bulk  of  his  income  comes  to  him  after  he  leaves  the 
office. 

Mr.  Babtlett.  That  follows  in  this  way  I  apprehend:  That,  having 
filed  this  account  as  to  what  the  county  owes  him,  what  they  cafl 
insolvent  cost  in  criminal  cases  ? 

Mr.  Habbison.  Yes. 

Mr.  Babtlett.  He  goes  out  of  office,  and  that  is  still  a  debt  against 
the^  countv,  to  be  paid  when  these  amounts  for  the  hire  of  convicts 
which  he  has  arrested  and  tried  are  paid  to  the  county  ? 

Mr.  Habbison.  Yes. 

Mr.  Babtlett.  Of  course  the  county  would  owe  him  the  monev? 

Mr.  Habbison.  That  could  be  computed;  but  in  cases  where  trie 
fees  are  not  collected  I  am  not  sure  if  a  man  should  die  prematurely, 
before  he  worked  out  enough  of  his  sentence  to  pay  for  the  costs  m 
his  case,  but  that  some  case  of  that  sort  might  complicate  it  slightly; 
but  that  would  only  be  a  slight  complication. 

I  should  say  ^ou  are  correct  in  that,  in  that  the  total  amount  of  his 
fees  could  be  fairlv  and  accurately  determined  for  the  length  of  time 
he  is  in  office.  I  have  made  an  estimate  here  of  the  profits  he  makes 
annually  on  food. 

The  Chatbman.  Let  us  have  that. 

Mr.  Habbison.  The  State  auditor's  report  for  1910  shows  that  the 
sheriff  of  Jefferson  County  received  $22,877  for  feeding  prisoners  in 
that  year.  I  assume  that  two-thirds  of  that  is  a  profit,  wnich  would  be 
$15,250  above  his  other  fees. 

The  reason  I  say  two-thirds  is  that  the  law  allows  from  30  to  60 
cents  ner  man  per  dav  for  feeding,  according  to  the  number  of  men. 
In  Jenerson  County  tne  number  is  large  enough  so  that  they  get  only 
30  cents,  but  it  was  testified  in  open  court  there  by  the  warden  in  the 
city  jail  that  he  could  feed  50  men  or  more  at  from  7  to  10  cents  a  day; 
and  that  he  gives  them  three  meals  a  day,  whereas  the  county  con- 
victs get  only  two.  So  that,  obviously,  they  do  not  cost  more  than 
10  cents  a  day  per  man  in  the  county  prison.  Further  than  that,  I 
17042-No. 
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have  a  statement  from  the  State  jail  inspector  that  the  average  cost 
per  man  per  day  was  between  7  and  9  cents. 

So  that  without  any  doubt  in  my  mind  the  sheriff  makes  two-thirds 
of  the  payment  to  him  by  the  State. 

The  Chairman.  Right  at  that  point:  Is  he  vigilant  or  not  in  appre- 
hending these  petty  offenders  ? 

Mr.  Harrison.  I  should  say  his  vigilance  and  success  in  appre- 
hending them  is  almost  uncanny,  as  compared  with  the  ability  of  the 
average  policeman  mgetting  men  who  are  charged  with  petty  offenses. 

The  Chairman.  What  devices  are  emploved  f 

Mr.  Harrison.  I  have  no  positive  knowledge  of  any  devices  other 
than  legitimate  ones. 

I  did  hear  this  rumor:  It  was  told  to  me  that  practically  every 
sheriff  in  the  last  dozen  years  in  Jefferson  County  has  been  charged 
with  getting  out  decoys  to  start  a  game  of  crap  among  the  negroes, 
and  then  hauled  them  all  in.  I  did  know  that  one  Sunday  wnile  I 
was  in  Birmingham  something  like  60  were  hauled  in.  On  one 
Sunday  last  May  60  crap  shooters,  13  of  them  white,  were  arrested  in 
a  single  raid  in  the  minmg  camps  at  Palos,  Bessie,  Irinckey  City,  and 
BlossDurg. 

Which,  of  course,  was  a  disruption  of  the  free  labor  force  in  the 
mining  camps  and  which  is,  for  that  reason,  opposed — or  rather,  for 
that  reason  the  fee  system  is  opposed  by  the  large  employers  of  mine 
labor  in  the  district. 

Mr.  Bartlett.  The  purpose  of  this  investigation  is  to  inquire 
about  the  Steel  Corporation,  and  their  operation  of  these  convicts. 

Mr.  Harrison.  That  was  not  my  primary  purpose. 

Mr.  Bartlett.  I  know.  I  am  speaking  of  tne  investigation  of 
this  committee. 

Mr.  Harrison.  Oh,  yes;  pardon  me. 

Mr.  Bajitlett.  As  to  your  investigation  of  these  convicts  and  their 
labor  in  tne  Steel  Corporation's  mines,  how  did  that  compare  with  the 
operation  elsewhere;  with  the  way  they  are  worked  and  treated,  and 
tnat  sort  of  thing? 

Mr.  Harrison.  I  should  say  that,  on  the  whole,  my  impression  was 
that  tliey  were  a  little  better  treated  all  around  in  the  Steel  Corpo- 
ration mines  and  prisons  than  in  the  others. 

Mr.  Bartlett.  Just  whree  more  questions  and  I  am  through: 

These  county  convicts  of  which  you  have  been  speaking  are  under 
the  direct  control  and  management — although  you  call  them  county 
convicts — of  the  Alabama  prison  commission,  or  whatever  you  call  it; 
that  commission  has  control  of  the  others,  as  well  as  of  the  State  con- 
victs, has  it  not  ? 

For  instance,  it  is  provided  that  county  convicts  hired  out  by  the 
board  of  inspectors  snail  be  classified  in  all  other  respects  and  man- 
aged as  State  convicts  are  classified  and  managed  ? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  This  is  the  way  they  are  hired  out  now: 

If  the  court  of  counts  commiasionerB,  or  board  of  revenue,  determine  to  let  the  oounty 
convicts  to  hire  or  labor,  such  court  or  board  shall  enter  on  its  minutes  an  older  to 
that  effect  and  the  judge  of  probate  must  immediately  notify  the  president  of  the 
board  of  convict  inspectors  oi  such  determination  and  send  mm  a  certified  copy  of 
such  order. 

The  board  of  convict  inspectors  must 'at  once,''apon  receipt  of  the  notice  provided 
for  in  the  preceding  section,  proceed  to  hire.out.such  coun^  convicta  in  acoudance 
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with  the  provinoDfl  of  law  and  the  rules  and  regulations  of  the  board  of  inspectors 
regulating  the  hire  of  State  convicts,  except  that  the  bonds  of  the  contractors  shaU 
be  payable  to  the  county. 

The  purpose  of  reading  these  sections  is  to  show  that  all  these  pro- 
visions for  the  carS;  protection,  and  regulation  and  management  of 
these  convicts  apply  to  the  county  convicts  as  well  as  to  the  ones 
convicted  as  State  convicts. 

Mr.  Habbison.  Yes.    This,  in  a  nutshell 

Mr.  Babtlbtt.  In  other  words,  the  provisions  wliich  I  have  read 
with  reference  to  caring  for  the  sick  and  the  weak,  providing  for  their 
not  having  excessive  punishments,  and  that  sort  of  thing,  apply  to 
the  county  convicts  as  well  as  to  tne  State  convicts  ? 

Mr.  Habbison.  Yes. 

Mr.  Babtlbtt.  And  they  are  under  the  same  management  and 
control  from  the  governor  now  i 

Mr.  Habbison.  Yes;  except  that  I  think  the  working  out  of  the 
control  is  not  so  thorough  in  the  case  of  the  county  convicts  as  it  is 
in  the  case  of  the  State  convicts,  largely  because  there  is  a  little  more 
direct  relation  between  the  State  warden,  probably,  and  the  State 
officials — the  State  board — than  in  the  other  case. 

Mr.  Babtlett.  Oh,  no;  the  same  inspectors,  the  same  wardens — 
the  same  classes;  I  do  no   mean  the  identical  persons 

Mr.  Habbison.  Yes. 

Mr.  Babtlett  (continuing).  But  the  same  provisions  are  here  with 
respect  to  these,  and  they  are  responsible  to  the  governor  and  to  the 
board  of  prison  management,  or  whatever  the  name  may  be,  as  much 
in  the  case  of  the  county  convicts  as  they  are  in  the  case  of  the  State 
convicts. 

In  other  words,  the  State,  by  this  law,  undertakes  to  supervise  and 
care  for  both  classes  of  convicts  aUke  ? 

Mr.  Habbison.  It  imdertakes  to  do  that;  yes. 

Mr.  Babtlett.  That  is  what  I  meant. 

Mr.  Habbison.  I  should  say  that  the  responsibiUty  felt  by  the 
county  wardens  to  the  State  board  is  not  as  great  as  the  State  wardens 
feel  toward  the  State  board.  For  that  reason,  possibly,  the  condi- 
tions are  not  eis  jgood.  In  a  nutshell,  my  feeling  about  the  convict 
system  is  that  it  is  to  be  condemned,  because,  instead  of  being  a  svs- 
tern  of  rehabilitating  or  reconstructing  or  reforming  the  moral  fioer 
of  the  men  who  come  under  its  jurisdiction,  it  is  a  system  of  economic 
gain.     It  is  an  economic  system  rather  than  a  reform  system. 

The  CflAiBMAN.  Do  you  know  how  much  the  State  of  Alabama 
makes  on  these  convicts,  about? 

Mr.  Habbison.  About  S400,000  out  of  the  State  convicts,  and  the 
counties  get  about  $100,000. 

The  C^iBBCAN.  That  much  a  year,  clear  money? 

Mr.  Habbison.  Yes,  sir;  that  is  net  profit. 

The  Chaibman.  On  how  many  convicts? 

Mr.  Habbison.  Two  thousand  five  hundred  State  convicts  and  700 
county  convicts.  I  should  condemn  the  system  on  those  grounds, 
and  1  think  that,  to  some  extent,  companies  employing  State  and 
county  convicts  must  have  some  moral  responsibility  in  the  continu- 
ance of  such  a  system,  although,  perhaps,  the  primary  responsibility 
goes  back  to  the  State. 

Mr.  Young.  There  is  not  much  opportunity  for  any  reformatory 
work  among  the  prisoners  under  this  system? 
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Mr.  Babtlett.  There  is  a  reformatory  for  young  criminals  in  Ala- 
bama, I  believe;  is  there  not? 

Mr.  Harbison.  There  is  something  that  answers  the  purpose  of  a 
reformatory  for  young  negro  oflFenders. 

Mr.  Babtlett.  The  statute  makes  no  distinction  as  to  negroes. 

Mr.  Habbison.  This  happens  to  be  a  private  institution  mat  has 
never  had  a  cent  of  money  from  the  State,  and  it  takes  care  of  young 
offenders  in  the  Birmingham  district. 

Mr.  Babtlett.  But  the  Alabama  law  provides  for  a  reformatory 
.for  young  criminals,  does  it  not? 

Mr.  Habbison.  I  do  not  know. 

Mr.  Babtlett.  I  think  it  does. 

Mr.  Habbison.  If  it  does  it  has  never  been  adequatelv  carried  out, 

Mr.  Babtlett.  That  may  be  so,  but  it  is  provided  for.  There  is 
provision  made  for  it. 

Mr.  Habbison.  They  have  a  reformatory  for  white  boys. 

Mr.  Babtlett.  It  is  provided  for  county  convicts  under  16  years  of 
age.    It  does  not  say  white  or  black.    The  provision  reads: 

County  convicts  under  16  years  o!  age  may  be  sentenced  to  a  term  in  the  refonnatory 
provided  for  in  Uiis  chapter,  or  to  hard  labor  for  the  county,  in  the  discretion  of  the 
presiding  judge:  and  in  such  event  the  costs  of  conviction,  npt  exceeding  |50,  flhall 
DO  paid  out  of  the  convict  fimd  as  provided,  in  cases  of  sentence  to  the  penitentiary. 

The  Chaibman.  That  law  provides  that  they  shall  be  sentenced 
either  in  one  way  or  the  other;  either  to  hard  labor  or  to  the  refor- 
matory. 

Mr.  Babtlett.  That  is  what  I  read.  There  is  a  reformatory  pro- 
vided in  the  law  for  convicts  under  16  years  of  age.  They  can  be 
sent  to  the  reformatory,  at  the  discretion  of  the  judge. 

Mr.  Young.  Your  understanding  is,  Mr.  Harrison,  that  only  the 
white  boys  are  sent  to  that  reformatory  f 

Mr.  Habbison.  I  know  that  there  is  a  reformatory  for  white  bovs, 
and  my  understanding  is  that  there  is  no  State  reformatory  lor 
colored  boys.  I  know  that  there  are  two  private  institutions  in  the 
State  that  answer  the  purpose  of  reformatories. 

Mr.  Young.  But,  as  Judge  Bartlett  has  shown,  there  seems  to  be 
no  distinction  in  the  law  between  the  whites  and  the  blacks. 

Mr.  Habbison.  Yes. 

Mr.  Young.  And  if  there  is  a  distinction  in  the  practice  it  is 
simply  because  only  the  white  boys  are  sent  to  this  reformatory  ? 

Mr.  Habbison.  That  would  seem  to  be  the  case. 

Mr.  Young.  The  blacks,  under  the  discretion  there  vested,  are 
otherwise  disposed  of  ? 

Mr.  Babtlett.  They    are    sent    to    the    colored    reformatories, 

probably. 

The  Chaibman.  This  colored  reformatory  you  are  talking  about  is 
maintained  by  subscriptions,  to  a  great  extent  made  by  philanthropic 
and  generous  white  people,  is  its  not,  and  these  old  darkies  are 
helped  out  in  that  way  ? 

Mr.  Habbison.  It  is  maintained  largely  by  the  help  of  one  white 
man.    The  thing  was  first  started  by  a  white  man. 

The  Chaibman.  Does  this  old  negro,  referred  to  in  your  article  in 
the  Survey,  find  it  necessary  to  flog  the  inmates  of  nis  institution 
with  a  five-foot  thong  a  quarter  of  an  inch  thick? 
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Mr.  Harbison.  I  understand  that  he  has  no  chains  or  bars  or 
straps  for  disciplining. 

Tne  Chairmak.  How  many  inmates  has  this  one  old  negro  got 
under  his  charge  ? 

Mr.  Harbison.  An  average  of  33.    He  has  had  200. 

TheCHAiBMAN.  I  have  a  letter  here  from  Mr.  Fitch  giving  that 
estimate  of  the  board  of  trustees  for  Chicago  that  he  sent  the  com- 
mittee.    I  shall  insert  it  at  the  close  of  this  nearing. 

Mr.  YouNO.  That  is  the  estimate  of  the  cost  of  hving  ? 

TheCHAiBMAN.  Yes*  Mr.  Young  requested  it  and  he  sent  in  one 
yesterday  and  one  to-day. 

Whereupon  at  12.55  p.  m.,  the  committee  adjourned  until  to- 
morrow, Thursday,  February  8,  1912,  at  10.30  o'clock  a.  m. 

The  letter  from  Mr.  Fitch,  referred  to  by  the  chairman,  is  as  follows: 

105  East  Twentt-bscond  Btrbxt, 

New  Yorkf  February  5, 191t, 
Hon.  A.  O.  Stanlbt, 

Houie  Office  Building,  WaMngUm,  Z).  C. 

Mt  Dear  Mb.  Stanley:  I  am  sendiiig  you  herewith  a  copy  of  the  estimate  made  by 
the  Chicago  Charity  Oiganization  Society  in  regard  to  the  cost  of  living. 

I  hand^  the  Pittsburgh  estimate  to  the  stenographer  on  Saturday.  I  have  also 
asked  Mi.  Hugh  Fox,  secretary  of  the  United  States  ISrewers'  Association,  to  send  you 
a  copy  of  the  compensation  plan  that  has  been  worked  out  by  the  brewers  and  the 
brewery  workers.  It  came  up,  you  may  remember,  in  my  testimony  on  Friday,  and 
I  said  then  that  I  would  send  you  a  copy. 

Yours,  very  truly,  John  A.  FrrcH. 


South  Ghioago,  January  9,  ]91i. 

Yearly  budget  for  family  of  five  (an  umkUled  laborer  ^  wife,  and  three  thildren  living  in 

South  Chicago). 

Estimate  made  by  three  visitora  from  Charity  Organisation  Society,  one  visitor  from  Social  Settlement, 

and  the  local  supervisor  of  the  visiting  norses.] 

Rent,  $9 1108.00 

Food,  $6  a  week 312.00 

14  quarts  milk 43.68 

clothing: 

For  man |28. 00 

For  woman 10. 00 

For  children 24. 00 

For  shoes 38. 00 

100.00 

Light  and  fuel 50. 00 

In«ur<uice  (5  cents  a  week  for  child,  |2  quarterly  for  man) 15. 80 

Total 629.48 

Estimates  differ  only  in  following  instance?:  Rent  $8  to  $10.    Fuel  and  light,  $45 
to  $54.    Beer  acknowledged  often  as  substitute  for  milk.  f: 
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Committee  on  Investigation  of  the 

United  States  Steel  Corporation, 

House  op  Representatives, 

Thursday y  February  8,  1912. 

The  committoe  this  day  met,  Hon.  Augustus  O.  Stanley  (chairman) 
presiding. 

The  C&airman.  The  committee  will  resume  its  proceedings. 
Mr.  Olander,  wiU  you  be  sworn,  please  ? 

8TATBMEHT  OF  V.  A.  OLAHDEB. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Olandee.  Mr.  Chairman,  I  would  like  to  make  a  statement 
regarding  a  scheme  known  as  the  welfare  nlan,  which  is  being  used 
on  the  vessels  of  the  Pittsburg  Steamship  (Jo. 

The  Chairman.  I  will  ask  you  to  explain  to  the  committee  what 
experience  you  have  had  as  a  seaman  on  the  Lakes,  what  position  you 
now  occupy;  and  then  I  will  request  Mr.  Olander,  gentlemen,  who 
has  made  a  study  of  this  question,  to  explain  the  weliare  plan,  under 
which  he  has  in  a  way  operated,  and  has  had  experience. 

Mr,  Olander.  I  am  at  present  secretary  of  the  Lake  Seaman's 
Union,  an  organization  of  sailors  on  the  Great  Lakes.  I  have  held 
one  office  or  another  in  that  organization  for  the  last  10  years,  about. 
During  that  time,  of  course,  lliave  come  in  close  contact  with  great 
numbers  of  men  working  on  the  Lakes,  acting  as  their  representative 
during  that  period. 

Previous  to  that  I  worked  as  a  sailor  in  various  capacities  on  lake 
4hips,  for  a  period  of  about  14  years. 

Mr.  Beall.  How  many  men  are  there  in  your  organization) 

Mr.  Olander.  There  are  at  present  about  4,000  men.  Through 
my  close  contact  with  the  men  I  am  fairly  familiar  with  the  conoi- 
tions  of  other  men  on  the  vessels,  such  as  marine  firemen,  and  marine 
cooks,  and  the  use  of  this  welfare  plan  applies  as  against  all  of  them. 

The  Chairman.  Explain  first  to  the  committee  what  this  welfare 
plan  is.  Then  I  will  ask  you  to  explain  che  effect  of  the  welfare  plan, 
clause  bv  clause,  upon  the  sailors  and  other  employees  on  the  boats 
on  the  Great  Lakes. 

Mr.  Olander.  I  will  read  some  sections  of  it,  but  before  doing  that 
let  me  say  that  they  have  never  been  able  to  enforce  it  against  us 
thorourfily. 

The  CHAiRBfAN.  Explain  from  the  beginning  what  this  welfare 
plan  b.  Some  of  the  members  of  the  committee  may  not  know,  as 
you  do.  Explain  what  it  claims  to  do.  I  understand,  perhaps,  but 
others  may  not — so  that  they  may  know  exactly  what  you  are  dis- 
cussing. 
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Mr.  Olandeb.  The  Pittsburgh  Steamship  Ck).  is  a  part  of  the  Lake 
Carriers'  Association.    This  plan  was  adopted  by  that  association. 

The  Chairman.  For  the  control  of  its  employees  i 

Mr.  Olander.  For  the  purpose  of  controlling  its  employees. 

The  first  article  of  the  plan,  under  the  heading,  ''Assembly  rooms/' 
reads  as  follows: 

These  shaU  be  established  in  such  principal  ports  on  the  Lakes  as  the  special  com- 
mittee acting  responsible  to  executive  committee  shall  from  time  to  time  decide. 
These  rooms  shall  be  clean,  bright,  and  attractive,  with  good  sanitary  provisions,  and 
furnished  with  current  newspapers,  magazines,  and,  as  they  may  be  secured,  with 
libraries.  They  will  be  provided  with  writing  material,  assistance  m  the  writing  of  let- 
ters, reliable  places  of  address  for  letters,  and  have  similar  conveniences.  For  the 
privilege  of  their  use,  under  reasonable  rules  for  proper  use,  the  charge  shall  be  at  the 
rate  of  $1  per  year  to  seamen  and  a  somewhat  lai^r  charge  to  officers,  available  to  all 
officers  and  seamen  who  have  a  certificate  of  recommendation  as  such  from  the  aasocia- 
tion,  and  the  revocation  of  such  certificate  shall  debar  further  use  of  the  assembly  xooms 
under  the  certificate. 

The  assembly  rooms,  by  the  way,  are  the  shipping  offices  through 
which  and  only  through  which  the  men  are  employed  on  board  ships. 
It  is  there  they  are  hired  to  go  aboard  the  ships. 

Mr.  Reed.  Could  you  tell  us  just  what  companies  are  in  that  Lake 
Carriers'  Association? 

Mr.  Olander.  Practically  all  the  steamship  companies  that  are 
engaged  in  carrying  iron  ore. 

The  CuAiBMAN.  What  company  is  the  dominant  factor  t 

Mr.  Olandeb.  The  Pittsbuigh  Steamship  Co.  undoubtedly. 

The  Chaibman.  And  the  Pittsburgh  Steamship  Co.  is  a  subsidiary 
of  what  company  ? 

Mr.  Olandeb.  Of  the  United  States  Steel  Corporation. 

Mr.  Reed.  Are  the  grain  and  coal  carriers  members  of  that 
association  ? 

Mr.  Olandeb.  The  same  vessels  that  carry  grain  and  coal  also 
carry  iron  ore.    There  are  some  few  exceptions  to  that. 

The  second  article,  headed,  "Certificates  or  cards,"  reads  as  follows: 

Any  officer  or  seaman  applying  for  a  certificate  or  recommendation  of  the  Lake  Oar- 
riers'  Association  must  declare  nimself  willing  and  pledge  himself  to  discharge  his 
lawful  duties  toward  the  ship  on  which  employed,  r^rdless  of  membership  or  afliUa- 
tion  on  his  own  part  or  that  o!  any  other  member  of  the  officers  and  crew  wiUi  any  unioD 
or  association  of  any  kind;  and  these  certificates  once  given  must  be  revocable  in  the 
discretion  of  the  association  upon  such  information  as  it  shall  have  received  and 
requiring  that  its  consideration  and  decision  of  the  matter  shall  be  exclusive  and  final. 

Mr.  Young.  Right  there,  does  this  term  "association,"  all  through 
this  article  that  you  are  reading,  refer  to  the  Lake  Carriers'  As^ 
ciation  ? 

Mr.  Olandeb.  It  refers  to  the  Lake  Carriers'  Association. 

Mr.  YouNQ.  You  did  not  make  it  clear,  and  I  was  not  certain. 

Mr.  Olandeb.  The  third  article,  headed  ''Issuing  certificates,** 
reads  as  follows: 

In  putting  the  system  in  operation ,  certificates  of  competence  will  be  granted  as  & 
matter  of  course  to  holders  of  Government  licenses  according  to  the  grades  of  the 
license:*.  There  will  be,  then,  two  other  grades  of  certificates —to  able-bodied  seamen 
and  to  ordinary  »eamen.  The  regular  certificate,  below  license  officer,  will  be  issued 
in  the  first  inrftance,  and,  until  record  in  dischaige  book  can  be  presented,  to  any 
seaman  upon  its  own  representation  as  to  previous  service,  supported  by  such  infor- 
mation as  the  issuing  officer  can  obtain,  preferably  the  recommendation  of  at  least  one 
liceui^ed  officer,  and  conditioned  on  tne  pledge  of  the  applicant  that  his  representa- 
tions are  true  and  that  he  will  faithfully  perform  all  lawful  duties  without  reference 
to  membership  or  affiliation  of  himself  or  other  members  of  officers  and  crew  in  anv 
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union  or  aaeociation  whatsoever,  with  the  discretion  and  authority  in  the  association 
to  revoke  its  certificate  of  recommendation  on  such  information  as  shall  have  come 
to  it. 

The  fourth  article,  under  the  heading,  "Record  discharge  books/' 
reads  as  follows: 

To  insure  the  liability,  the  certificate  will  be  limited  to  one  vear,  so  as  to  cover  a 
season  of  navi^tion.  At  the  time  of  iasuine  the  certificate,  and  except  as  to  masters 
and  chief  engmeers,  the  association  record  ditK^harae  book,  bearing  the  same  number 
as  the  certificate,  will  be  put  in  the  hands  of  the  nolder,  to  be  deposited  by  him  at 
the  time  of  signing  articles  with  the  master  or  chief  engineer,  accoraing  to  the  depart- 
ment of  service.  In  this  book  such  executive  officer  will,  at  the  termination  of  the 
service  on  the  ship,  enter  a  dischaxge,  and,  in  appropriate  column,  a  statement  of  the 
charactAT  of  service.  If  this  entrv  be  ''good"  or  *'fair,"  the  book  shall  be  returned 
direct  to  the  man,  but  when,  in  tne  best  judgment  of  the  officer  with  whom  the  book 
is  deposited,  such  entry  can  not  justly  oe  made,  and  in  every  case  of  desertion  or 
failure  to  serve  after  engaging,  the  booK  shall  be  returned  b}^  the  master  to  the  secre- 
tary of  the  association,  together  with  a  statement  of  explanations  from  the  officer  with 
whom  the  book  was  deposited. 

The  aaeociation  will  thereupon  take  such  action  and  in  such  manner  as  it  may  deem 
wise  and  just  after  canceling  its  outstanding  certificate. 

Those  four  articles  are  really  the  meat  of  the  plan.  In  addition  to 
them  are  three  other  articles  having  reference  to  burial  benefits  and  to 
accident  benefits  and  to  a  shipwreck  benefit.  The  shipwreck  benefit 
is  for  loss  of  clothes  and  amounts  to  $30  for  the  members  of  the  crew 
and  to  $50  for  officers,  payable,  of  course,  only  to  men  who  are  regis- 
tered under  this  plan  and  who  are  in  good  standing  in  their  discharge 
books. 

The  accident  and  death  benefit  is  as  follows,  and  I  mention  this 
merely  for  the  information  of  the  committee,  because  we  have  not 
any  particular  objection  to  their  burying  us  after  we  have  died.  It 
is  what  they  do  to  us  when  we  are  alive  that  we  complain  of. 

The  scale  is  as  follows: 

Master $500 

Chief  engineer 400 

First  mate 250 

Second  engineer 250 

Second  mate 150 

Third  engineer 150 

Steward 150 

Able-bodied  seaman 100 

Ordinary  seaman 75 

In  order  to  obtain  burial  under  those  benefits  I  ma^  state  inci- 
dentally that  we  have  got  to  die  on  board  a  ship  which  is  enrolled  in 
the  association,  as  I  understand  it. 

The  Chairman.  Now,  I  will  get  you  to  take  up  these  clauses,  one  at 
a  time,  and  show  how  they  operate,  what  is  the  purpose  of  the  provi- 
sion, and  what  is  the  effect. 

Wr.  Olandeb.  The  first  clause  having  reference  to  assembly  rooms 
refers  to  shipping  offices,  and  is  for  the  purpose  of  having  control  over 
the  men  while  they  are  there  unemployed. 

Mr.  Young.  That  is  your  construction  of  what  the  purpose  is,  is 
it  not  ? 

Mr.  Olandbr.  Yes ;  my  knowledge  of  the  matter  in  some  of  its 
workings;  my  observations  during  a  period  of  nearly  three  years 
during  which  this  plan  has  been  in  operation. 

Mr.  Young.  Let  us  understand.  Can  not  jrou  get  employment 
from  these  companies  unless  you  subscribe  to  this  plan  and  become  a 
member  of  this  association  'i 
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Mr.  Olandeb.  Tkat  is  a  condition  of  employment.  You  have  to 
subscribe  to  the  plan,  and  you  secure  your  employment  through  these 
shipping  offices. 

The  Chaibman.  Right  there,  this  is  called  sometimes  a  federation, 
is  it  not.  Do  you  Imow  what  this  welfare  plan  is  modeled  after: 
what  plan  or  system? 

Mr.  Olandeb.  It  is  the  same  system,  but  a  great  deal  more  vicious, 
and  I  use  that  word  advisedly,  Mr.  Chairman,  as  was  conducted  so 
long  by  the  Shipping  Federation  (Ltd.),  of  Great  Britain. 

The  Chaibman.  Mow  long  has  that  been  conducted,  and  what  is 
the  effect  of  it  ? 

Mr.  Olandeb.  I  think  they  operated  that  system  of  employing 
men  for  some  20  years. 

The  Chaibman.  Under  a  welfare  plan  somewhat  similar  to  this  ? 

Mr.  Olandeb.  Very  like  this,  practically  the  same  thing. 

The  Chaibman.  Was  it  called,  ''Welfare  plan" » 

Mr.  Olandeb.  No.  It  was  known  as  the  shipping  federation 
system. 

Mr.  Olandeb.  The  Shipping  Federation  (Ltd.),  of  Great  Britain. 
That  plan  was  in  operation  20  years  in  England  and  in  some  ports 
on  the  Continent.  At  the  end  of  those  20  years  approximately  a  third 
of  England's  merchant  marine  was  manned  by  Chmamen  ana  men  of 
like  nationaUty,  Asiatics,  of  some  kind. 

The  conditions  had  become  so  bad  that  they  found  it  increasingly 
difficult  to  get  Englishmen  to  go  to  sea.  Last  summer,  however,  Die 
seamen  rebelled.  You  may  have  heard  of  the  great  strike  that  took 
place  in  England.  That  strike  began  in  a  movement  against  the 
Shipping  Federation  (Ltd.),  and  was  for  the  purpose  of  getting  away 
from  their  system  of  emplovment,  rather  than  for  anything  else. 

To  show  the  feelings  of  the  men  in  the  matter — this  might  be 
matter  of  information  to  you — all  of  the  men  who  went  out  on  the 
strike  were  not  organized.  I  think  it  is  safe  to  say  that  a  majorityof 
them  were  not  organized.  The  union  men  led  the  fight;  that  is,  the 
organized  workers  led  the  fight;  but  the  rest  of  them  were  so  resentful 
against  the  system  that  had  been  imposed  upon  them  that  they 
followed  them  out  and  stayed  out  with  them. 

Mr.  Young.  Did  the  Question  of  wages  enter  into  that  strike  ? 

Mr.  Olandeb.  Partially.  The  important  question,  however,  was 
what  was  known  as  the  Shipping  Federation  ticket,  similar  to  the 
certificate  issued  by  the  Lake  Carriers'  Association  and  in  use  on 
the  vessels  of  the  Pittsburgh  Steamship  Co. 

The  Chairman.  What  was  the  result  of  that  among  the  sailors  f 

Mr.  Olander.  The  result  of  the  English  fight  ? 

The  Chairman.  Yes. 

Mr.  Olander.  The  result  was  the  almost  entire  abolition  of  the 
Shipping  Federation  ticket,  and  a  different  system  of  shipping.  Let 
me  say  that  in  England  they  use  a  discharge  book  also,  but  it  is 
issued  by  the  board  of  trade  and  under  the  supervision  therefore  of 
the  Grovernment.  It  can  not  be  taken  away  n'om  the  man;  he  can 
not  be  deprived  of  it.  It  does  not  necessarily  involve  that  there 
must  be  a  character  marked  in  it,  which  at  best,  you  wiU  understand, 
is  simply  the  opinion  of  the  master  of  the  seaman. 

The  Chairman.  Now,  take  up  the  first  article. 
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Mr.  Reed.  Mr.  Chairman,  just  at  this  point,  would  it  not  be  well 
to  learn  what  proportion  of  the  vessels  covered  by  this  Lake  Carriers' 
Association  is  owned  by  the  Pittsbui^h  Steamship  Co.,  so  that  we 
may  see  how  far  the  Steel  Corporation  is  responsible  for  this  plan, 
whether  it  Is  good  or  bad  ? 

Mr.  McGiLLicuDDY.  That  is  what  I  would  like  to  know  myself. 

Mr.  Olakdbb.  The  Pittsburgh  Steamship  Co.  owns — and  these 
figures  are  approximate — about  one-quarter  of  the  tonnage  in  the 
Lake  Carriers'  Association. 

Mr.  Reed.  What  proportion  of  the  vessels  ? 

Mr.  Olandeb.  That  would  be  nearly  one-quarter  of  the  vedseis. 

Mr.  YouNO.  Are  the  Gilchrist  interests  in  the  association  f 

Mr.  Olandeb.  Yes;  the  Gilchrist  interests  are  in  the  associaltion. 

Mr.  Young.  About  what  proportion  do  they  own  ? 

Mr.  Olandeb.  I  should  judge  at  a  guess  about  one-tenth  or  perhaps 
a  little  more. 

The  Chaibman.  Who  is  the  president  of  the  Pittsburgh  Steamship 
Co.  ?    Who  is  the  head  of  thftt  ? 

Mr.  Olandeb.  Mr.  Harry  Coulby,  of  Cleveland,  Ohio. 

The  Chaibman.  What  is  his  attitude?  Does  he  assume  to  domi- 
nate this  situation?  Has  he  ever  made  any  statement  about  the 
attitude  of  the  Pittsburgh  Steamship  Co.  toward  the  other  shippers  t 

Mr.  Olandeb.  In  answer  to  that  let  me  say  that  my  information  is 
that 'during  the  last  season  or  two  about  one-half  of  the  iron  ore 
carried  down  the  Lakes  is  carried  for  the  United  States  Steel  Cor- 
poration. 

Mr.  Babtlett.  How  much  ? 

Mr.  Olandeb.  About  one-half  of  the  ore  carried  down  the  Lakes 
during  the  last  few  seasons. 

Mr.  Babtlett.  Carried  by  the  vessels  in  which  they  are  interested 
or  by  independents  ? 

Mj.  Olandeb.  No;  their  own  vessels  do  not  carry  all.  Thev  fur^ 
nish  freight  to  other  vessels  and  naturally  have  some  control  over 
those  other  vessels  and  the  policy  of  the  other  vessels  to  whom  they 
furnish  cargoes. 

Mr.  Babtlett.  By  being  a  large  shipper  of  ore,  they  are  interested 
in  the  poUcy  of  the  owners  of  these  vessels;  is  that  it  ? 

Mr.  Olandeb.  The  shipowner  who  wants  a  cargo  to  carry  naturally 
will  favor  the  shipper  to  some  extent.  When  this  plan  was  inanig- 
urated  and  when  the  first  attack  was  made  upon  the  rights  to 
organize  on  the  Lt^es  in  1908  the  Pittsburgh  Steamship  Co.  itself 
began  the  open  movement. 

We  heard  nothing  of  a  move  of  that  kind  on  other  ships  until  we 
had  fiirat  heard  around  the  docks  and  on  board  the  vessels,  through 
the  captains  of  the  vessels,  that  unless  the  other  owners  followed  the 
policy  of  the  Pittsburgh  Steamship  Co.,  they  would  not  be  given 
cargoes  to  carry. 

Inow  I  can  not  give  vou  the  names  of  any  men  who  told  those 
stories.  They  were  told  by  the  captains  of  the  ships  after  they  had 
gotten  instructions  from  the  owners.  Of  course  I  could  not  give 
vou  those  names  because  if  it  were  known  that  any  of  those  men  nad 
been  talking  to  me  or  to  men  in  my  position,  they  would  have  to 
get  off  the  Lakes;  that  is  all. 
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But  in  answer  to  the  <;hairman's  question  as  to  the  general  atti- 
tude of  the  Pittsburgh  Steamship  Co.  toward  the  rest  of  the  vessel 
owners  in  the  Lake  Carriers'  Association,  I  beheve  there  is  something 
here  that  will  show  it  better  than  a  mere  expression  of  opinion  on 
my  part. 

Mr.  Young.  What  is  the  document  you  are  about  to  read  from! 

Mr.  Olandbr.  It  is  a  report  of  the  proceedings  of  the  fifth  annual 
convention  of  the  Pittsburgh  Steamsnip  Co.'s  masters  and  officers, 
this  convention  or  meeting  being  presided  over,  as  I  understand  it,  by 
Mr.  Harry  Coulby,  the  president  of  the  Pittsburgh  Steamship  Co. 

I  will  quote  from  page  22  of  that  document. 

Mr.  Reed.  Will  you  give  us  the  date,  please  ? 

Mr.  Olandeb.  The  convention  was  held  at  Cleveland,  Ohio,  Jan- 
uary 6,  7,  8,  and  9,  1909: 

Oapt.  D.  Sullivan.  The  question  that  Gapt.  Morgan  just  mentioned  is  the  most 
serious  one,  in  my  opinion.  I  think  that  $15  a  month  is  too  arbitrary  an  increase  in 
the  fall  of  the  year  anyway.  I  believe  the  Lake  Carriers'  Association  oug^t  to  have 
a  bonus  plan  m  their  schedule.  Everybody  is  watching  the  lake  earners  pretty 
closely  now,  expecting  possiblv  the  wag^  might  be  reduced,  and  if  we  make  any 
move  it  might  be  criticized  as  being  only  a  stepping-stone. 

Mr.  GouLBT.  Without  a  spirit  of  egotism.  I  may  say  that  the  Pittsburgh  Steamahip 
Go.y  has  got  to  be  the  voice  and  the  other  fellow  the  echo.  I  am  perfectly  willing  to 
try  these  things  out  for  them.  We.  as  the  steamship  company,  wouldn't  be  so  Likely 
to  be  criticized  on  the  question  of  cringing  down  wages,  because  we  haven't  got  that 
reputation. 

The  part  I  want  to  call  to  your  attention,  which  I  consider  illus- 
trates very  well  the  attitude  of  the  Pittsburgh  Steamship  Co.  toward 
the  rest  of  the  steamship  owners  in  the  association,  is  these  words 
spoken  by  Mr.  Coulby: 

Without  a  spirit  of  egotism,  I  may  say  that  the  Pittsburgh  Steamship  Go.  has  got  to 
be  the  voice  and  the  omer  follow  the  echo. 

That,  to  my  understanding,  is  exactly  the  situation  on  the  Lakes 
now  among  the  shipowners. 

The  Chairman.  When  any  boat  not  owned  by  the  United  States 
Steel  Corporation  desires  to  get  a  cargo  of  ore  at  Two  Harbors,  or 
Duluth,  for  instance,  can  it  get  that  car^o  without  the  consent  and 
order  of  the  United  States  Steel  Corporation,  either  for  an  independ- 
ent or  individuals?  Whether  or  not  it  is  in  the  docks  at  Two  Harbors 
or  Duluth,  can  they  get  to  it  unless  the  Steel  Corporation  agrees  to 
let  them  ?    Who  owns  the  docks  there  ? 

Mr.  Olandbr.  My  information  is  the  Steel  Corporation  owns  those 
docks. 

The  Chairman.  Have  they  the  control  of  vessels  ?  For  instance, 
can  they  say  which  vessel  shall  come  in  ? 

Mr.  Olander.  They  can  say  which  vessel  shall  come  first  and 
which  vessel  shall  wait. 

The  Chairman.  Suppose  there  is  a  vessel,  a  tramp  steamer,  or  an 
independent  steamer,  there  at  the  docks,  and  one  of  the  Pittsburgh 
Steamship  Co's.  boats  is  20  or  30  miles  out  in  the  Lake.  Have  they 
the  authority  to  tell  this  other  boat  to  stand  aside  and  wait  for  the 
Pittsburgh  Steamship  Co.  boat  to  come  in  ? 

Mr.  Olander.  I  understand  they  have  that  authority  and  I  am 
informed  they  do  just  those  things.  However,  I  have  not  actually 
stood  on  the  dock  and  heard  any  conversation  that  would  enable  me 
to  say  positively  that  I  knew  of  some  individual  case  of  that  kind. 
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But  there  are  a  number  of  shipowners  on  the  Lakes  who  have  com- 

Elained  about  that  very  thing.  Let  me  say  that  shipowners  on  the 
rakes  who  have  complaints  against  the  rittsburgh  Steamship  Co. 
are  just  as  frightened  to  let  their  names  be  known  publicly,  as  any  of 
the  sailors  or  captains  or  other  workmen  there.  I  do  not  say  thlit 
would  be  true  ol  aU  of  them,  but  there  are  number  of  cases  of  that 
kind. 

The  Chairman.  The  chairman  of  this  committee  is  not  givon  to 
testif3rin^i  but  I  presume  that  statement  will  not  be  seriously  con- 
troverted. 

Mr.  Olander.  I  do  not  believe  it  will,  Mr.  Chairman. 

Mr.  Bartlbtt.  You  say  you  don't  know  of  any  instance,  but  that 
you  have  been  informed  tliat  the  Pittsburgh  Steamship  Co.,  or  the 
Steel  Corporation,  with  which  it  is  allied,  which  owns  the  docks, 
discriminates  between  their  own  vessels  and  other  independent 
vessels  in  the  matter  of  furnishing  facilities  for  loading  and  unloading 
the  freight  ? 

Mr.  Olander.  That  is  my  information,  that  considerable  of  that 
it  bein^  done. 

Mr.  lOUNG.  You  say  you  know  of  no  instance  yourself? 

Mr.  Olander.  No;  I  can  not  cjuote  any  instance.  I  can  say  this, 
however,  that  the  ships  of  the  Pittsburgh  Steamship  Co.  make  more 
trips  per  season  than  the  ships  of  any  otner  company  that  I  know  of. 

Mr.  Reed.  Is  not  that  because  their  unloaaing  facilities  are  so 
good? 

Mr.  Olander.  The  unloading  facilities  that  they  use  at  the  docks 
are  the  same  as  are  used  by  the  independent  boats  at  the  same 
docks. 

Mr.  Reed.  Yes;  but  the  independent  boat  does  not  use  theCon- 
neaut  Dock,  for  instance  ? 

Mr.  Olander.  Oh,  yes;  the  independent  shipowner  is  into  Con- 
neaut  very  often  with  cargoes  for  the  United  States  Steel  Corporation. 

The  Chairman.  A  cargo  of  ore  destined  for  plants  of  the  United 
States  Steel  Corporation  can  enter  Conneaut  Dock  ? 

Mr.  Reed.  Quite  true;  but  as  a  matter  of  practice  it  is  used  only 
for  Steel  Corporation  ore. 

The  CHAiRBfAN.  Exactly;  it  is  used  for  Steel  Corporation  ore  car- 
ried in  any  bottom,  whether  it  be  of  the  Pittsburgh  Steamship  Co. 
or  any  other  ? 

Mr.  Reed.  Quite  true,  but 

The  Chairman  (interposing).  And  they  unload  that  as  quickly  as 
the  other. 

Mr.  Reed.  But  all  Steel  Corporation  boats  go  to  the  Steel  Cor- 
poration docks,  which  are  well  equipped,  and  as  only  some  of  the 
other  boats  on  some  of  their  trips  use  those  improved  docks  it 
occurred  to  me  that  was  possibly  tne  reason  that  the  Steel  Corpora- 
tion boats  could  make  so  many  more  trips. 

Mr.  Bartlett.  They  can  discharge  their  cargo  quicker  and  return 
quicker  ? 

Mr.  Reed.  It  is  perfectly  marvelous  the  perfection  to  which  they 
have  brought  that  unloading  machinery. 

Mr.  Olander.  I  will  make  this  statement — and  when  I  speak  of 
independents  I  mean  independent  shipowners — that  an  independent 
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shipowner  having  a  fleet  engaged  in  carrying  iron  ore  for  the  United 
States  Steel  Corporation  on  vessels  having  the  same  power  Mid  the 
same  speed  at  sea  can  not  make  the  same  number  of  trips  as  the 
Pittsburgh  Steamship  Co.  vessels  can,  although  he  uses  exactly  Uie 
same  docks  and  exactly  the  same  machinery. 

The  Chaibman.  Do  you  know  to  what  extent  independent  boats 
are  now  anchored  out  in  the  Lakes,  some  of  whom  have  not  hauled  a 
cargo  of  ore  in  two  years )    Do  you  know  anything  about  that  t 

Mr.  Olandeb.  I  do  not  know  the  percentage;  1  can  not  give  you 
the  exact  percentage. 

The  Chairman.  What  is  the  condition  as  to  the  independent  boats 
in  the  last  two  years  ? 

Mr.  Olandeb.  During  the  last  two  years  there  has  been  scarcely  a 
large  port  anywhere  that  you  could  not  have  gone  into  at  any  time 
ana  seen  laying  idle  at  the  docks  or  anchored  out  in  the  harbor  ships 
belonging  to  independent  shipowners. 

Mr.  Babtlett.  At  that  time  were  the  Pittsbuigh  Steamship  Co.'s 
ships  busy  ? 

Mr.  Olandeb.  So  far  as  I  know. 

Mr.  Babtlett.  Were  the  Steel  Corporation  ships  busy  ? 

Mr.  Olandeb.  So  far  as  I  know,  yes.  I  think  it  is  sale  to  say  that 
they  were  all  busy  except  one  or  two  or  three,  now  and  again,  that  had 
to  be  laid  up  for  reoairs. 

Mr.  Babtlett.  To  what  extent  do  you  think  this  discrimination, 
for  instance,  at  the  docks  at  Two  Harbors,  has  gone  in  causing  the 
inactivity  oi  the  independents  and  resulting  in  the  steamships  of  the 
Steel  Corporation  to  be  active  and  employed  all  the  time  ? 

Mr.  Olandeb.  I  don't  know  just  what  is  being  done.  I  don't 
understand  the  object  of  it  all. 

Mr.  Babtlett.  But  as  I  understand  you,  you  attribute  the  fact  of 
the  boats  of  the  Pittsburgh  Steamship  Co.  being  busier  to  the  dis- 
crimination that  was  mi^e  at  the  aocks  where  the  loading  and 
unloading  was  done  at  Two  Harbors  ? 

Mr.  Olandeb.  Yes. 

Mr.  Babtlett.  That  is,  you  gave  it  not  from  knowledge  but  from 
information  that  you  said  you  had  ? 

Mr.  Olandeb.  Yes.  The  only  effect  of  that  is  to  reduce  frei^ts. 
Just  what  it  was  that  forced  them  to  lay  idle  I  am  not  sure  of.  Just 
what  the  object  is  I  am  not  certain. 

Mr.  Reed.  It  may  have  been  slack  business^  may  it  not  ? 

Mr.  Olandeb.  It  may  have  been  slack  business.  There  are  men 
who  believe  that  some  part  of  that  was  artificial. 

The  Chaibman.  What  do  you  mean  by  ''some  part  of  it  was  arti- 
ficial r^ 

Mr.  Olandeb.  There  are  those  who  believe  that  there  was  an  effort 
made  by  creating  an  artificial  depression  in  business  on  the  Lakes  to 
reduce  the  selling  value  of  ships  m  order  that  some  of  the  large  ship- 
pers, including  the  Steel  Corporation,  might  buy  them  up  at  a  cheaper 
price  than  they  otherwise  could. 

I  do  not  pretend  to  say  how  true  that  is.  I  know  this,  that  shipK 
owners  have  told  me  that  conditions  have  arisen  there  that  are  going 
to  put  the  independent  shipowner  completely  out  of  business. 

Let  me  say  in  reference  to  this  matter,  ana  to  matters  of  this  kind, 
that  any  testimony  I  can  give  along  these  lines  will  have  to  be  merely 
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hearsay;  and  I  am  so  tied  up  I  can  not  even  tell  you  the  names  of  the 
men  who  told  me  these  thinj^. 

The  Chaibman.  Right  at  that  point 

Mr.  Olander.  It  might  be  well  to  get  some  of  those  shipowners 
down  here.    They  might  tell  some  things. 

The  Chaibman.  Not  to  interrupt  you,  but  in  order  to  hurry  along, 
so  as  to  get  as  much  into  this  session  as  we  can,  I  want  to  say  that  I 
went  into  this  situation,  merelj  in  a  cursory  way,  and  not  to  deter- 
mine how  much  ore  w^as  earned  in  the  bottoms  of  the  Pittsburgh 
Steamship  Co.  vessels. 

If  for  one,  am  perfectly  willing  to  concede  that,  so  long  as  the  law 
permits  industrial  concerns  to  own  and  operate  quasi-pubUc  corpo- 
rations^ the  Steel  Corporation  has  perfect  right,  a  legal  right,  and  it 
is  certamly  to  its  interest,  to  transport  its  ore  in  its  own  vessels.  It 
would  naturaUy  be  expected  to  give  the  preference  to  its  own  vessels, 
as  I  presume  it  does.  I  do  not  apprehend  there  will  be  any  question 
about  that. 

I  simply  introduced  that  phase  of  this  question  into  this  testimony, 
or  suggested  it  to  you,  in  order  that  the  committee  might  understand 
the  cause  of  the  dominant  influence  of  the  Pittsburgh  Steamship 
Co.,  an  influence  not  measured  by  its  per  cent  of  the  number  of 
ships,  or  by  its  proportion  of  the  tonnage  carried,  or  actually  trans- 
ported.   Tliat  was  my  only  purpose. 

Mr.  YouNO.  Right  there,  Mr.  Olander,  last  year  has  been  a  pretty 
dull  one,  has  it  not,  on  the  Lakes  ? 

Mr.  Olandeb.  Yes;  in  the  iron-ore  trade. 

Mr.  Young.  Yes.  And  yet  the  Steel  Corporation's  own  boats, 
in  this  dull  vear,  could  not  carrv  all  of  the  ore  that  has  been  sent 
down  the  Lakes.  Is  not  that  true  f  They  did  send  some  on  independent 
boats? 

Mr.  Olandeb.  I  believe  they  did. 

Mr.  Young.  And  in  any  j^ear  it  is  only  the  surplus,  which  they  can 
not  carry  themselves,  that  they  send  down  on  otner  boats  ? 

Mr.  Olandeb.  I  understand  that  is  the  situation. 

Mr.  Babtlbtt.  Will  you  return  a  moment  to  the  matter  of  discrim- 
ination at  the  wharves?  Do  you  or  do  you  not  know  whether  the 
State  of  Minnesota,  where  the  docks  are  situated,  has  laws  upon  the 
subject,  has  a  railroad  and  warehouse  and  elevator  commission  in 
connection  with  the  regulation  of  charges  and  methods  of  conducting 
business  at  these  wharves;  whether  all  matters  connected  with  the 
receiving  and  handling  of  ships  at  wharves  is  not  regulated  by  law  in 
Minnesota,  covering  prices,  cnarges,  and  so  on  ? 

Mr.  Olandeb.  I  don't  know  whether  there  is  any  such  law  or  not. 
If  there  was,  I  do  not  see  what  good  it  would  do,  for  the  reason  that 
an  independent  shipowner  might  enter  a  complaint,  and  he  might 
bring  about,  if  there  was  a  violation  of  law,  the  punishment  of  the 
offender.  But  the  probabilities  are,  and  I  beUeve  he  would  figure  it 
this  way,  that  he  would  not  get  any  cargoes  afterwards.  Other  ship- 
owners would  know  of  that  and  would  keep  silent.  That  is  my  judg- 
ment of  the  matter. 

Mr.  Babtlett.  You  think,  then,  that  the  effort  to  enforce  the  law 
would  be  more  harmful  against  the  person  who  was  discriminated 
against  than  to  submit  to  it  ? 

Mr.  Olandeb.  Not  if  there  was  a  general  effort  at  enforcement,  no ; 
but  an  individual  effort,  yes. 
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Mr.  Bartlett.  If  all  the  independents  acted  together,  could  they 
not  secure  that  sort  of  recognition  of  their  rights  if  they  are  being 
charged  too  much,  and  so  forth  ? 

Mr.  Olander.  I  have  not  the  slightest  doubt  they  could,  but  they 
do  not  act  together. 

Mr.  Bartlett.  You  think  the  mere  effort  of  one  or  more,  a  small 
number  of  independents,  would  not  accomplish  anything  unless  they 
got  a  majority  or  all  of  the  independents  to  act  together  ? 

Mr.  Olander.  That  is  my  opmion  of  the  matter;  yes,  sir. 

Mr.  FvEED.  My  understanding  of  the  discrimination  about  which 
Mr.  Olander  speaks,  is  a  discrimmation  in  the  time  taken  up  for  these 
boats  to  load  and  unload,  and  not  a  discrimination  as  to  charge  ? 

Mr.  Bartlett.  I  understood  so,  too. 

Mr.  Olander.  Yes;  I  had  no  reference  to  any  charges  made; 
purely  as  to  time. 

The  Chairman.  My  understanding  is,  and  I  presume  there  will  be 
no  question  about  it,  because  it  is  a  matter  that  came  to  the  attention 
of  ]\Ir.  Woolley  and  myself  often,  when  I  was  on  the  Lakes,  that  at 
Duluth  it  is  the  universal  custom,  as  I  understand,  to  allow  the  com- 
pany's boat  to  go  into  the  docks  and  secure  its  cargo  and  the  inde- 
pendent must  wait.  ^ 

For  instance,  if  a  tramp  steamer,  some  boat  not  owned  by  Jones  & 
Laughlin,  and  some  of  thosi  people,  is  permitted  to  get  a  cargo,  it  is 
there  at  the  docks.  They  know  that  m  an  hour  or  half  an  hour  a 
Pittsburgh  Steamship  Co.  boat,  which  is  anywhere  from  25  to  35 
miles  out  in  the  Lake,  will  be  there,  or  will  be  due;  then  this  other 
boat  must  wait  for  an  hour,  two  hours,  or  three  hours,  as  the  case  may 
be,  or  any  other  length  of  time,  until  this  Pittsbur^n  Steamship  Co. 
boat  has  received  its  cargo. 

I  was  advised  time  and  again  that  if  a  boat  was  actually  receiving 
a  cargo  and  its  place  was  needed,  it  would  have  to  get  out  of  the  way 
and  let  the  Pittsburgh  Steamship  Co.  boat  in,  let  it  get  its  cargo;  and 
then  the  other  boat  came  back  and  received  what  was  due  it. 

I  do  not  apprehend,  however,  that  there  is  any  violation  of  law,  and 
I  do  not  mean  to  charge  that  there  is  any  violation  of  law.  At  Con- 
neaut  Docks,  for  instance,  it  is  a  dock  on  private  property,  the  rail- 
road is  owned  entirely  by  the  same  concern  that  owns  this  steamship 
company,  and  the  hauling  of  ore  by  the  different  companies,  although 
thejr  belong  to  the  Carriers'  Association,  is  given  to  them,  or  they 
receive  this  ore,  as  I  understand  it,  as  a  matter  of  grace. 

Mr.  Reed.  Of  course  you  are  speaking  now  of  Steel  Corporation 
ore? 

The  Chairman.  Yes, 

Mr.  Reed.  I  have  not  any  information  on  the  subject,  but  it  seems 
to  me  that  would  be  a  natural  course  of  action  to  prefer  to  use  their 
own  boats  wherever  they  could. 

The  Chairman.  It  is  not  claiming  or  alleging  a  violation  of  law? 

Mr.  Young.  Mr.  Chairman,  do  you  mean  that  in  relation  to  the  ore 
of  independents  ? 

The  Chairman.  Oh,  no. 

Mr.  Young.  Which  constitutes  half  or  more  of  the  ore  shipped  from 
the  liake  Superior  district;  that  an  independent  steamer  is  not  per- 
mitted to  come  in  and  dock  that  until  every  Steel  Corporation  steamer 
has  been  served  ? 
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The  Chairman.  I  understand  that  is  the  rule.  My  understanding 
was  it  was  the  rule  with  reference  to  all  boats  entering  the  docks  of  the 
Steel  Corporation.  The  ore,  whether  it  be  the  ore  of  an  independent 
or  the  ore  of  the  steel  company,  having  been  transported  on  tne  Steel 
Corporation's  roads,  either  the  Dulutn,  Missabe  &  Northern  or  the 
Duluth  &  Iron  Range  road,  the  steamship  company's  boat  would 
have  the  right  or  preference.  What  I  was  distmctlj  advised  was 
that  was  always  true  with  reference  to  Steel  Corporation  ore. 

I  am  not  stating  this  as  a  positive  fact.  I  am  stating  my  informa- 
tion to  Mr.  Eeed,  that  he  may  correct  it  if  he  knows  to  the  contrary. 

Mr.  Reed.  As  to  the  Steel  Corporation's  ore,  I  think  the  practice 
you  speak  of  may  verv  naturallj]  be  the  case.  But  they  would  hardly 
dare  to  interfere  witn  the  carriage  of  ore  consigned  to  jsome  other 
company,  postponing  its  loading  or  unloading  to  their  own,  because 
that  would  be  an  offense  under  Both  the  State  and  interstate  laws. 

The  Chairman.  Do  you  haul  ore  for  other  people  in  your  own 
bottoms  t 

Mr.  Reed.  Not  so  far  as  I  know. 

Mr.  Young.  Mr.  Chairman,  I  have  some  information  on  this 
subject,  and  some  connection  more  or  less  intimate 

The  Chaibman.  Yes;  I  know. 

Mr.  Young  (continuing).  With  several  independent  steamship 
lines.  I  never  heard  a  complaint  on  that  score,  but,  on  the  con- 
trary, that  the^ot  just  as  good  service  at  the  docks  as  did  the  Steel 
Corporation.  Of  course  if  the  ore  to  be  carried  is  Steel  Corporation 
ore,  they  will  not  give  it  to  an  independent  until  their  own  vessels 
are  served  and  out  of  the  way.  But  so  far  as  the  independents  are 
concerned,  I  have  never  heard  a  complaint  that  they  did  not  get  fair 
service. 

The  Chaikman.  These  complaints  came  to  me  from  boat  owners. 
They  were  not  so  much  complaints  as  statements  of  an  xinf ortunate 
position. 

Mr.  Young.  I  stand  in  the  position  of  a  boat  owner. 

The  Chairman.  You  are  in  better  position  than  anybody  else. 
Have  you  ever  transported  ore  from  Two  Harbors  ? 

Mr.  Young.  Yes,  occasionally;  not  often,  because  that  ore  is  almost 
all  Steel  Corporation  ore. 

Mr.  Reed.  As  far  as  the  consumers  of  ore  go,  I  never  heard  of  a 
complaint.  Mr.  Topping  was  perfectly  free  in  the  statement  of  his 
grievances,  and  I  tmnk  ne  would  have  mentioned  it  if  he  had  been 
treated  that  way. 

The  Chairman.  I  do  not  presume  that  would  be  the  case  with  boats 
owned,  for  instance,  by  Jones  &  Laughlin,  but  as  to  tramp  steamers. 

Mr.  Young.  The  boats  I  speak  of  were  independent  boats,  con- 
nected with  no  line. 

The  Chairman.  I  asked  about  this  in  order  to  show  the  influence 
or  the  moral  control  of  the  Pittsburgh  Steamship  Co.  over  other  con- 
cerns in  the  Lake  Carriers'  Association. 

You  may  proceed,  Mr.  Olander . 

Mr.  Young.  This  is  a  matter  in  which  it  might  be  well  to  call  Mr 
Livingston,  the  president  of  the  Lake  Carriers  Association. 

Mr.  Bartlett.  Mr.  Young,  do  you  know  anything  about  the  law  of 
Minnesota  with  reference  to  regulating  practices  and  charges  ut 
wharves  ? 
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Mr.  Young.  No;  I  do  not^  because  I  never  heard  the  question 
raised;  never  heard  of  complaints  from  anybody. 

Mr.  Babtlett.  It  is  a  pretty  drastic  and  extensive  law.  I  know 
that  from  having  casually  examined  it  in  connection  with  another 
matter. 

Mr.  Young.  Of  course,  under  the  interstate-commerce  law,  if  this 
is  interstate  commerce  they  have  to  give  equal  faciUties  to  everybody. 

Mr.  Olander.  Mr.  Chairman,  I  had  just  explained  that  the 
assembly  rooms  were  shipping  offices,  and  that  in  order  to  obtain 
employment  a  man  had  to  &;o  into  those  offices,  and  in  order  to  get 
there  he  had  to  register  ana  have  a  certificate  of  the  Lake  Carriers' 
Association.    That  is  in  the  first  article. 

Articles  2  and  3  have  reference  to  this  certificate,  and  both  state 
that  the  certificate,  without  which  a  man  can  not  obtain  employment 
by  the  way,  may  be  revoked  in  the  discretion  of  the  association,  and 
that  its  consideration  and  decision  of  the  matter  shall  be  exclusive  and 
final. 

Mr.  Beall.  Are  those  certificates  frequently  revoked  ? 

Mr.  Olander.  Up  to  the  present  I  do  not  believe  very  many  of 
them  have.  They  have  not  been  able  to  thoroughly  enforce  that 
plan,  for  the  reason  that  the  men  in  our  union  have  Kept  up  such  per- 
sistent agitation  against  it  that  they  have  never  applied  it  fully. 

Mr.  "Young.  Right  there,  in  those  cases  where  they  have  been 
revoked,  and  where  at  the  end  of  the  season  the  card  has  been  returned 
to  the  secretary,  and  not  given  to  the  man,  has  that  been  used  as  a 
sort  of  black  list,  to  prevent  this  man  getting  employment  ? 

Mr.  Olander.  That  is  exactly  what  it  is,  sir.  To  understand  that 
fully,  we  have  got  to  take  the  fourth  article,  having  reference  to 
record  discharge  books,  which  is  the  meat  of  the  whole  thing. 

It  requires  tnat  after  registration,  and  at  the  time  of  the  issuing  of 
certificate,  the  men  are  to  get  a  record  discharge  book,  having  in  it 
columns  which  show  the  name  of  the  ship  upon  which  he  served,  the 
time  his  service  began,  the  time  it  termmated,  and  the  character  of 
service;  the  character  of  service  being  the  opinion  of  the  masteis  or 
other  officers  of  the  man. 

The  rule  states  that  if  the  entry  on  it,  in  the  opinion  of  the  captain, 
can  justly  be  "good"  or  "fair,"  then  the  book  is  to  be  returned  to 
the  man. 

When  the  man  ships  he  must  deposit  that  book  with  the  proper 
officer  of  the  vessel;  out  if  in  the  judgment  of  the  officer  the  entry 
"good"  or  "fair"  can  not  be  made,  then  the  book  is  not  returned  to 
the  man. 

Mr.  Young.  Have  there  been  many  instances  of  that  kind  t 

Mr.  Olander,  No;  I  do  not  believe  there  have  been  very  many, 
especially  because  of  the  agitation  that  we  have  been  carrying  on. 
Let  me  state  that  we  have  been  on  strike  against  that  plan  since 
May,  1909.  The  strike  is  still  going  on,  and  we  have  kept  up  a  con- 
stant agitation  against  it. 

The  Chairman.  If  you  know  of  any  specific  instance  where  those 
books  have  been  taken  from  a  man,  not  because  he  was  not  worthy 
and  capable  as  a  seaman,  but  for  some  other  more  ulterior  motive, 
you  may  state  it. 

Mr.  Olander.  I  know  of  instances  where  books  have  been  taken 
from  men,  but  I  have  not  got  the  names  or  the  facts  in  my  possession 
here  no^y. 


UNITED  STATES  STEEL  CORPOBATION.  3007 

TheCHAiBMAN.  What  is  the  name  of  the  book  they  give  the 
sailors? 

Mr.  Olanbeb.  It  is  called  a  discharge  book. 

Mr.  Babtu&tt.  What  does  it  contain  when  the  man  gets  it  ? 

Mr.  Olandbb.  It  contains  the  man's  name,  his  adc&ess,  place  of 
birth,  ag;e.  he^t,  complexion,  and  his  signature;  and  it  is  sijgned  by 
the  presiaent  of  the  association — that  is,  with  a  copy  of  his  signa 
ture-^and  likewbe  by  the  secretary,  and  also  by  the  issuing  official, 
who  is  the  shii^ingmaster,  known  now  as  a  shipping  commissioner. 

Mr.  Baktlett.  What  are  those  signatures  of  the  officers  for* 
What  do  they  certify  to  ?  I  do  not  mean  for  you  to  read  it,  but  just 
compress  it  in  a  statement. 

Mr.  Olakdbr.  Those  signatures  are  evidently  placed  in  the  book 
simply  as  a  matter  of  identification. 

Mr.  Baktlett.  I  am  not  speaking  of  the  sailor's  signature.  I 
refer  to  the  officer  of  the  association. 

Mr.  Olandeb.  I  will  read  that — 

This  book  is  the  property  of  the  Lake  CarrieiH'  Asaociation  and  is  subject  to  rev- 
ocation for  violation  of  the  pledge  and  conditions  contained  in  the  application  of  the 
holder  for  the  use  of  the  Lace  Carriers'  Association  assembly  rooms. 

It  is  signed  by  '*W.  Livingstone,  president,"  and  countersigned  by 
Geo^e  A.  Marr,  secretary.  The  signature  of  the  issuing  official  is 
C.  W.  Stephenson. 

Mr.  Babtlett.  When  a  man  gets  one  of  those  books,  and  the  time 
comes  when  they  think  he  ought  to  surrender  it,  how  ao  they  get  it  1 

Mr.  Olander.  TTiey  have  a  system  under  which  it  is  very  easy  to 
take  a  man's  book  away  from  him,  because  the  moment  he  steps 
aboard  ship,  before  he  goes  to  work,  he  hands  the  book  to  either  the 
mate  or  the  captain,  if  ne  is  on  deck,  or  to  the  chief  engineer,  if  he  is 
in  the  engine  room.  When  he  leaves  the  vessel,  he  applies  for  the 
rettim  of  the  book.  They  already  have  it  in  their  possession,  and  all 
they  have  to  say  is  that  mey  won't  give  it  back. 

Mr.  Babtlett.  He  is  not  permitted  to  keep  it  in  his  personal  cus- 
tody while  at  work  ? 

Mr.  Olandeb.  No;  he  is  not,  while  at  work. 

Mr.  Babtlett.  Is  that  one  of  the  requirements  or  regulations  in 
the  book,  that  it  shall  be  delivered  ? 

Mr.  Olanbeb.  It  states  that  it  ''must  be  deposited,  on  signing 
articles,  with  the  master  or  chief  engineer,  according  to  the  department 
of  service."    That  is  the  statement  in  the  book  itself. 

Mr.  Babtlett.  Is  there  anything  in  the  book  itself  as  to  how  he  is 
to  get  it  back,  or  any  reason  why  he  can  not  get  it  back,  when  it  shall 
be  seized  or  taken  charge  of  ? 

Mr.  Olaxdeb.  There  is  a  statement  in  this  book  much  the  same  as 
the  statement  I  read  from  the  plan  itself: 

It  shall  be  the  duty  of  such  officer  to  enter  in  this  book  the  time  and  capacity  of 
employment  and  its  termination,  and  fill  in  the  blanks  for  discharge,  never  tailing  to 
make  entry  of  the  character  of  service  in  tlie  column  "character  of  service."  Great 
care  and  mimeaB  and  alao  firmneea  should  be  exercised  in  this  duty,  because  on  this 
record  will  lareely  depend  the  renewal  or  even  the  continuance  of  the  recommendation 
which  the  Lake  Garners'  Association  can  give.  The  entries  for  convenience  may  be 
"good"  or  "fair/*  as  the  case  may  be,  in  <he  best  judgment  of  the  master  or  chief 
engineer,  with  any  won!  of  explanation,  and  the  book  returned  to  the  person  named 
therein  where  the  entry  ia  "good"  or  "fair,"  but  in  other  cases,  and  in  all  of  desertion 
or  violation  of  the  pledge  and  conditions  noted  below,  the  master  ?hali  return  the  book 
to  the  Bccretary  of  the  assoi^iation,  tojrethor  with  hi?  or  the  chief  engineer's  explanation. 
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Mr.  Bartlett.  It  is  sort  of  like  a  pass  we  had  in  slavery  time.  A 
slave  could  not  go  along  without  pass  in  certain  ways. 

Mr.  Olander.  Some  who  have  read  the  plan  and  have  looked  at  the 
books  have  characterized  it  as  a  sort  of  ticketK)f-leave  system. 

Mr.  Barti^tt.  Yes.  Do  you  know  any  means  or  any  method 
that  is  provided  by  which  the  person  who  is  discharged  andf  the  book 
is  not  returned  to  nim  may  appeal  to  anybody  to  have  that  corrected  ? 
As  I  understand  it,  the  aetermination  whether  a  man  shall  have  his 
book  returned  to  him,  which  is  a  certification  of  character  so  far  as 
the  association  is  concerned,  is  by  the  officers  of  the  ship.  He  is  not 
eiven  his  book  back^  which  means  a  discharge,  of  course.  Now,  is 
tnere  any  provision  m  these  rules  by  which  he  can  appesd  from  the 
decision  oi  the  particular  captain  or  officer  of  the  boat  ? 

Mr.  Olander.  There  are  none  that  I  Imow  of,  but  the  association 
officials  and  Mr.  Coulby  himself  contend  that  the  sailor,  as  a  matter 
of  course,  has  the  right  to  appeal  to  the  secretary  of  the  association 
or  to  the  executive  conunittee  of  the  association,  to  appeal  against 
the  action  of  the  captain. 

That  may  be  all  right  in  theory.  In  practice  it  is  almost  an  im- 
possibility. They  may  refuse  to  return  the  book  to  a  sailor  on  a 
vessel  at  South  Chicago.  The  office  of  the  association  is  at  Cleveland. 
He  does  not  earn  money  enough  to  be  able  to  afford  to  pay  his  way  to 
Cleveland  and  appeal  to  the  officials  there  and  then  wait  around 
while  they  are  corresponding  with  the  captain  or  perhaps  wait  until 
the  ship  enters  that  particular  port.  He  can  not  adOPord  to  lie  around 
South  Chicago  or  some  other  town  waiting  for  that  correspondence 
to  go  on. 

As  a  matter  of  fact,  if  you  examine  into  that  situation,  there  is 
absolutely  no  appeal  for  the  sailor,  because  here  is  a  condition  that 
will  arise  in  his  mind :  He  will  say,  ' '  What  is  the  use  of  me,  an  ordi- 
nary sailor,  having  been  in  the  employ  of  the  company  a  compara- 
tively short  time,  trying  to  put  my  word  against  the  master  oi  the 
ship  who  has  been  in  their  employ  a  much  longer  time  and  who  has 
a  much  higher  standing  than  I  have;  what  is  the  use?" 

That  is  the  natural  question  that  will  arise  in  his  mind,  and  there 
is  only  one  thing  left  for  him  to  do.  If  he  wants  to  sail  he  will  ^o 
and  do  that,  ana  this  is  the  terrible  thing  about  this  affair.  He  will 
go  into  the  office  and  reregister  under  an  assumed  name  and  avoid 
the  blacklist  in  that  way. 

Mr.  Young.  Have  you  known  of  instances  where  men  who  have 
been  refused  the  return  of  this  book  and  attempted  to  reregister 
under  their  own  names  were  refused  either  that  season  or  a  succeeding 
season  ? 

Mr.  Olander.  I  can  not  recall  any  particular  case  just  now. 
Usually  when  that  happens  to  the  men  they  come  and  tell  us  their 
stones  in  the  union  omces  and  leave  the  Lakes.  The  men  that  they 
have  brought  in  to  take  the  places  of  the  strikers,  in  very  great  num- 
ber, are  men  who  have  not  aone  much  sailing  and  who,  the  moment 
an3rthing  like  that  crops  out,  get  utterly  disgusted  with  it  and  go 
away. 

Let  me  say  that  they  do  not  always  carry  out  this  rule  now,  because 
of  the  agitation  that  we  have  carried  on.  I  have  been  informed  upon 
reliable  authority  that  an  order  was  issued  at  one  time  by  the  chief 
shipping  master  that,  on  account  of  the  labor  troubles,  for  the  time 
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being  nothing  but  *'good"  or  *'fair''  must  be  marked  in  the  books. 
Yet  even  at  that  time  we  found  some  books,  or  some  books  were 
handed  to  us,  that  showed  some  rather  peculiar  marks.  For  instance, 
a  man  called  on  Mr.  Michael  Casey,  secretary  of  the  Marine  Firemen's 
Union  at  Buffalo,  and  showed  him  the  discharge  book,  or  an  entry 
in  his  diachaige  book.  He  had  just  left  the  vessel,  and  under  the 
"character  of  service"  was  written  this: 

Not  Batisfactory;  too  light  and  too  lazy. 

Now,  there  was  no  way  for  that  man  to  remove  that  stain,  which 
the  captain  had  expressed  in  the  book  as  his  opinion.  The  leaves 
were  bound  in  there.  He  could  not  get  rid  of  it  any  way,  and  wher- 
ever he  went  he  had  to  carry  that  mark  with  him.  He  may  have 
been  too  lazy  and  too  light  and  unsatisfactory,  but  it  seems  to  me  that 
he  ought  not  to  be  branded  that  way. 

Mr.  Babtlett.  He  had  better  be  discharged  without  anything. 

Mr.  Olandsb.  Why,  of  course. 

Mr.  Young.  He,  of  course,  would  never  present  that  book  with  that 
notation  in  it. 

Mr.  Olandeb.  Of  course  not.  They  have  got  his  record ;  they  have 
ot  his  description ;  his  name ;  all  about  him.  What  is  he  going  to  do  ? 
f  he  wants  to  sail,  he  has  got  to  do  what  the  criminal  does  when  he 
escapes  from  jail— change  his  name.  And  if  he  has  done  that,  very 
often  he  has  got  to  go  nirther.  He  has  got  to  be  afraid  of  meeting 
people  he  knows,  for  fear  they  might  call  him  by  his  right  name  in  the 
presence  of  the  shipping  master  who  knew  something  about  him. 

The  Chairman.  As  I  understand  you,  this  syst^  of  blacklisting 
places  a  man  at  the  mercy  of  his  superior  officer,  if  he  offends  bim  in 
any  way.  He  has  the  right — absolute,  arbitrary  right — to  make  any 
entry  in  that  book  he  pleases,  and  the  sailor  is  under  the  obligation 
of  presenting  that  book  to  any  other  ship  on  the  Lakes  in  this  carriers' 
association  before  he  can  get  employment. 

Mr.  Olandeb.  That  is  exactly  the  situation.  And  the  terrible 
thing  about  it  is  not  what  the  master  of  the  ship  or  the  chief  engineer 
or  the  mate  of  a  ship  does ;  it  is  what  a  sailor  knows  he  can  do  if  he 
chooses.  Let  just  one  master  make  an  unjust  entry  or  make  an  entry 
that  brands  a  man.  The  news  of  that  spreads  all  over.  Men  become 
fearful  under  the  other  captains — captains  they  may  be  employed  with 
from  time  to  time,  who  can  do  the  same  thing  with  them.  You  see 
the  moral  effect  of  that,  the  constant  fear  that  is  in  the  hearts  and 
minds  of  the  men. 

That  is  the  real  purpose  of  the  plan.  The  real  purpose  of  the  plan 
is  not  to  actually  blacklist  men,  but  to  keep  them  in  a  constant,  ever- 
present  fear  of  that  black  list,  to  effect  their  minds  in  that  way.  And 
it  seems  to  me  that  is  the  big,  terrible  thing  about  it. 

The  Chairman.  Has  this  Lake  Carriers'  Association  any  objection 
to  the  men  organizing  for  their  own  protection  and  making  coUective 
bargains  with  their  masters,  preserving  their  local  oiganization  I 
Have  you  ever  known  of  any  men  who  sympathized  or  affliated  with 
unions  getting  into  trouble  on  that  account  ? 

Mr.  Olandeb.  I  can  give  you  some  information  that  may  be  of 
interest  upon  that  subject,  in  the  spring  of  1908  the  Lake  Carriers' 
Association  adopted  a  resolution  declaring  for  what  they  called  the 
open-shop  principle.     This  was  in  April.     In  May  an  order  was  issued 
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that  all  men  must  be  registered  in  and  shipped  through  shipping 
offices.  Previous  to  this, let  me  say,  that  most  of  the  shipping  nad 
been  done  by  the  officers  of  ships  going  to  men  whom  they^ew  and 
hiring  them,  and  picking  their  men,  as  it  were,  taking  the  men  they 
thought  best  qualified  for  the  positions  on  their  ships,  and  sometimes 
going  to  others  to  ask  them  to  recommend  men,  one  captain  going  to 
another,  and  one  mate  going  to  another.  Sometimes  they  would  call 
up  the  union  hall  about  it  and  sometimes  call  up  the  shipping  offices. 

Mr.  Young.  Have  you  that  open-shop  resolution,  as  you  call  it  1 

Mr  Olandeb.  No,  sir;  I  have  not  got  it  here. 

Mr.  Young.  That  was  adopted  in  1908,  you  say  ? 

Mr.  Olander.  Yes,  sir. 

Mr.  Young.  That  would  appear  in  the  proceedings  of  the  Lake 
Carriers'  Association  ?    Or  don't  you  know  t 

Mr.  Olander.  Yes;  it  appears  in  those  proceedings.  In  Mav  they 
issued  that  order  requiring  snipping  offices,  and  inmiediately  following 
that — or  let  me  say,  just  previous  to  tha1> — advertisements  appeared 
in  various  seaports  along  the  Atlantic  coast  for  seamen,  sailors,  and 
firemen,  deck  hands,  nonunion,  to  come  to  the  lakes. 

Nineteen  hundred  and  eight  was  a  year  in  which  there  was  not  very 
much  employment  to  be  obtained.  Large  numbers  of  men  were  idle. 
A  large  number  of  the  shippers  of  the  association  made  no  attempt  to 
fit  out,  and  everyone  on  tne  Lakes  knew  that  there  was  going  to  be 
a  surplus  of  men  there  all  season,  and  yet  advertisements  appeared  in 
the  papers  all  along  the  Atlantic  Coast  for  men  to  come  out  tnere,  and 
a  CTeat  many  men  did  come. 

Mr.  Young.  Who  were  they  issued  by,  ostensibly,  on  the  face  of 
the  advertisement? 

Mr.  Olander.  I  will  read  one.  This  is  from  the  New  York  World, 
April  16,  1908: 

Seamen,  able-bodied,  wheelsmen,  watchmen,  non-union,  to  work  on  the  Great 
Lakes;  good  wages,  including  transportation.  Write,  stating  experience.  Addren 
R.,  426,  World. 

Mr.  Young.  You  have  no  means  of  knowing  who  '*R.,  426, 
World,"  is? 

Mr.  Olander.  I  have  not;  no,  sir. 

Mr.  Young.  Whether  it  was  some  employment  agency,  or  the  Liake 
Carriers'  Association,  or  some  shipowner  ? 

Mr.  Olander.  I  do  not  know.  But  perhaps  as  I  tell  the  story  of 
what  occurred,  it  would  seem  to  indicate  that  there  was  not  anvone 
except  the  Lake  Carriers'  Association  who  had  any  reason  for  adver- 
tising that  way. 

Immediately  after  this  shipping-office  order  was  issued  they  began 
to  discriminate  against  union  men.  They  issued  shipping  cards.  I 
have  a  sample  of  one  here.  When  a  man  registered  in  the  office  and 
was  shipped,  he  got  this  card,  teUing  him  what  vessel  he  was  to  go 
on,  what  position  he  was  shipped  for.  There  was  an  order  out  that 
the  master  of  the  ship,  or  other  proper  official,  when  this  man  quit,  or 
was  discharged,  should  enter  on  the  back  of  that  card  some  statement 
regarding  his  qualifications. 

This  card  which  I  hold  in  my  hand  was  issued  to  Willard  Hare,  who 
shipped  as  wheelsman  on  the  steamer  Maiaafaf  Wing  at  Missabe  ore 
dock,  Duluth.  It  is  dated  June  1,  1908,  Lake  Garners'  Association 
shipping  office,  Duluth. 
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From  my  own  information,  let  me  state  that  this  man  was  dis- 
charged at  Conneaut,  Ohio,  and  the  following  appears  on  the  back 
of  the  card: 

Good  wheelsman,  but  had  too  much  to  say  about  unions.  H.  G.  Regan,  master 
steamer  Uaiaafa, 

Mr.  Reed.  Do  you  know  to  whom  the  Mataafa  belongs  ? 

Mr.  Olander.  The  Mataafa  is  one  of  the  steamers  of  the  Pittsburgh 
Steamship  Co. 

This  was  one  of  the  first  indications  of  an  open  attempt  to  get  the 
union  men  off  the  ships. 

Mr.  Young.  Had  tnere  been  a  strike  at  this  time  ? 

Mr.  Orlando.  No;  there  had  been  no  strike,  and  the  unions  had 
declared  that  they  would  take  no  action  regarding  the  ojpen-shop 
principles  which  the  Lake  Carriers'  Association  mentioned^ in  then: 
resolution.  For  my  organization  I  made  a  public  statement  at  the 
time  that  we  did  not  fear  open  shop;  that  we  had  an  open  union,  and 
we  believed  we  could  go  right  along  and  work  under  those  conditions 
so  long  as  union  men  were  not  discriminated  against. 

Mr.  I OUNG.  You  felt  you  had  a  better  class  of  men,  as  a  whole  ? 

Mr.  Olander.  I  felt  more  than  that.  We  felt  that  the  men  them- 
selves, wherever  they  came  from,  if  they  were  seamen,  and  knew  any- 
thing about  a  seaman's  life,  would  come  into  the  organization  just  as 
quicK  as  they  arrived  on  the  Lakes,  or  very  soon  afterwards,  anyway. 

The  Chairman.  At  that  point  I  will  get  you  to  explain  further, 
because  it  is  a  very  pertinent  question  that  Mr.  Young  asks,  as  to 
what  was  the  character  of  the  men  who  at  that  time  manned  the  ships 
and  boats  on  the  Lakes',  and  what  was  the  character  of  the  men,  both 
as  to  nationaUty  and  capacity  and  as  to  American  citizenship,  who 
were  imported  to  take  their  places  ? 

Mr.  Olander.  The  records  of  our  union,  which  just  previous  to 
that  time  included  most  of  the  men,  a  very  great  percentage  of  the 
men  employed  on  deck  in  the  unlicensed  capacities — that  is,  as 
sailors,  deck  hands,  wheelsmen,  watchmen,  and  so  on — showed  that 
something  over  60  per  cent  were  native  Americans.  An  investigation 
conductea  by  myself  showed  that  there  was  a  sufficient  number  of 
others,  naturalized  citizens,  to  make  the  total  of  native  and  natural- 
ized aoout  85  per  cent.  Practically  all  of  the  rest,  the  foreigners  who 
were  not  citizens,  were  Canadians. 

The  Chairman.  Where  did  those  people  come  from,  where  were 
they  drawn  from,  what  region?  And  what  was  the  character  and 
personnel  of  these  people  \vno  at  that  time  were  on  the  Lakes  ? 

Mr.  Olander.  A  large  number  of  them  were  drawn  from  the  State 
of  Michigan  and  other  States  bordering  on  the  Great  I^akes — ^for 
instance,  those  who  lived  in  the  towns  located  along  the  Detroit  and 
St.  Clair  Rivers  or  up  along  the  shores  of  Lake  Huron  and  Lake  Michi- 

E^an,  and  a  great  number  from  the  interior  of  Michigan,  the  small  vil- 
ages  and  farms.  We  have  had,  and  have  still  to  some  extent,  up 
along  the  St.  Clair  River  towns  that  are  very  largely  composed  of 
men  who  are  sailors  in  one  capacity  or  another,  and,  let  me  say,  they 
are  about  the  only  towns  left  of  that  description  in  the  United  States 
outside  of  some  fishing  towns. 

Mr.  Sterling.  What  constitutes  a  crew  on  one  of  those  boats  ? 
Mr.  Olander.  A  large  steamer,  with  a  carrying  capacity  of,  let  us 
say,  10,000  tons,  would  have  a  crew  of  about  23  or  24,  all  told,  from 
the  captain  down. 
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Mr.  Sterling.  Do  you  know  how  many  men  are  in  the  employ  of 
all  the jparties  to  this  association? 

Mr.  OiJiNDER.  The  number  of  positions  to  be  filled  when  all  of 
their  ships  are  in  commission,  I  believe,  would  be  about  10,000. 

The  Chairman.  Right  there,  I  want  you  to  go  further  and  explain 
to  the  committee,  before  you  get  off  that  pointy  about  the  towns  of 
which  you  spoke.  Are  there  any  other  places  m  the  United  States 
where  American  citizens  are  trained  in  the  use  and  operation  of  ships, 
either  for  the  purposes  of  peace  or  of  war  on  this  continent,  except 
these  towns  on  the  Lakes ) 

Mr.  Olander.  In  the  merchant  marine  ? 

The  Chairman.  So  much  of  it  as  is  in  the  United  States. 

Mr.  Olander.  Of  course  the  Government  recruits  young  men  from 
the  cities  and  farms  and  puts  them  into  service  and  traimng  for  the 
Navy;  but  the  merchant  marine,  from  whom  the  seamen  would  have 
to  be  drawn  in  the  event  of,  let  us  say,  war — on  the  coast  there  are  at 

t)resent  not  1 0  per  cent  of  Americans  on  board  of  them,  exclusive  of 
icensed  officers. 

Mr.  Bartlett.  You  mean  on  the  coast,  or  on  vessels  that  ply,  for 
instance,  in  the  coastwise  trade  ? 

Mr.  Olander.  I  mean  the  coastwise  vessels,  and  American  vessels 
that  trade  at  coast  ports,  to  an^^where,  even  though  engaged  in  a 
foreign  trade.  A  number  of  American  vessels  are  engaged  in  foreign 
trade  carrying  Chinamen. 

Mr.  Young.  They  do  not  carry  the  American  flag;  they  may  be 
owned  here. 

Mr.  Olander.  No;  they  carry  the  American  flag,  sir. 

On  the  Atlantic  coast  we  have  rather  a  peculiar  situation,  for  in- 
stance, in  coastwise  steamers.  Fully  80  per  cent  of  the  firemen  on 
board  of  those  ships  are  Spaniards,  and  a  very  large  percentage  of 
them  can  not  even  speak  tne  EngUsh  language.  A  lai^e  portion  of 
the  deck  crew  are  foreigners  of  some  description  or  another,  a  con- 
siderable number  of  Italians  being  emploved. 

Mr.  Young.  Are  there  not  quite  a  fai'ge  number  of  Portuguese 
among  them  also? 

ilr.  Olander.  Yes;  quite  a  large  number  of  Portuguese  are  among 
them,  too.  It  was  along  this  coast  where  these  kmds  of  men  are 
employed,  that  the  advertisements  were  spread,  to  get  men  to  come 
to  the  Lakes,  to  take  the  places  of  the  only  remaining  body  of  Amer- 
ican seamen. 

There  were  great  numbers  of  them  came.  Masters  and  officers  of 
the  ships  want  experienced  men,  and  our  men,  fighting  as  hard  as  they 
could  tor  the  jobs,  doing  anything  almost  to  secure  the  jobs  aboard 
of  the  ships,  quite  a  number  of  our  men,  a  very  large  percentage  of 
our  men,  got  on  board  of  them;  and  then  began  a  movement  that  I 
want  to  speak  of  next. 

In  June,  1910,  the  first  move,  so  far  as  we  know,  was  made.  The 
captain  of  the  steamer  Bunsen,  of  the  Pittsburgh  Steamship  Co.,  went 
to  nis  crew  and  told  them, '  *  I  have  orders  from  the  office  that  you  must 
surrender  your  union  books  to  me,  give  up  your  union  booKs,  or  be 
dischargecl.'' 

Mr.  Keed.  Whose  boat  is  the  Bunsen  ? 

Mr.  Olander.  It  belongs  to  the  Pittsburgh  Steamship  Co. 

Immediately  following  this,  the  same  action  occurred  upon  one  of 
the  Pittsburgh  Steamship  barges  at  Toledo,  Ohio,  and  then  spread 
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into  other  vessels,  just  about  as  fast  as  they  came  into  port;  that  is, 
other  vessels  of  the  Pittsburgh  Steamship  Co.  Immediately  we 
began  examining  the  condition  on  board  of  the  vessels  of  other  com- 

Eanies  as  to  what  they  were  going  to  do,  and  it  was  then  we  were  told 
y  captain  after  captain  that  he  had  seen  his  owner,  and  that  the 
owner  had  informed  him  there  was  not  anything  for  him  to  do  except 
to  follow  the  lead  of  the  Pittsburgh  Steamship  Co.  in  this  matter, 
or  they  would  have  difficulty  in  getting  freights. 

I  speak  now  of  the  independent  shipowner.  That  story  was  told 
and  spread  like  wildfire  all  over.  In  a  very  brief  space  of  time  that 
policy  of  ''Give  up  your  books  or  give  up  your  job" — and  good,  plain 
language  was  used — was  being  carried  out  on  nearly  all  the  ships  of 
the  association. 

With  the  docks  full  of  men,  in  a  sense,  the  shipping  offices  crowded 
with  men  from  along  the  coast,  from  the  interior  towns,  because  the 
advertisements  were  carried  in  a  number  of  places,  to  induce  a  large 
number  of  men  to  come  to  the  Lakes,  our  men  had  managed  to  get 
aboard  the  ships;  and  they  made  up  their  minds  to  stay  there. 

We  got  out  a  duplicate  membership  card,  and  a  man  carried  a  du- 
plicate card  in  one  pocket  and  a  book  m  the  other;  and  when,  in  order 
to  save  his  job,  he  had  to  surrender  his  book,  he  gave  up  the  oook  and 
paid  dues  on  the  duplicate  card.  When  they  found  that  out,  they 
came  along  with  two  slips  of  paper,  one  of  them  reading,  ''I  am  a 
union  man" 

The  Chaibman.  Have  you  those  slips  t 

Mr.  Olandeb.  I  have  got  copies  of  th^m  here. 

Mr.  Young.  Are  those  made  from  originals,  such  as  were  offered  to 
some  of  the  men  ? 

Mr.  Olandeb.  Yes.  This  is  one,  that  I  now  hold  in  my  hand.  It 
has  space  for  a  date: 

I  declare  upon  my  word  of  honor  that  I  apply  to  ship  free  to  act  for  myself,  not 
belonging  to  any  union,  and  in  case  of  strike,  sympathetic  or  otherwise,  will  remain 
on  board  and  perform  my  duties  in  a  proper  and  satisfactory  manner.  Also,  I  will 
have  no  one  under  me  except  as  above. 

Then  there  is  a  place  for  signature,  address,  city,  and  State. 
Mr.  Young.  That  would  seem  to  be  for  an  ofhcer,  that  form. 
&fr.  Olandeb.  It  was  used  for  all  classes  of  men. 
The  other  one  reads: 

I  dedare  on  my  word  of  honor  I  apply  to  ship  as  a  union  man,  free  to  observe  the 
rules  and  instructionB  of  my  union. 

These  were  handed  to  the  men  together.    They  were  told : 

We  want  to  make  a  record  of  the  union  and  nonunion  men,  because  there  are  quite 
a  large  number  of  captains,  mates,  and  engineers  who  want  to  carry  union  men;  then 
a^in  there  are  some  who  want  to  carry  nonunion  men,  and  we  want  to  give  them  the 
kmd  of  men  they  want.  You  just  go  ahead  and  sign  one  of  these.  If  you  sign  the 
first  one,  that  means  you  are  a  nonunion  man,  and  will  be  given  employment  when 
nonunion  men  are  wanted.  If  you  sign  the  union  one,  you  will  be  given  employment 
when  the  union  men  are  wanted. 

And  they  sent  men,  walking  delegates,  of  the  Lake  Carriers'  Asso- 
ciation, who  went  on  board  the  ships  with  these  slips. 

By  that  time  our  men  had  got  into  a  state  of  mind  when  they  were 
ready  to  do  anything  and  sign  anything.  I  advised  them,  as  their 
executive  ofl&cer,  to  sign  a  nonunion  slip,  because  I  felt  for  them  to 
do  anything  else  meant  instant  discharge.     There  were  some  who  did 
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.not  like  to  do  that,  and  they  signed  the  other  one.    Invariably  they 
landed  on  the  dock  a  very  short  time  afterwards. 

A  man  who  signed  the  union  slip  in  the  shipping  office  had  no 
earthly  show  to  ship.  Nothing  was  said  to  him.  He  simply  did  not 
sliip;  that  is  all. 

This  was  just  a  trick  to  get  the  men  to  declare  themselves,  because 
they  had  found  out  thev  were  getting  under  cover  through  the  use  of 
the  duplicate  membership  card. 

We  had  to  have  a  man  stationed  at  the  Government  locks  at  the 
Soo  in  order  to  reach  the  men,  when  we  found  out  what  was  going  on 
at  the  shipping  offices,  and  keep  them  advised,  and  tell  them  to  do 
thus  and  so,  in  order  to  avoid  being  put  off  the  ships,  rather  a  serious 
condition  of  affairs  for  the  men. 

Mr.  Bartlett.  Have  you  any  idea  how  many  men  were  discharged 
by  reason  of  having  signed  the  union  card  ? 

Mr.  Olander.  I  have  not  any  record;  not  very  many,  because 
very  few  signed  it.  The  treatment  the  men  had  received  just  previous 
to  this  was  a  warning  to  them.  Many  of  them  had  given  up  their 
books.  They  knew,  or  they  assumed  at  least,  that  this  was  simply  a 
trick  to  discover  the  men  who  had  the  duplicate  membership  cards, 
and  who  had  already  given  up  their  books,  and  they  did  not  propose 
to  get  trapped  by  it. 

There  were  some  instances  after  this  where  men  were  asked — and 
my  information  upon  this  particular  subject  is  from  a  report  made  to 
me  by  the  men  themselves — to  take  oath  that  they  had  severed  their 
connection  with  the  unions  and  that  they  would  not  join  any  labor 
organization  again  as  long  as  they  sailed  for  a  living.  That,  however, 
occurred  only  on  comparatively  a  few  vessels,  because  when  the  fact 
was  given  publicity  it  was  stopped,  but  that  showed  the  extent  to 
which  they  went. 

,  I  have  here  a  letter  that  was  written  to  me  by  a  seaman  by  the 
name  of  Mr.  Frank  E.  Hyde: 

Dbtboit,  Mioh.,  August  1, 1908. 

Dbab  Sm:  Pen  in  hand  I  wiU  drop  you  a  line  in  regard  to  the  open  shop.  I  have 
been  told  by  all  the  delegates  at  different  ports  to  sign  anything  that  the  Lake  cai^ 
riers  put  up  to  us  to  sign,  and  up  to  date  I  have.  Now,  we  were  given  another  diakeup 
in  Cleveland  this  trip.  He  wants  us  to  go  before  a  notary  public  this  trip  and  take 
an  oath  that  we  woula  never  belong  to  any  union  again.  One  oiler  and  two  deckhands 
got  off.  They  refused  to  sign  it  and  it  is  up  to  the  rest  of  us  to  sign  when  we  get  back, 
or  get  off.  Now,  what  I  would  like  to  know  is  this,  Would  you  advise  ua  to  aign  it  or 
not?  It  don't  look  good  to  me.  But  there  might  be  some  way  I  could  break  it.  If 
there  is  I  will  si^  it,  if  you  see  fit.  Now,  if  yoxi  will  give  us  a  good  understanding  on 
this  subject  it  will  ^nt  us  all  a  favor  in  domg  so.  Hoping  that  you  will  see  to  this 
at  once  so  I  will  get  it  on  the  way  down — ^will  be  in  Detroit  me  4th.  Please  midl  in  a 
plain  envelope  as  it  will  save  us  a  lot  of  trouble.  I  will  give  you  a  copy  of  the  contract 
on  the  back  of  this  sheet,  and  oblige 

Frank  E.  Hydb. 

(Steamer  H.  B,  Hawgood^  marine  delivery.) 

Mr.  Reed.  Is  that  a  corporation  boat  ? 

Mr.  Olander.  No;  the  Hawgood  belongs,  I  believe,  to  the — ^well, 
I  don't  know  the  name  of  the  steamship  company,  but  one  of  the 
companies  at  that  time  managed  by  the  Hawgoodfs,  who  were  inde- 

f>enaent  shipowners,  and  I  understand  they  carried  a  considerable 
ot  of  the  Steel  Corporation  ore,  and  depenaed  on  them  for  freight; 
and  this  condition  is  the  outgrowth  of  the  movement  started  by  the 
Pittsburg  Steamship  Co. 
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A  copy  of  the  contract,  as  he  calls  it,  on  the  back  of  his  letter,  is 
as  follows: 

Stats  or  Ohio,  County  of  Cuyahoga,  m; 

,  being  first  duly  Bwom,  deposes  and  says  as  follows: 

I  hereby  renounce  all  allegiance  to  any  and  all  labor  unions,  particularly  the  stew- 
ards, seamen,  firemen,  and  oilers,  and  I  declare  it  to  be  my  mtention  not  to  join 
either  as  long  as  I  follow  sailing  for  a  living.  I  am  therefore  a  nonunion  man,  and 
if  I  can  get  a  position  on  a  lake  vessel  in  the  event  of  any  strike  of  any  descriptiom 

involving  the Union,  I  will  stay  by  the  ship  and  faithfully  perform  loa^ 

duties  as  such  employee  despite  such  strikes  or  orders  of  any  union. 
Subscribed  in  my  presence  and  sworn  to  before  me  this day  of ,  1908. 

[Notary  seal.]  , 

Notary  Public. 

This  was  reported  to  me  as  having  occurred  on  possibly  a  dozen 
different  vessels,  occurring  just  about  the  same  time.  I  went  to  the 
newspapers  around  the  laEes  and  told  them  the  story.  They  printed 
it,  and  the  result  was  it  was  stopped  almost  immediately.  But  the 
other  movement  consisted  of  trymg  to  get  men  to  sign  these  twe 
slips,  trying  to  find  out  whether  they  had  a  duplicate  membership 
card,  and  to  ^et  them  to  give  that  up,  finding  out  whether  a  man  had 
a  union  book,  and  getting  him  to  give  that  up.  That  continued 
throughout  that  season. 

We  got  along  that  way.  The  men  found  that  they  could  play  that 
game  pretty  nearly  as  well  as  the  shipowners,  and  when  the  season 
ended  they  had  been  able  to  force  but  a  very  few  men  out  of  the 
union. 

It  was  immediately  following  that  the  welfare  plan  made  its 
appearance.  I  want  to  say,  too,  that  is  not  the  first  time  they  had  a 
contract  of  that  description,  although  that  is  the  first  time  they  were 
used  with  us.  In  1906  there  was  an  attempt  made  on  the  part  of  the 
Ucensed  mates  on  board  the  ships  to  form  an  organization.  They 
had  had  an  organization  some  two  years  previous  to  that  which  had 
been  broken  up.  They  tried  to  reorganize,  and  that  spring  this  kind 
of  a  contract  was  sent  out  to  the  hcensed  officers  of  the  Pittsburgh 
Steamship  Co.: 

You  are  hereby  appointed mate  of  a  steamer  of  the ,  subject  to  the 

approval  of  the  management  of  the  Pittsburgh  Steamship  Co.    Your  salary  will  be 

per  month.    Membership  in  any  marine  labor  organization  now  or  at  any  time 

during  your  service  hereunder  will  revoke  this  appointment.  The  right  is  reserved 
by  me  to  terminate  this  appointment  at  any  time  for  inefficient  service  or  other  cause 
deemed  by  me  sufficient. 

So  that  when  they  began  the  movement  against  us,  we  readily 
recognized  what  was  coming. 

Mr.  Young.  At  the  tijne  this  was  done  by  licensed  mates,  was 
there  any  attempt  to  eliminate  the  union  sailor  or  deck  hand  ? 

Mr.  Olandeb.  No;  they  did  not  try  anything.  The  fact  of  the 
matter  is  that  in  the  year  this  was  attempted,  and  successfully  car- 
ried out,  by  the  way,  we  had  an  agreement  with  the  Lake  Carriers' 
Association  covering  that  year. 

Now,  in  1908,  they  were  after  us  in  the  way  I  have  described,  and 
we  are  dodging  it.  They  keep  advertisements  running  one  way  or 
another  most  of  the  season  to  induce  men  to  come  to  the  already 
overcrowded  ports.    There  was  an  advertisement  appeared  in  tlie 
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Ashtabula  Beacon-Record,  in  the  month  of  July  or  August,  1908 — 
I  am  not  sure  just  what  month — but  the  advertisement  read  this  way: 

Sailors  wanted.  Young  men  from  18  to  30  years  of  age,  who  have  never  sailed 
before,  are  wanted  at  Lake  Carriers*  shipping  office  harbor.  Wages  from  $30  to  $50 
per  month  and  board.  Good  chance  for  energetic  young  men  who  will  devote  them- 
selves to  the  bimnesB. 

Gus  J.  HovncAN, 
Shipping  MoMter.  Kahne  Block  Harbor, 

The  object  of  tliis,  as  we  understand  it,  was  that  in  a  number  of 
the  offices  they  found  there  was  no  way  of  determining  who  were 
union  men  and  who  were  not.  So  that  the  only  way  they  could  be 
certain  to  keop  the  union  men  off  the  ships  was  to  get  men  to  come 
into  these  ofhces  and  ship  who  had  never  been  on  the  Lakes  before. 
In  that  way  they  would  be  certain  they  would  not  be  members  of 
the  union. 

In  1909,  when  we  struck,  when  we  went  on  strike  against  the  wel- 
fare plan — and  let  me  say  there  was  not  any  other  question  between 
us;  there  was  no  question  of  wa^es  or  anything  of  that  description 
involved;  no  question  of  open  shop  or  union  shop  involved — ^just 
that  one  thing. 

Mr.  Young.  You  could  not  have  understood  me  a  while  ago,  then. 
I  asked  you  about  that,  and  if  the  ouestion  of  wages  entered  into  it, 
and  you  said  slightly.  Were  you  referring  to  something  else,  at  some 
other  time  ? 

Mr.  Olander.  It  seems  to  me  we  were  then  speaking  of  the 
English  strike. 

Mr.  Young.  Well,  I  guess  you  are  right;  I  guess  I  was  niistaken. 

Mr.  Olander.  At  any  rate,  there  was  no  question  of  wages  between 
us,  although  we  were  getting  in  an  organization  for  the  purpose  of 
bettering  our  wages  and  conditions.  We  intended,  as  time  went  on, 
to  get  better  wages  if  we  could.  But  at  this  time  there  was  but  Uie 
one  question  between  us.  We  had  held  no  conference,  for  they 
declined  to  meet  us.  When  we  could  not  agree  to  take  that  plan,  our 
men  refused  to  serve  on  the  ships,  they  brought  in  men  from  nearly 
everywhere — ^in  the  beginnin^^  most  of  the  men  who  were  brought  in 
were  the  various  steel-mill  laborers,  who  were  unemploved  at  the 
time,  from  the  Pittsburgh  district,  and  from  a  number  or  steel  noiUs 
around  the  Lakes,  many  of  them  not  able  to  understand  the  English 
language. 

The  Chairman.  What  nationaUties  ? 

Mr.  Olander.  They  were  Poles,  Hungarians,  and  Slavs  of  various 
descriptions;  and  we  ^ot  a  mixture  of  Italians.  At  one  time  during 
that  season  we  were  issuing  considerable  literature,  explaining  our 
trouble,  and  we  found  it  necessary  to  get  most  of  our  hterature  out 
in  foreign  language^,  such  as  Polish,  Hungarian,  and  Italian. 

Then  they  got  young  boys  of  varying  ages,  from  14  years  up,  who 
had  never  been  on  the  Lakes  before.  Tlieyhad  a  great  deal  of  trouble 
with  their  ships  that  year,  and  a  great  many  accidents.  For  the 
first  time  since  the  locks  at  the  Soo  were  built,  I  believe,  the  Canadian 
lock  was  wrecked  by  one  of  those  steamers.  That  is,  she  rammed 
the  lower  gate  while  the  lock  was  full  of  water  and  two  vessels  in 
the  lock. 

Mr.^  Young.  The  same  thing  happened  the  same  year  at  Hie 
American  lock  ? 

Mr.  Olander.  Yes.  The  same  thing  happened  the  same  year, 
the  same  kind  of  an  accident,  due  to  the  land  of  crew  they  had 
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S laced  aboard  the  ship.  The  steamer  Elwood^  of  the  Pittsburgh 
teamship  Co.,  ran  lunuck — that  is  as  ^ood  a  way  to  put  it  as  any  I 
can  think  of — into  the  American  lock.  A  very  disastrous  wreck 
was  prevented  by  the  fact  that  the  south  leaf  of  the  upper  gate  was 

Martially  closed.  She  struck  that,  and  the  heavy  gate  stopped  her. 
he  ^ate  was  very  much  damaged.  If  that  gate  had  not  been  suffi- 
ciently opened  to  have  caught  her  she  would  have  run  into  a  full 
lock  and  have  hit  the  lower  gates  and  let  the  rush  of  water  out,  and 
there  were  several  small  lumber  vessels  in  the  lock  at  the  time,  I 
believe. 

That  kind  of  thing  never  happened  before. 

^Ir.  Gardner.  What  was  the  nationaUty  of  the  men  they  displaced  ? 

Mr.  Olander.  A  little  over  60  per  cent  were  native  American,  15 
per  cent  were  Canadians,  the  balance  being  men  from  either  England 
or  northern  European  countries.  With  the  exception  of  some  of  the 
Canadians,  most  of  these  men  were  American  citizens. 

Mr.  Gardner.  The  Canadians  were  French  Canadians,  of  all  kinds ! 

Mr.  Olander.  There  were  very  few  fVench  Canadians.  There  was 
considerable  of  that  blood  in  some  of  them,  but  they  came  from  dis- 
tricts closer  to  the  lakes;  that  is.  closer  to  Lake  Huron  and  Lake  Erie. 
The  French  Canadians  ore  further  in  the  east. 

Mr.  Young.  As  to  these  two  accidents,  do  .you  know  what  the 
crews  were  who  were  on  board,  and  just  how  those  accidents  hap- 
pened? 

Mr.  Olander.  No,  I  have  not  any  definite  information  regarding 
that.  In  the  case  of  the  steamer  Perry  G,  WalkeTf  that  struck  the 
Canadian  lock,  it  was  stated  in  the  papers  at  the  time  that  it  was  due 
to  a  misunderstanding  of  signals;  that  the  en^neer  at  the  throttle  had 
misconstrued  the  signals  and  had  sent  her  full  speed  ahead  at  the  time 
when  he  should  have  sent  her  full  speed  astern. 

Mr.  Reed.  Whose  boat  was  the  Wcdkerf 

Mr.  Olander.  I  beUevo  the  Walker  belonged  to  the  Gilchrist 
people. 

Cases  have  happened  before  where  engineers  have  misunderstood 
signals  in  similar  places;  but  a  deck  crew  happened  to  be  on  board 
that  knew  their  business;  understood  their  work,  and  chey  got  out 
their  cables  and  managed  to  check  the  vessel  sufficiently  to  prevent 
her  from  doing  any  great  damage. 

Mr.  Young.  You  don't  know  whether  this  engineer  was  a  new  man 
or  an  old  man — ^new  or  old  in  lihe  service,  I  mean  ? 

Mr.  Olander.  I  have  not  any  information  on  that  subject. 

Mr.  Gardner.  That  is  not  an  uncommon  thing,  then,  is  it,  where 
a  crew  will  correct  the  mistake  of  the  engineer  as  soon  as  they  are 
able  to  do  it  ? 

Mr.  Olander.  That  is  part  of  their  work.  Any  of  them  who 
know  anything  about  it  wul.  jump  to  their  stations  at  once,  without 
an  order. 

Mr.  Gardner.  Would  the  crew  know,  without  orders,  that  a  mis- 
take had  been  made  ?  ^^; 

Mr.  Olander.  They  would  jump  to  their  places  as  soon  as  they 
saw  it  and,  of  course,  the  officer  would  issue  orders.  But  at  a  time 
like  that,  in  an  emei^ency,  a  real  seaman  never  asks  questions.  All 
they  do  is  to  hustle. 

The  Chairman.  Do  you  know  whether  there  was  any  difference 
at  that  time  between  the  methods  as  to  shipping  that  had  any  result 
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in  that  way  ?  Would  the  boats  risk  the  same  seas  and  ship  with  the 
same  faciUty  and  speed  that  they  had  done  previonsly  with  the  old 
seamen  ? 

Mr.  Olandeb.  My  information  upon  that  is  that  they  tried  it  and 
ended  up  by  being  very  much  more  careful  in  that  respect,  laying  in 
port  considerably  in  case  of  bad  weather.  If  my  memory  serves  me 
ri^ht  there  was  a  very  interesting  story  told  in  the  newspapers  about,  I 
thmk,  the  steamer  Hutchinson  and  the  terrible  time  the  master  had  had 
with  the  crew  that  was  on  board.  All  hands  got  seasick  and  would 
not  work  in  a  heavy  sea.  The  result  came  very  near  being  disastrous 
to  the  steamer.  They  had  to  use  some  very  strong  measures  upon 
the  men  in  order  to  get  them  to  do  anything. 

At  one  time,  I  beueve  it  was  later  on  in  the  trouble,  a  barge  got 
into  difficulty  outside  of  White  Fish  Point.  There  was  quite  a  num- 
ber of  large  vessels  laying  imder  the  point  in  shelter,  it  was  blow- 
ing a  gale.  The  barge  was  flying  distress  sisals,  but  none  of  them 
o&red  to  go  out  to  help  her.  My  information  upon  this  subject  is 
taken  from  a  report  made  by  the  captain  of  a  lighthouse  tender  that 
belonged  to  the  Lighthouse  Service.  The  lighthouse  tender,  a  smaU 
vessel  of  some  400  tons,  went  out  and  picked  her  up. 

The  Chairman.  If  those  other  boats  had  been  properly  manned, 
could  they  have  done  better  than  the  lighthouse  tender  ? 

Mr.  Olandeb.  Undoubtedly,  because  they  were  larger  and  heavier 
boats,  and  could  have  got  to  her  with  less  rough  usage  than  the 
smaller  vessel  got. 

The  captain  of  the  lighthouse  tender,  as  I  remember,  took  occasion 
in  his  report  to  severel}^  criticize,  or  to  put  his  language  in  such  a  way 
as  amounted  to  a  criticism  of  the  failure  of  the  other  vessels  to  go  out 
and  render  assistance. 

I  assume  that  his  report  was  correct,  but  let  me  say  that  the  cap- 
tains and  officers  of  those  vessels  can  not  be  fairlv  accused  of  being 
cowards.  Thev  are  the  same  kind  of  men  who  before  and  who  after- 
wards have  taken  big  chances  in  rescuing  others.  There  could  be 
be  only  one  reason  why  they  did  not  go  out,  and  that  was  the  fact  they 
did  not  have  the  crews  to  handle  tneir  ships.  They  are  the  same 
kind  of  men  who  in  years  past,  and  who  since  then,  have  time  and 
time  again  risked  their  lives  for  others,  without  a  murmur,  and,  I 
believe,  would  do  it  again.  It  is  uiifortunate  that  masters  of  those 
ships  had  to  be  criticized,  because  it  was  not  their  fault. 

Mr.  YouNO.  As  to  this  Hutchinson  accident,  you  have  no  knowl- 
edge except  what  you  got  from  the  newspapers? 

Mr.  Olandeb.  That  is  all;  just  the  newspapers  and  the  fact  that 
it  was  quite  a  topic  of  conversation  among  tne  officers  of  ships,  many 
of  whom  I  met  and  who  had  met  the  officers  of  that  vessel.  I  am 
not  clear  on  all  the  details,  and  I  am  not  absoluteljr  clear  as  to  the 
name  of  the  vessel,  but  it  was  one  of  the  Lake  Caniers'  Association 
vessels,  and  I  believe  one  of  the  Hutchinson's  vessels. 

The  Chaibman.  Do  you  know  whether  they  make  any  inquiry  as 
to  a  man's  union  affiliation  on  these  boats?  Do  you  know  of  any 
recent  instance  where  men^  affiliated  with  unions  have  made  an 
attempt  to  get  employment  ? 

Mr.  Olandeb.  1  have  an  affidavit  here  covering  their  system  of 
employment  and  some  other  things  that  might  be  of  interest  to  you. 
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Mr.  Young.  What  is  the  date  of  it  ? 

Mr.  Olandeb.  It  was  sworn  to  on  the  3d  day  of  February,  1912^ 
at  Mobile,  Ala. : 

I,  Oswald  ChrifltenBeii,  being  fint  duly  sworn,  state  that  on  September  8,  1911,  I 
went  to  the  Lake  CaniezB*  Association  snipping  office  at  South  Chicago,  111.,  to  look 
for  emplojrment  as  a  wheelsman.  I  was  informed  by  the  shipping  master  that  in 
order  to  get  a  job  I  would  have  to  join  the  Lake  Carriers'  Association  "wel^re  plan'' 
and  secure  a  discharge  book,  which  would  cost  me  $1.  I  thereupon  signified  my 
willingness  to  enroll. 

The  shipping  master  then  made  a  record  of  my  name,  age,  place  of  birth,  name  of 
nearest  relative,  and  personal  appearance.  He  instructed  me  to  sign  a  paper,  the 
contents  of  which  I  did  not  see,  and  then,  upon  receiving  from  me  $1  he  gave  me 
a  Lake  Carriers'  Association  "dischaige  book"  and  an  ''able  seaman's  card"  or  cer- 
tificate, both  being  numbered  80865,  the  latter  certifying  that  "upon  the  application 
of  the  holder  and  the  best  information  available  to  the  Lake  Carriers'  Association, 
Oswald  Christensen  is  competent  to  perform  the  duties  of  able-bodied  seaman  as 
wheelsman." 

No  effort  was  made  to  ascertain  whether  or  not  I  was  qualified  to  serve  as  a  wheels- 
man other  than  to  ask  me  one  question  as  to  how  Ions  I  had  sailed;  no  questions 
relating  to  seamanship  were  asked,  the  certificate  and  ofischaige  book  being  handed 
to  me  without  further  questioning,  and  I  was  told  to  wait  around  for  an  opportunity 
to  ship. 

A  few  days  afterwards  I  went  to  Conneaut,  Ohio,  showed  my  certificate  and  dis- 
chaige  book  to  the  shipping  master  at  that  port,  and  requested  that  I  be  given  employ- 
ment on  one  of  the  steamers  of  the  Pittsbuxgh  Steamship  Co. 

While  waiting  to  secure  such  employment  I  made  tne  acquaintance  of  a  number 
of  men  in  the  shippine  office  or  ''assembly  room,"  and  by  them  I  was  informed  that 
when  a  dischaige  nook  was  marked  "fair"  three  times,  it  meant  that  the  holder  of 
such  book  was  on  the  black  list  and  would  not  be  allowed  to  ship  again. 

On  September  19,  1911,  I  was  shipped  on  the  steamer  Creacent  CUy,  belonging  to 
the  Pittsburgh  Steamship  Co.,  the  Lake  Carriers'  Association  "commissioner,'  or 
shipping  master,  William  Ford,  giving  me  an  "identification  card,"  showing  name 
of  steamer,  name  of  port,  position  (wheelsman)  it  was  intended  I  should  fill,  the  sig- 
natures of  the  "commissioner,"  and  myself,  dated  "Lake  Ourriers'  Association,  Sep- 
tember 19^  1911.  assembly  rooms.  Conneaut."  On  the  bottom  of  the  card  appeared 
the  following:  ''Discharge  book  No.  80865,  which  is  in  his  possession  and  must  be 
presented  with  this  card." 

Upon  arriving  on  board  the  mate,  Mr.  E.  0.  Bowerman,  immediately  asked  me  for 
my  ^'dischuge  book,"  which  I  handed  to  him.  He  examined  it.  and  finding  no 
marks  therein,  it  being  a  new  book,  he  questioned  me  as  to  where  I  nad  been  sailing. 
I  replied  in  such  a  manner  as  to  indicate  that  I  had  formerly  sailed  as  a  imion  man. 
His  attitude  toward  me  was  unpleasant  and  overbearing,  but  I  stayed  on  board  the 
steamer  one  trip^  until  arrival  back  at  the  port  of  discharge.  Cleveland,  Ohio,  when  I 
signified  my  desire  to  quit  the  ship  and  requested  that  my  aischazge  book  be  returned 
tome. 

The  mate,  Mr.  Bowerman,  thereupon  told  me  thev  would  not  enter  "wheelsman  "  in 
the  "capacity  "  column  of  my  discharge  book,  but  that  the  entry  would  read,  "Watch- 
man, fair."  I  recognized  at  once  that  this  was  for  the  purpose  of  preventing  me  from 
a^ain  obtaining  employment  upon  any  of  the  vessels  of  the  Pittsburgh  Steamship  Co.» 
since  none  of  ue  seamen  employed  on  said  vessels  are  rated  as  "watchmen." 


which 

officers  of  all  ships  in  the  LakeCarrim'  Association  to  whom  I  might  present 

effort  to  secure  emplo^nnent  that  I  was  considered  unfit,  or  of  refusing  to  accept  the 

book  at  all.  and  thus  giving  up  all  opportxmity  of  securing  employment  on  any  of  the 

association  s  vessels. 

I  took  the  book  and  went  ashore. 

I  have  sailed  15  years  on  vessels,  both  steam  and  sail,  in  various  parts  of  the  world, 
and  am  Qualified  to  serve  as  able  seaman,  having  served  in  various  capacities  on  board 
ship,  including  that  of  wheelsman,  on  a  considerable  number  of  steamers. 

'Aie  steamer  Crescent  Cily  carries  a  deck  crew  of  10  men  (exclusive  of  licensed  officers) 
as  follows :  Four  wheelsmen  and  six  deck  hands.  On  the  aforesaid  trip  I  was  one  of  the 
wheelsmen;  of  the  other  three,  one  was  a  licensed  officer,  and  another  was  an  inex- 
perienced man  who  was  unable  to  steer.  The  six  deck  hands  were  Greeks,  who  could 
not  understand  the  English  language. 
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I  have  just  completed  a  voyage  on  the  steamship  Fort  Morgan  as  quartennaster,  and 
I  am  now  residing  at  No.  10  North  Wanen  Street,  Mobile,  Ala. 

Oswald  Christenbbn. 

Subscribed  and  sworn  to  before  me  this  3d  day  of  February,  1912. 

Glenn  L.  Hamburger, 
Notary  Piiblie,  Mobile  County ,  State  of  Alabama. 

(My  commission  expires  June  14,  1912.) 

The  ChairB(£An.  Do  you  know  this  man? 

Mr.  Olandeb.  I  know  him  personally,  and  have  knoiMi  him  for 
years. 

The  Chaibman.  He  is  a  qualified  wheelsman? 

Mr.  Olakdeb.  Yes;  a  thorough  all-round  sailor.  The  discharge  he 
got  might  be  contrasted  with  the  discharge  in  another  case,  which  will 
show  you  how  the  system  operates.  Here  is  a  book  that  w^as  issued  to 
a  youn^  man  who  states  that  in  July,  1909,  at  the  age  of  15  years,  he 
was  shipped  in  the  capacity  of  deck  hand  on  board  the  steamer 
Thomas  i/ynch.  That  I  believe  is  one  of  the  steamers  of  the  Pitts- 
burgh Steamship  Co.  In  the  following  spring — that  is,  after  five 
months  of  service,  and  at  the  age  of  16 — ^he  was  shipped  on  the 
steamer  W,  W,  Brown  as  watchman. 

Mr.  Reed.  Whose  boat  is  the  Browni 

Mr.  Olandeb.  I  do  not  know  to  whom  she  belongs.  He  has  a 
discharge  ''O.  K."  I  have  met  him,  too,  and  I  know  he  does  not 
know  his  duties  aboard  ship.  The  facts  are  here  over  his  own  signa- 
ture. He  was  a  son  of  the  then  chief  of  police  of  Coxmeaut.  Aitev 
he  had  the  vessel  he  went  to  our  agent  and  gave  him  this  statement . 

Mr.  Young.  This  was  a  different  boat  from  what  Christensen 
shipped  on  entirely  ? 

Mr.  Olandeb.  Oh,  yes;  but  it  shows  the  operation  of  that  system. 
It  is  so  absolutely  irresponsible  that  there  is  not  even  sense  to  it. 
There  is  only  one  thine  that  it  does.  It  serves  as  a  method  of  con- 
stant repression  upon  the  men.  Its  purpose  is  to  prevent  them  from 
continumg  their  organization  and  from  using  their  organization  to 
create  better  conditions  for  themselves.  Along  with  its  adoption  one 
of  the  first  things  that  happened  after  the  Lake  Carriers'  Association 
had  adopted  it  was  an  attempt  on  the  part  of  the  Pittsburgh  Steam- 
ship Co.  to  reduce  the  wages  of  the  men,  showing  its  purpose  clearly. 

Mr.  Gabdneb.  TMien  was  it  adopted,  in  1909? 

Mr.  Olandeb.  The  action  of  tne  Lake  Carriers'  Association,  as 
shown  by  a  pamphlet  which  they  issued  and  sent  to  owners  of  various 
ships,  at  the  bottom  of  the  pamphlet  there  appearing  this: 

Action  of  board  of  directors,  October  28,  1908;  action  of  executive  committee, 
December  3,  1908. 

Mr.  Young.  It  was  in  the  spring  of  1909  that  the  attempt  at  a 
reduction  of  wages  took  place,  was  it  not? 

Mr.  Olandeb.  Yes,  sir. 

Mr.  Young.  At  the  opening  of  the  season  ? 

Mr.  Olander.  They  aid  not  attempt  to  cut  the  opening  wages.  In 
order  to  clear  that  up  I  might  read  to  you  here  from  two  photonraphs 
that  I  have,  photographs  of  bulletins  issued  by  the  Pittsburgh  Steam- 
ship Co.  to  the  masters  of  their  ships.  These  came  into  my  possession 
through  the  kindness  of  one  of  the  gentlemen  who  had  received  one  of 
them  and  who  sliowed  it  to  me  and  permitted  me  to  photograph  it. 
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Under  the  head  of  "Bulletm  No.  1,"  the  date  Ime  bemg  "Cleve- 
land, Ohio,  April  1,  1909/'  there  appears  a  paragraph  as  to  the 
expected  time  of  going  into  commission. 

Then  the  following  appears: 

There  seems  to  be  some  misunderstanding  with  reference  to  the  manning  of  our 
ships  the  coming  season.  I  desire  to  have  it  distinctly  understood  that  there  will  be 
no  increase  in  the  crew  on  any  of  the  boats,  and  there  will  be  no  bonuses  paid  to  any- 
body. You  have  notice,  of  course,  from  the  public  press  that  the  reduction  of  wages 
is  becoming  general.  I  hope  to  be  able  to  maintain  the  same  monthly  wage  we  paid 
last  year.  In  hiring  your  men  have  it  distinctly  understood  that  the  summer  wage 
wUl  run  through  up  to  the  close  of  navigation,  and  only  in  cases  where  the  men  have 
stayed  on  the  ships  during  the  entire  season,  when  the  ship  is  laid  up  in  the  fall,  we 
will  pay  in  a  lump  sum  the  |15  per  month — the  additional  amount  tney  would  have 
received  if  the  wages  had  been  raised  to  |65  per  month  beginning  October  1,  as  it  was 
last  year. 

And  a  wage  scale,  by  the  way,  which  had  been  in  effect  quite  a 
number  of  years. 

Mr.  Young.  In  1909  was  not  that  a  year  of  slack  shipments  in  the 
ore  trade? 

Mr.  Olander.  Shipments  fell  below  the  average.  They  had  a  great 
deal  of  difficulty  operating  their  ships  because  of  the  difficulty  of 
obtaining  men. 

Mr.  Young.  Was  not  the  difficulty  in  disposing  of  the  ore  ? 

Mr.  Olandeb.  I  ^m  not  very  well  informed  on  the  iron-ore  busi- 
ness^ and  to  state  positively  as  to  whether  or  not  it  was  so,  I  do  not 
know. 

Mr.  Young.  You  have  the  shipments  there,  Mr.  Reed,  have  you 
noti 

Mr.  Rbed.  I  will  find  them. 

Mr.  Olandeb.  The  vessels  were  delayed  on  account  of  inability  of 
the  men  to  man  them,  and  of  course  such  delay  would  reduce  the 
number  of  shipments,  regardless  of  how  many  shipments  they  wanted. 

Mr.  Young.  The  shipments  have  varied  a  good  deal.  We  have 
had  some  very  poor  years  and  some  better  years. 

Mr.  Olandeb.  There  has  not  been  a  time  since  the  fall  of  1907 
when  all  of  the  ore-carrying  ships  on  the  Lakes  have  been  in  com- 
Dussion  in  one  month  during  that  time. 

Mr.  Gabdneb.  To  revert  to  Mr,  Christensen's  case,  is  it  your 
opinion  that  his  discharge,  or  the  return  of  his  book,  or  whatever  it 
was,  whatever  way  he  was  marked,  was  in  consequence  of  the  fact 
that  his  preliminary  conversation  at  the  time  of  employment  showed  . 
he  was  a  union  man?    Is  that  your  personal  opimon? 

Mr.  Olandeb.  That  is  my  opinion  of  the  matter. 

Mr.  Gabdneb.  Have  you  any  other  instances  of  the  same  sort  ? 

Mr.  Olandeb.  I  have  heard  of  other  instances,  but  I  can  not 
si>ecifically  mention  them. 

Mr.  Gabdneb.  Would  it  be  your  opinion  that  a  man  in  Mr. 
Christensen's  place  should  be  rather  careful  in  the  first  instance  not 
to  say  he  had  been  a  union  man  ?    Would  that  be  your  opinion  ? 

Afr.  Olandeb.  That  is  my  judgment. 

Mr.  Gabdneb.  They  generally  do  not  mention  it  ? 

Mr.  Olandeb.  They  take  great  care  not  to  mention  those  things. 

Mr.  Gabdneb.  As  far  as  you  know  ther^  was  no  other  case  ? 

Mr.  Olandeb.  So  far  as  I  know  there  was  no  other  case.  I  know 
the  man  personally,  and  have  known  him  for  a  number  of  years. 
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}>ii.  Oardner.  What  sort  of  a  man  is  he?  Perhaps  that  is  not 
exactly  a  question  to  be  asked. 

JVIr.  Olander.  I  will  briefly  state  it  this  way.  He  is  a  good,  steady, 
sober,  industrious,  intelligent  workman. 

Air.  Gardner.  How  old  a  man  is  he  t 

Mr.  Olander.  About  30. 

Mr.  Gardner.  Did  he  ever  get  into  trouble  before  t 

Mr.  Olander.  I  have  never  known  him  to  be  in  trouble  anywhere 
on  board  ship. 

Mr.  Gardneb.  What  sort  of  a  job  was  this  in  which  he  was  serving 
when  he  made  that  affidavit  t 

Mr.  Olander.  It  is  a  position  somewhat  in  the  nature  of  a  petty 
officer,  much  the  same  as  wheelsman.  We  call  them  wheelsmen  on 
the  Lakes,  in  most  instances,  while  they  are  called  quartermasters  on 
the  coast. 

Mr.  Gardner.  Was  his  service  as  quartermaster  satisfactory  to 
his  employers;  do  you  know? 

Mr.  Olander.  I  have  not  any  information  upon  that. 

Mr.  Gardner.  Has  he  reshipped  on  the  same  line  at  all  f 

Mr.  Olander.  That  I  do  not  know. 

Mr.  Gardner.  Is  he  still  pusuing  a  seafaring  lifet 

Mr.  Olander.  Yes. 

Mr.  Gardner.  Or  is  he  doing  something  on  shore  I 

Mr.  Olander.  No  ;  he  is  still  sailing.  Whether  he  went  out  again 
on  that  particular  ship  or  not,  I  do  not  know. 

Mr.  Gardner.  What  was  the  significance,  to  your  mind,  of  this 
voung  man  whom  you  have  said  you  know  was  not  competent  for 
nk  job  ?  What  was  he  rated  at;  as  a  deckhand,  was  it  t  What  was 
his  rating? 

Mr.  Olander.  He  was  given  a  rating  of  "Watchman,  O.  K." 

Mr.  Gardner.  Is  that  flie  highest  rated  watchman — "O.  K."t 

Mr.  Olander.  Well,  ''O.  K.''  they  assume  to  mean  the  same  as 
''good." 

Mr.  Gardner.  First  class } 

Mr.  Olander.  First  class. 

Mr.  Gardner.  Or  '*good"  or  ''excellent"  f 

I^ir.  Olander.  Something  of  that  kind;  yes — as  being  better  than 
"fair."    There  were  only  two  marks  they  used. 

The  simificance  of  that  Ues  in  this,  that  under  this  system  we  find 
a  boy  who,  neither  in  knowledge,  experience,  nor  physique,  is  able 
to  do  the  work  on  board  of  the  ship.  The  system  marked  him  up 
as  ''O.  K."  The  other  man  ia  thoroughly  conipetent.  There  can 
be  no  question  as  to  his  ability  as  a  seaman.  He  is  given  a  mark 
that  bars  him  off  the  ships  of  one  particular  company,  and  shows  to 
all  who  may  care  to  look:  that  he  nas  been  barred  off  in  that  wav. 
If  he  had  been  an  absolute  stranger  to  the  Lakes  and  had  not  known 
the  system  under  which  they  were  operated  he  would  not  even 
know  he  had  been  barred  off  and  would  go  around  vainly  trying  to 
ship  for  a  considerable  time  before  finding  it  out. 

Mr.  Gardner.  The  significance  is  this:  I  don't  want  to  go  into 
the  question  whether  or  not  the  company  has  a  right  to  use  certain 
efforts  to  exclude  union  men,  you  see. 

Mr.  Olander.  Yes. 

Mr.  Gardner.  Or  whether  there  should  be  a  contest  of  wits  be- 
tween the  men  and  the  employers  as  to  each  trying  to  fool  the  other. 
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But  what  I  do  want  to  get  at  is  whether  in  your  opinion  that  system 
is  partly  carried  out  by  giving  men  unfair  ratings  on  their  disctarge, 
either  too  good  or  too  bad.    That  is  what  I  want  your  opinion  on. 

Mr.  Olandeb.  That  is  the  way  it  inevitably  works  out.  There  may 
be  some  instances  where  the  expression  of  opinion  is  about  right,  and 
others  where  it  is  wrong. 

Mr.  Gabdneb.  But  you  think  there  is  a  more  or  less  deUberate  idea 
that  the  man  who  has  been  formerly  a  union  man  will  get  a  little 
the  shade  the  worst  of  it  on  his  discharge? 

Mr.  Olandeb.  That  is  my  opinion.  But  that  would  not  make  any 
difference  with  me  in  my  general  opinion  of  the  plan  itself.  It  is  a 
repression  of  the  spirit  not  only  of  organized  seamen,  but  of  individual 
seamen,  whether  or  not  he  is  a  union  man. 

The  Chaibman.  Mr.  Gardner,  before  you  came  in  Mr.  Olander  went 
into  the  subject,  at  great  lengtn,  about  the  use  of  cards,  and  so  on. 

Mr.  Gabdneb.  I  neard  that.  That  might  be  a  question  as  to 
whether  the  men  shall  be  union  or  not.  What  I  wanted  to  get  at 
was  whether  or  not  in  yourj:)pinion  there  was  unfairness  practiced  by 
these  various  lake  carrierslu  giving  them  less  good  discharges  than 
they  were  entitled  to,  for  the  reason  that  they  had  been  affiliated  with 
the  union,  and  their  sympathies  were  with  the  union. 

Mr.  Olandeb.  Yes;  I  beUeve  that  that  was  the  case  in  this  matter 
of  Christensen. 

Mr  Gabdneb.  That  is  what  I  wanted  to  know. 

Mr.  Olandeb.  But  that  is  not,  from  my  point  of  view,  the  main 
thing  in  this  plan. 

Mr.  Gabdneb.  I  understand  that.  I  understand  what  your  point 
of  view  is.  I  am  trying  to  get  out  for  my  own  information  as  to 
whether  in  your  opimon  there  ia  a  diversity  on  their  part  in  carrying 
out  a  plan  which  tney  probably  would  argue  was  right.  For  instance, 
take  tnis  youn^  man  from  Cionneaut.  lou  said  he  was  the  son  of  the 
chief  of  police,  if  I  recollect. 

Mr.  Olandeb.  Yes.    I  can  give  you  his  name. 

Mr.  Gabdneb.  I  asked  you  what  you  thought  the  significance  of  his 
discharge  was.  Is  it  your  opinion  that  it  was  because  his  father  was 
the  chief  of  police  that  they  gave  him  a  better  discharge  than  he  was 
entitled  to  f 

Mr.  Olandeb.  Not  necessarily;  no.  I  don't  know  just  what  caused 
that.  To  me  it  was  simpl]^  the  operation  of  the  system.  It  might 
have  been  this.  I  am  certain  there  are  captains  of  lake  carrying  ships 
who,  in  preference  to  giving  a  man  a  mark  that  would  result  in  olack- 
listing  him,  would  prefer  to  give  up  their  own  positions. 

Mr.  Gabdneb.  I  quite  understand. 

Mr.  Olandeb.  There  are  men  who  won't  do  that,  and  there  are  those 
who  will.  And  you  only  need  one  rotten  apple  in  a  barrel  to  cause 
trouble. 

Mr.  Gabdneb.  I  was  trying  to  find  out  whether,  in  your  opinion,  it 
IS  true  that  lake  carriers  gave  unfair  ratings  or  dischai^es  because  they 
wanted  to  give  the  short  end  of  the  stick  to  men  whose  sympathies 
were  with  organized  labor. 

Mr.  Olandeb.  Oh,  they  would  go  further  than  that,  unless  on 
occasions  when  they  are  short  of  men,  and  if  they  knew,  as  in  1908, 
that  a  man  was  a  union  man,  that  settled  him.  He  then  could  not 
secure  employment. 
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Mr.  Gardner.  That  is  done  openly.  That  involyes  a  different 
principle  entirely.  I  might  disagree  with  my  employer  absolutely  on 
conditions  of  employment,  and  yet  he  woula  not  be  entitled  to  say  I 
was  a  drunkard  or  to  refuse  to  give  me  a  certificate  of  character,  or 
refuse  to  give  me  a  certificate  of  ability,  because  I  disagreed  with  him 
from  a  union  point  of  view. 

What  I  want  to  get  at  is  whether  the  fact  that  the  man  was  a  union 
man,  or  that  his  sympathies  were  with  the  union,  led  the  employer 
to  give  him  a  false  record  of  his  capacity. 

Mr.  Olander.  There  can  not  be  ver^much  of  that  going  on,  because 
there  are  not  very  many  people  belonging  to  the  union  that  have  gone 
aboard  the  ships.  There  can  not  be  many  of  them  induced  to  go  to 
the  ships.  But  the  purpose  of  the  whole  plan  is  to  prevent  the  men 
from  getting  together,  to  prevent  them  associating  together  for  the 
purpose  of  bettering  their  conditions,  which  opposes  the  right  of  the 
men  to  help  themselves. 

Now,  then,  to  our  men  on  the  lakes  it  is  a  very  serious  matter,  par- 
ticularly a  serious  matter  because  of  this  fact,  that  among  the 
unlicensedmen — that  is,  the  sailors  andfiremen,  deckhands  and  oilers — 
there  is  not  one  man  on  the  whole  chain  of  lakes  now  who  earns  suffi- 
cient money  upon  which  to  support  a  wife  and  family,  and  even  the 
humblest  kmd  of  a  home. 

The  men  organized  and  were  standing  together  with  the  view  of 
gradually  increasing  and  bettering  their  conditions,  until  they  could 
arrive  at  a  state  where  they  could  live  as  men  ought  to  live,  have 
the  same  kind  of  connections,  and  assume  the  same  responsibilities, 
if  you  please,  that  other  men  assume. 

Now,  here  we  have  a  system  up  here  on  the  Lakes  which,  if  success- 
ful, will  be  fastened  upon  us,  under  which  all  these  men.  if  they  pro- 
pose to  remain  at  the  calling,  must  give  up  all  hope  or  having  any 
kind  of  a  home  life  of  their  own. 

There  is  not  a  deck  hand,  there  is  not  a  wheelsman,  there  is  not  a 
fireman,  there  is  not  an  oiler  on  the  chain  of  Lakes  that  earns  suffi- 
cient to  support  a  family. 

Mr.  Gardner.  What  do  they  earn? 

Mr.  Olander.  The  firemen,  oilers,  wheelsmen,  and  watchmen  earn 
S50  a  month  for  about  five  months  in  the  year  and  $65  a  month  for 
two  months  in  the  year,  with  some  of  the  vessels  paying  $55  for  the 
first  period.  But  the  possible  length  of  employment  reduces  that. 
They  can  not  obtain  employment  over  seven  months.  The  great^t 
possible  employment  they  may  obtain,  assuming  that  the  ships  are 
operating  steadily  throughout  the  season  and  that  it  is  a  fairly  good 
season,  is  seven  months  m  the  year. 

Mr.  (tardner.  What  do  they  do  the  other  five  months? 

Mr.  Olander.  They  pick  up  jobs  wherever  they  can.  Large  num- 
bers of  them  work  m  shipyards.  Others  cet  various  positions  in 
building  trades.  Sailors  are  handy  men  as  laborers  anywhere.  They 
make  a  more  useful  man  than  the  ordinary  common  laborer,  and 
manage  to  get  along  in  that  kind  of  shape.  But  even  with  that, 
assummg  they  manage  to  pick  up  jobs  in  the  winter  time,  they  do  not 
get  enough  to  support  a  wife  and  family. 

Mr.  Sterling.  Are  many  of  them  married  ? 

Mr.  Olander.  In  1907,  when  our  men  were  all  pretty  weU  em- 
ployed, that  is,  the  men  of  our  organization,  and  most  of  the  men 
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on  the  particular  class  of  vessels  I  am  talking  of  now,  were  in  the 
union,  so  that  we  could  reach  them  all,  about  3  per  cent  of  them  were 
married  men.  I  don't  know  what  kind  of  shape  their  families  were 
in.  I  knew  some  of  them  personally,  and  the  women  went  out  to 
work  themselves. 

Mr.  Steblino.  About  what  proprtion  of  time  were  these  men  on 
vessels  and  what  time  on  shore  ? 

Mr.  Olander.  When  the  season  of  navigation  is  on  there  is  not 
much  opportunity  to  visit  at  home.  Among  some  of  the  independ- 
ent shippers  you  sometimes  get  two  or  three  days  in  port,  and  you 
would  nave  some  opportunity  then. 

Mr.  Gardner.  Do  they  contribute  to  the  cost  of  their  victualing 
while  on  board  ? 

Mr.  Olander.  If  you  mean  by  that,  if  they  got  in  addition  to 
their  pay  also  their  Doard,  I  would  say  yes;  but  they  worked  for  it, 
however. 

Mr.  Gardner.  I  asked  if  thev  contributed  to  the  cost  of  it  in  any 
way.  I  come  from  a  coast  district  in  which,  as  regards  the  fishing 
fleet,  for  instance,  when  things  are  mostly  on  shares,  there  is  a  con- 
tribution to  the  cost  of  board  for  the  crew. 

Mr.  Olander.  That  only  occurs  where  the  work  is  done  on  shares, 
you  see.  That  is  the  only  place  at  sea  that  anything  of  that  kind 
occurs,  tliat  I  ever  heard  of. 

Mr.  Keed.  There  is  nothing  Uke  that  on  the  Lakes,  is  there  t  The 
men  are  not  assessed  in  any  way  for  their  board  and  keep  ? 

Mr.  Olander.  They  work  for  it.  It  is  earned  in  addition  to  the 
wages  they  earn.  And  that  is  so  in  all  employment  of  that  kind, 
except  in  the  fishing  industry,  where  men  work  on  shares. 

The  Chairman.  You  started  to  explain  these  photographic  copies 
of  bulletins,  and  one  of  them  you  read  by  itself.  That  read  without 
the  other  would  be  unfair  to  the  Steel  Corporation,  and  I  desire  to 
be  fair.  I  believe  there  has  been  some  criticism  of  the  chairman  in 
that  respect,  not  by  any  party  to  the  hearing,  but  in  the  press. 

Mr.  Keed.  I  have  reaa  the  second  buUetm,  Mr.  Chairman,  and  I 
quite  appreciate  your  fairness  in  desiring  it  to  be  read. 

Mr.  ULANDER.  It  is  my  desire  to  read  it. 

Mr.  Gardner.  It  is  my  fault.  I  took  you  back  to  the  Christensen 
case. 

Mr.  Olander.  I  read  the  first  bulletin,  which  attempted  to  cut 
off  the  increase  on  the  1st  of  October  for  the  balance  of  the  season, 
and  pay  it  to  men  who  had  been  on  one  ship  aU  season.  Under  the 
best  conditions  that  meant  only  a  ver^  few  of  the  men. 

The  other  bulletin  is  headed  "Bulletin  No.  4,"  issued  by  the  same 
company,  and  dated  '^Cleveland,  Ohio,  August  1,  1909."  The 
first  paragraph  has  a  subject  heading  of  "Fall  wages,''  and  reads  as 
follows: 

Changes  in  the  crews  on  our  ships  have  been  made  necessary  this  year  on  account 
of  the  labor  troubles.  We  will  therefore  not  attempt  to  put  into  operation  the  plan  of 
continuing  the  summer  wages  until  the  ships  lay  up  and  paying  bonuH.  You  may 
advance  your  crew's  wages  October  1,  the  same  as  last  year,  namely — 

And  then  they  go  on  and  give  the  regular  scale.  The  only  thing 
that  prevented  a  reduction  of  wages  there  was  the  fact  there  was  a 
labor  trouble ;  that  is,  that  there  was  a  strike  of  union  men  who  were 
fighting  the  system. 
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The  Chaibman.  What  was  the  extent  of  that  proposed  reduction  t 

Mr.  Olandeb.  The  effect  of  that  would  be  to  take  about  $30  apiece 
from  all  of  the  men  who  would  be  employed  in  the  positions  of  wheels- 
men, watchmen,  firemen,  and  so  on,  at  that  particular  time. 

The  Chaibman.  How  much  was  it  a  montn  ? 

Mr.  Olandeb.  $15  a  month. 

Mr.  Reed.  They  got  that  $15  a  month  if  they  worked  continuously, 
I  think. 

Mr.  Olandeb.  If  they  worked  continuously,  yes. 

In  the  case  of  marine  firemen  that  is  very  nearly  an  impossibility; 
and  it  is  particularly  hard  for  any  of  the  men  on  ships  or  the  Pitts- 
burgh Steamship  Co.,  for  the  reason  that  they  make  such  time  that 
they  are  in  port  only  a  comparatively  short  time.  I  believe  that  they 
would  not  average  much  auring  the  entire  season  of  more  than  12 
hours  in  port  at  each  end  of  the  route;  perhaps  a  little  bit  more  than 
that  for  the  entire  season,  and  that  is  a  good  deal  better  time  than  any 
independent  shipowner  can  make. 

Mr.  Stebling.  When  they  are  in  port  do  they  do  the  loading,  or 
are  they  off  duty  while  the  ship  is  being  loaded  or  unloaded? 

Mr.  Olandeb.  In  the  ore  trade  the  seamen  do  not  work  car^,  but 
it  is  the  general  practice  to  require  all  hands  on  deck,  the  deck  crew, 
regardless  of  whether  it  is  their  watch  below  or  not,  to  handle  the 
ship.  At  the  loading  dock  they  have  to  keep  shifting  or  moving  the 
vessel  all  the  time.  At  the  unloading  dock,  or  when  lying  waiting 
at  the  loading  dock,  there  is  all  Idnds  or  repairing  that  has  to  be  done, 
painting  and  scraping,  one  kind  or  another;  fixing  the  gear,  overhaul- 
mg  the  steering  gear,  and  doing  all  of  the  things  necessary  for  the 
upkeep  of  the  snip.  A  vessel  may  arrive  in  port  at  6  o'clock  in  the 
Booming.  Half  of  the  crew  have  then  stood  a  6-hour  watch.  They 
will  all  remain  on  deck  as  a  usual  proposition,  with  some  exceptions 
to  this,  all  day,  and  the  possibility  that  at  6  o'clock  they  may  go  out 
and  the  other  half  of  the  crew  stand  another  6-hour  watch  at  sea. 
In  that  situation  both  sections  of  the  crew  put  in  18  hours  continu- 
ous work  without  rest.  Their  working  hours  exceed  considerably 
more  than  12  hours  a  day. 

Mr.  Steblino.  In  a  trip,  for  instance,  they  have  men  at  the  engine 
and  at  the  wheel,  of  course.  Those  men  work  12  hours,  do  they) 
They  have  two  shifts  in  the  24  hours  1 

Mr.  Olandeb.  Yes;  that  is,'  they  work  12  hours  straight.  That  is 
not  12  hours  including  meal  hours,  but  it  is  6  hours  at  the  wheel,  then 
6  hours  off  duty,  during  which  you  take  your  meals  and  get  your  rest 
and  attend  to  any  other  personal  matters  you  have,  subject  to  call  all 
et  the  time. 

Mr.  Oabdnbb.  Are  the  watches  6  hours  on  the  Lakes  t 

Mr.  Olandeb.  Yes,  sir;  6  hours  on  the  Lakes,  and  they  are  cruel 
watches.    A  man  standing  6  hours  at  the  wheel 

Mr.  Gabdnbb.  It  is  4  hours  on  the  coast. 

Mr.  Olandeb.  It  is  4  hours  on  the  coast  and  almost  all  over.  A 
man  standing  6  hours  at  the  wheel  is  pretty  tired  when  he  gets 
through.  Although  he  may  have  steam  steering  gear,  and  not  much 
phjsical  labor,  he  has  to  watch  the  compass  pretty  closely.  Our 
ships  out  there  require  the  use  of  great  care,  and  they  are  under  a  strain 
aU  the  time.  Some  of  the  companies  are  trying  to  make  a  change  in 
tiiat  and  carry  4  wheelsmen,  stating  that  their  purpose  is  to  overcome 
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that  great  strain.  Their  real  purpose  is  simply  to  break  in  more 
wheelsmen,  because  a  condition  is  being  created  up  there  whereby 
they  can  not  get  men  enough  to  man  their  ships.  "Hiey  do  not  want 
to  say  a  man  shall  have  the  right  to  organize,  tnat  the  men  shall  speak 
for  tnemselves.  They  do  not  want  to  agree  that  the  men  shall  nave 
freedom,  the  right  of  assembly,  the  right  of  petition,  the  right  of  free 
speech.  They  msist  that  the  men  shall  give  up  all  of  those  things. 
They  find  the  class  of  men  w^o  have  been  brought  up  on  the  Lakes, 
most  of  whom  are  Americans,  won't  agree  to  that,  so  tney  aregetting 
other  men  in  there.  They  find  the  men  who  can  not  speak  Emglisli, 
the  Poles  and  Hungarians,  will  not  do  aboard  the  ships,  and  they  are 
bringing  another  tjrpe  in 

Ihe  Chairman  (interposing).  I  will  ask  you  to  explain  how  these 
assembly  rooms  are  operated,  and  to  w^hat  extent  the  freedom  o{ 
action  of  the  seamen  is  affected.  Explain  the  previous  conchtion  and 
the  present  condition  and  tlie  character  of  men  that  are  in  charge  of 
those  rooms,  whether  they  are  sailors,  whether  these  rooms  are  used 
to  ascertain  whether  or  not  a  man  is  a  good  sailor,  or  can  be  so  used, 

Mr.  Olander.  The  shipping-office  system,  or  the  assembly  rooms, 
compels  the  men  seeking  employment  to  congregate  around  those 
particular  ofiices,  to  congregate  in  that  particular  locaUty. 

Previous  to  that,  during  the  time,  for  instance,  when  we  had  agree- 
ments with  various  employers,  the  rule  was  a  man  could  ship  wherever 
he  could  get  a  ship.  He  could  go  and  look  for  it  himself.  The  officer 
of  a  ship  could  go  and  look  for  him.  They  could  meet  him  on  the 
street,  go  to  his  home,  if  he  had  one,  or  to  the  place  where  he  lived.  A 
good  deal  of  shipping  was  done  by  men  who  Knew  that  a  ship  wanted 
men  and  happened  to  know  the  captain  or  other  officer,  and  went 
down  to  that  ship  and  applied  for  a  position. 

A  number  of  masters  would  use  the  union  office  for  the  same  pur- 
pose, in  finding  some  union  man  that  they  wanted,  telling  his  name. 
and  if  the  union  official  knew  where  he  was,  he  would  go  out  ana 
look  him  up  and  tell  him  that  Capt.  So-and-so  wanted  to  see  him. 
Men  were  given  a  chance  to  move  around  freely. 

The  result  of  that  system  was  that  in  a  few  years  they  moved 
awav  from  the  docks,  and  away  from  the  water-front  boarding  house. 

The  Chairman.  What  sort  of  a  place  is  that  ? 

Mr.  Olander.  The  water-front  boarding  house  is  a  cheap  lodginjg 
house  nm  in  connection  with  a  saloon;  both  being  part  of  one  busi- 
ness, and  a  man  being  expected  to  patronize  both  the  saloon  and  the 
lodging  house.  There  is  no  other  place  to  sit  during  the  daytime. 
There  were  exceptions  to  this  rule,  you  will  understand,  but  I  am 
speaking  of  it  as  a  general  thing.  There  was  no  other  place  to  sit 
in  the  daytime  except  in  the  barroom. 

With  the  increase  of  wages  the  union  secured  from  time  to  time — 
that  is,  the  men  through  the  union  and  the  union  is  simply  the  men — 
the  condition  got  better.  They  were  given  more  of  a  chance  to  move 
around  freely ;  they  were  encouraged  to  do  that.  They  got  to  talking 
over  these  things  in  their  meetings,  and  as  a  result  moved  away  from 
the  water  front,  and  began  to  scatter  about  the  city  in  the  various 
ports.  It  made  a  great  difference  in  the  men,  and  made  a  great 
difference  in  their  general  character,  and  improved  them  aU  around. 

Now,  then,  these  shipping  offices  are  bringing  back  that  old  situa- 
tion.    It  is  a  mighty  old  method  of  handUng  seamen  that  exists,  to  a 
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large  extent,  along  the  Atlantic  coast  now — ^bringing  them  back  to 
the  water  front  and  herding  them  into  this  particular  kind  of  lodging 
house. 

It  serves  to  make  them  a  class  separate  from  the  rest  of  the  people. 
The  seaman  is  a  little  bit  different  from  other  workmen,  in  tnat  his 
work  takes  him  away  from  society  itself,  as  it  were.  He  not  only 
leaves  his  home  in  the  morning  like  other  workmen  do,  or  like  a  rail- 
road man  leaves  his  home  town,  but  he  goes  out  of  the  port  entirely, 
where  there  is  no  other  kind  of  people  except  people  like  himself. 
And  the  tendency  of  this  centralization  of  shipment  is  to  make  them 
a  class  distinct  by  themselves,  to  deprive  them  of  having  any  families 
to  whom  they  would  be  responsible  and  who  they  would  have  to  look 
out  for  because  of  the  love  that  thev  might  have  for  them,  thus  tak- 
ing away  the  incentive  to  fight  for  themselves. . 

The  right  of  oi^anization  is  taken  from  them,  and  then  this  cen- 
tralization of  shipment  is  brought  in,  and  the  result  is  to  draw  them 
right  back  to  tne  water  front  and  into  these  particular  lodging 
houses,  many  of  which  in  past  years  might  very  well  be  charactenzea 
with  the  name  "dives,"  not  fit  to  Uve  in. 

Mr.  Young.  Now,  these  assembly  or  shippiiig  rooms,  as  you  call 
them:  Are  there  any  opportunities" for  social  intercourse,  wnerc  the 
men  can  be  by  themselves  ? 

Mr.  Olander.  That  is  just  it — among  themselves  only.  That  is 
all  they  can  do.  They  can  meet  and  talk  with  each  other,  being  care- 
ful not  to  talk  trade  unionism.     That  is  a  forbidden  subject. 

Mr.  Young.  When  they  do  that  are  they  under  any  espionage  t 

Mr.  Olander.  There  is  a  shipping  master  in  charge;  from  one  to 
two  in  charge  of  these  offices. 

Mr.  Young.  Is  he  in  the  room  with  the  men,  so  that  he  hears 
everything  they  say  ? 

&{r.  Olander.  He  mixes  in  among  the  men.  He  does  not  stand 
over  and  watch  them  all  the  time,  but  he  mingles  in  among  the  men. 
He  is  in  a  position  to  hear  what  is  going  on  there. 

The  Chairman.  What  character  of  men  are  the  shipping  masters ! 
Are  thev  old  sailors  ? 

ilr.  Olander.  I  do  not  know  many  of  them  personally.  I  only 
know  one  of  the  men  in  that  position  who  has  been  a  sailor.  There 
may  be  more.  I  believe  the  man  in  charge  of  the  Duluth  offices  has 
been  a  sailor  at  one  time.  I  know  of  one  or  two  of  the  others,  where 
one  has  been  a  private  detective,  or  a  private  policeman,  and  the 
other  one,  who  is  in  charge  at  Buffalo,  is  an  ex-prize  fighter. 

These  men  are  expected  to  be  somewhat  of  thugs,  fist  fighters; 
they  are  not  expected  to  be  seamen.  The  claim  is  made  by  the 
Lake  Carriers*  Association  that  this  welfare  plan  is  for  the  purpose 
of  getting  good  men  to  their  ships. 

Now,  tliey  do  not  examine  tne  men  in  the  offices.  They  make 
no  attempt  to  ascertain  anything  about  their  seamanship  other  than 
to  ask  them  one  question, '  ^How  long  have  you  sailed  ?"  and  that  is  all. 

So  that  in  reality  their  statement  that  the  plan  is  for  the  purpose  of 
ascertaining  the  fitnoss  of  men  before  they  go  aboard,  so  lar  as  sea- 
manship is  concerned,  is  not  correct. 

Mr.  Young.  You  stated  yoM  had  been  connected  with  this  Lake 
Sailors'  Union  for  10  years? 

Mr.  Olander.  Yea,  sir. 
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Mr.  Young.  Hud  it  existed  for  years  before  that  t 

Mr.  Olandeb.  Yes.  The  Lake  Seamen's  Union  was  organized  in 
1863. 

Mr.  YouNO.  Has  it  had  a  continuous  existence  since  then  I 

Mr.  Olandeb.  Yes;  not  always  a  prosperous  existence,  but  a  con- 
tinuous existence. 

Mr.  Young.  Have  you  not  kept  some  record  during  that  time 
showing  the  wages  from  year  to  year  that  were  paid  upon  the  Lakes  f 

Mr.  Olandeb.  Yes;  we  have. 

Mr.  Young.  You  have  those  records  ? 

Mr.  Olandeb.  We  have  not  absolute  records  in  the  matter,  because 
at  times  men  would  be  in  the  office  who  did  not  see  the  importance  of 
such  records. 

Mr.  Young.  But  you  have  them  more  or  less  complete? 

Mr.  Olandeb.  We  have  fair  information  upon  the  subject. 

Mr.  Young.  Could  you  furnish  those  to  tne  committee,  showing 
from  year  to  year  what  those  wages  have  been  ? 

Mr.  Olandeb.  I  could  not  give  you  absolutely  correct  figures,  but 
I  could  give  you  approximately  correct  figures  for  a  period  of  about 
20  years. 

Mr.  Young.  Will  you  do  that  ? 

Mr.  Olandeb.  I  will  be  glad  to  do  that. 

Mr.  Young.  We  will  be  glad  to  have  them. 

Mr.  Olandeb.  When  you  get  them  and  look  at  them  you  will 
find  that  the  increase  came  only  when  the  men  were  given  the  right 
to  help  themselves;  that  is,  when  they  had  a  right  to  associate  together 
for  the  purpose  of  helping  each  other,  forming  a  trade-union. 

Mr.  Gabdneb.  What  years  were  those  ? 

Mr.  Olandeb.  The  last  reorganization  took  place  beginning  in 
1899. 

Mr.  Gabdneb.  The  last  organization  of  the  Lake  Seamen's  Union  t 

Mr.  Olandeb.  Yes,  sir.  And  by  1903  the  wage  scale,  somewhat 
similar  to  the  one  I  have  just  quoted,  had  been  adopted,  and  that 
meant  that  the  wages  which  had  existed  a  few  years  before  that, 
some  years  before  their  reorganization,  one  or  two  years  before  that, 
had  l>een  practically  doubled.  Wheelsmen  and  watchmen  used  to 
get  from  $20  to  $25  a  month,  and  deck  hands  from  $12  to  $15.  You 
can  imc^ne  the  kind  of  existence  that  we  led. 

Mr.  Young.  You  spoke  of  these  men  during  the  winter  getting 
jobs  around.  Does  the  association  or  union  pei^orm  services  tor  the 
men  in  that  respect  ?  Are  they  looking  out  ifor  them  and  trying  to 
assist  them 'in  getting  jobs  through  the  winter?  Is  that  part  of  the 
work  you  do  ? 

Mr.  Olandeb.  Our  experience  in  that  matter  is  this,  that  each 
winter  employers  who  are  looking  for  men  very  often  call  up  our 
offices.  Tney  do  that  in  most  of  the  cities.  Let  me  say  that  that 
conditiongrew  up  without  any  particular  effort  on  the  part  of  the 
union.  The  fact  that  people  around  the  Lakes  knew  that  the  sailors 
were  not  employed  was  what  made  them  call  upon  us. 

Mr.  Young.  You  are  the  center  with  which  they  can  communicate, 
and  you  can  communicate  with  the  men  ? 

Mr.  Olandeb.  Yes. 

Mr.  Young.  And  that  grew  up  naturally  ? 

Mr.  Olandeb.  That  grew  up  naturally;  yes,  sir. 
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"  Mr.  Young.  So  that  you  are  somewhat  in  touch  with  these  men 
during  the  winter  and  Imow  what  tl^ey  are  doing,  to  a  considerable 
extent  t 

Mr.  Olanbeb.  Yes;  because  we  were  holding  meetings  of  the  union 
in  all  the  ports.  Men  would  attend  those  meetings.  We  had  very 
large  meetings  of  men  once  a  week,  and  men  who  were  working  on 
shore  would  come  there  and  take  part  in  the  preparations  for  conduct- 
ins  our  association.    We  are  in  constant  touch  with  them  all  the  time. 

Mr.  Young.  You  spoke  of  some  of  them  working  in  shipyards. 
Could  jou  form  a  judgment  of  about  what  portion  of  them  get  employ- 
ment m  shipyards  during  the  winter  t 

Mr.  Olandeb.  That  would  have  to  be  purely  a  guess. 

Mr.  Young.  Could  it  be  a  pretty  dose  guess,  or  would  you  have 
anything  to  base  it  on  1 

Mr.  Olandeb.  Nothing  except  the  number  of  shipyards,  and  fa 
general  idea  about  the  matter,  from  a  recollection  of  the  number  of 
sailors  who  haye  been  employed  in  shipyards  when  I,  myself,  have 
been  employed  there.     I  would  say,  at  a  guess,  about  700. 

Mr.  Young.  Altogether? 

Mr.  Olandeb.  Yes. 

Mr.  Young.  How  many  sailors  are  there  on  the  Lakes  t  You  haye 
stated  when  all  these  ships  were  manned  it  would  take  about  10,000. 
But  they  haye  not  all  been  manned  of  late  years.  About  how  numy 
sailors  are  there  actually  eng»aged  on  the  Lakes  t 

Mr.  Olandeb.  I  should  say  a  deck  crew  of  seyen  to  eight  thousand ; 
probably  a  little  more. 

Mr.  xouNG.  And  about  what  proportion  of  these  belong  to  the 
union  ? 

Mr.  Olandeb.  Just  now  about  one-half.  On  the  Lake  Carriers' 
Association  ships  practically  all  the  men  are  nonunion.  So  practi- 
cally about  one-half  would  belong  to  the  organization.  The  organ- 
ization's membership  has  dropped  consideraUiy,  because  such  a  large 
percentage  of  men  haye  left  the  Lakes.  I  estimate  there  are  employed 
m  the  building  trades  in  Chicago  now  about  1,500  men  who  were 
formerly  sailors — 1,500  of  the  best  of  them — that  wiU  neyer  go  back 
sailing  again  unless  conditions  are  made  yery  much  better.  We 
could  neyer  induce  them  to  go  back  except  under  improyed  condi- 
tions.    We  haye  lost  those  men. 

In  order  that  there  will  not  be  amr  charge  of  unfairness  against 
my  statement  of  this  wage  question,  I  woula  Uke  to  add  just  a  little 
bit  to  it,  Mr.  Chairman. 

Bulletin  No.  1  shows  an  attempt,  following  the  welfare  plan,  to  cut 
the  wa^es.  Xo.  2  shows  that  labor  troubles — that  is,  the  unions — pre- 
yentcd  that. 

IS'ow,  since  that  time,  the  shipowners  haye  found  it  necessary  to 
increase  their  wages  even  above  this  scale,  because  of  the  fact  they 
were  unable  to  got  men  to  work  under  the  conditions. 

The  Chaibman.  What  is  paid  to  wheelsmen  on  the  Lakes  and  in 
the  coastwise  trade? 

Mr.  Olandeb.  On  the  Pacific  coast  they  average  about  the  same 
per  month  as  on  the  Lakes,  with  this  advantage  to  the  Pacific  coast 
sailor,  that  he  is  employed  12  months  in  the  year. 

The  Chaibman.  What  is  the  scale  on  the  Lakes  for  a  wheelsman  t 

Mr.  Olandeb.  It  runs  from  fifty  to  fifty-five  dollars  a  month  for 
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the  first  period  of  five  months^  approximately  five  months,  and  to 
$65  for  the  ending  of  the  season. 

Mr.  Reed.  That  is  the  scale  in  force  this  ^ear  t 

Mr.  Olandeb.  That  is  the  scale  in  force  tms  year. 

Mr.  Reed.  How  about  the  Atlantic  coastwise  sailors  t 

Mr.  Oi^NDEB.  That  is  considerably  below  that. 

Mr.  Reed.  About  how  much  ? 

Mr.  Olandeb.  The  Atlantic  coast  quartermaster,  I  believe,  gets 
about  either  $35  or  $40  a  month.  He  is  employed  all  the  year  around, 
and  has  just  begun  to  have  an  effective  organization  of  his  own, 
which  has  raised  the  wages. 

Mr.  Reed.  How  about  the  trans-Atlantic  f 

Mr.  Olandeb.  I  am  not  certain  about  that;  I  think,  if  anything, 
they  are  less. 

Mr.  Reed.  Still  lower? 

Mr.  Olandeb.  I  think  so. 

The  Chaibman.  One  question,  and  the  committee  will  stand  ad- 
journed. Is  there  any  way  for  a  man  to  secure  employment  on  these 
Lake  Carriers'  Association  boats,  including  the  Pittsburg  Steamship 
Co.,  except  by  going  through  these  assembly  rooms  of  the  Welfare 
Association  I 

Mr.  Olandeb.  There  is  not  any.  Even  though  a  master  of  an  in- 
dependent ship,  with  its  owner  back  of  him,  may  pick  up  some  fellow 
that  he  wants  to  take  along  with  him,  he  may  be  allowea  to  have  that 
man,  but  he  has  got  to  take  him  to  the  shipping  office  before  he  is 

fermitted  to  take  nim.  I  speak  of  my  own  knowledge  in  this  matter. 
have  seen  numerous  cases  of  this  kind  that  have  occurred  very 
recently. 

Mr.  fiABTLETT.  I  understood  you  to  say  that  the  Pittsburg  Steam- 
ship Co.,  which  is  a  subsidiary  to  the  Steel  Corporation,  is  a  party  to 
this  Lake  Carriers'  Association? 

Mr.  Olandeb.  Yes. 

Mr.  Gabdneb.  I  would  Uke  to  ask  just  one  question.  Are  there 
United  States  shioping  commissioners  at  those  ports  ? 

Mr.  Olandeb.  I^o;  there  are  no  United  States  shipping  commis- 
sioners there.  But  the  Lake  Carriers'  Association  have  changed  the 
name  of  their  shipping  masters  to  ' 'commissioners,"  and  they  put 
that  on  their  caps.  It  serves  as  a  trap  to  the  men  who  have  come  up 
the  coast  and  ao  not  know  the  conditions.  They  think  for  a  little 
while  they  are  talking  to  a  United  States  commissioner.  But  there 
are  no  such  shipping  commissioners  up  there. 

The  Chaibman.  The  committee  will  stand  adjourned  until  to- 
morrow morning  at  10.30  o'clock. 

Whereupon,  at  1.30  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Friday,  February  9,  1912,  at  10.30  o'clock  a.  m. 
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Committee  on  Investigation  of  the 

Unite©  States  Steel  Corporation, 

House  of  Representatives, 

Friday^  February  9,  1912. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chiiir- 
man)  presiding. 
The  Chairman.  The  committee  will  come  to  order. 

STATEME9T  OF  MISS  KABGASET  F.  BTnTGTOV. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  You  have,  I  believe.  Miss  Byin^ton,  made  some 
study  of  the  conditions  prevailing  in  the  homes  of  steel  workers  in 
Homestead  and  other  places. 

Miss  Byinoton.  Yes. 

The  Chairman.  Under  whose  auspices  were  those  investigations 
made  I. 

Miss  BilKaTON.  I  was  a  member  of  the  staff  of  the  Pittsburgh 
Survey. 

The  Chairman.  The  same  survey  with  which  Mr.  Fitch  and  Mr. 
Harrison  are  associated  ? 

Miss  Byinqton.  Yes,  sir. 

The  Chairman.  Hie  history  of  this  survey  is  in  the  record.  Have 
you  ever  written  anything  on  the  subject  ? 

Miss  Byinoton.  Yes;  I  have  written  a  book  on  Homestead, 
which  was  published. 

The  Chairman.  Was  that  book  submitted  to  the  United  States 
Steel  Corporation  before  publication  f 

Miss  Byinoton.  I  am  sorry  to  say  I  don't  know.  I  think  not,  but 
I  am  not  sure. 

The  Chairman.  Explain  to  the  committee  to  what  phase  of  the 
industrial  problem  your  attention  was  directed. 

Miss  Byinoton.  Mr.  Fitch  made  a  study  of  conditions  as  to  hours 
of  work  and  wages  in  the  steel  industry.  My  effort  was  to  make  a 
study  of  the  actual  cost  of  living  and  of  the  home  conditions  of  the 
steel  laborers,  not  simply  the  laborer,  but  all  the  men  employed  in  the 
steel  industry. 

As  Pittsburgh  proper  was  so  large  an  area,  it  seemed  simpler  to 
take  one  of  the  smaller  towns  which  had  definitely  grown  up  around 
a  steel  mill.  So  Homestead  was  selected,  which  is  a  few  miles  from 
Pittsburgh,  with  just  about  the  same  conditions  as  to  prices  of  food 
and  rent,  but  where  it  was  a  smaller  and  easier  community  to  study. 

I  got  90  families  to  keep  for  me  a  detailed  account  of  all  their  ex- 

3033 


8034  UNITED   STATES  STEEL  CORPORATION. 

Eenditures  for  a  period  of  from  four  to  eight  weeks;  so  that  we  might 
ave  some  definite  figures,  not  as  to  a  tneory  of  how  much  it  prob- 
ably cost  to  Uve  in  Homestead,  but  figures  showing  what  actual 
households  had  to  spend  during  that  given  period. 

I  also  visited  eacn  of  these  famiUes  every  week,  so  that  I  had  a 
fairly  intimate  knowledge  of  not  simply  what  they  spent,  but  what 
they  got  for  the  money  that  they  did  spend. 

Mr.  Reed.  What  class  of  famiUes  were  these  i 

Miss  Byington.  They  covered  pretty  much  the  whole  ran^e  of  the 
workers  in  the  industry;  that  is,  I  had  a  good  many  Slav  laborers, 
some  colored  families,  quite  a  number  of  the  Scotch-Irish,  Welsh, 
and  German,  the  older  immigrants,  and  a  fairly  large  group  of  the 
Americans,  who  were  the  better  paid  men.  So  that  it  incluaed  botli 
the  main  groups  of  nationality,  and  the  wages  of  the  laborers  who 
were  getting  less  than  $10,  up  to  the  men  who  are  making  $26  a  week. 

From  the  budgets  of  these  four  groups  we  drew  some  averages, 
showing  what  the  general  expenditure  in  each  group  was. 

Shall  I  read  those  figures,  Mr.  Chairman  i 

The  Chairman.  Yes. 

Miss  Byington.  I  took  at  the  start  the  families  spending  less  than 
$12  a  week,  which  is  practically  the  laborers'  group.  They  were  then 
getting  from  $9.90  to  about  $12,  depending  on  whether  they  worked 
6  or  7  days,  and  10  or  12  hours  a  day,  but  all  of  the  labor  group  came 
under  $12. 

The  figures,  as  I  found  them,  for  the  grou]>,  showed  that  they  spend 
$1.88  a  week,  on  an  average,  for  rent.  That  means,  to  translate  it 
into  terms  of  what  they  got,  two  rooms  in  an  insanitary  court. 

Most  of  these  laborers  Uve  in  the  ward  that  is  nearest  to  the  mill. 
The  houses  in  that  section  are  built  in  brick  blocks  of  three  or  four 
houses  to  the  block,  one  row  in  the  alley  and  one  in  the  street,  with 
a  small  brick-paved  court  in  between. 

Tliere  is  no  ruiminff  water  in  those  houses.  Sometimes  from  5  to  20 
families  have  to  use  the  one  hydrant  which  is  out  in  this  court.  There 
are  no  indoor  toilets.  There  is  an  unflushed  vault  in  the  back  yard, 
or  in  this  same  open  court,  wliich  is  only  flushed  by  waste  water  which 
the  famihes  pour  out  in  the  court. 

Of  course,  in  winter  it  is  not  so  impossible,  but  in  summer  the  sani- 
tary conditions  become  pretty  intolerable.  As  a  result  I  found  that 
the^  death  rate  in  that  ward  Houbled  the  death  rate  in  the  wards  on 
the  hUl  where  the  better-paid  men  Uved,  for  I  found  the  exact  birth 
and  death  rates,  and  I  found  that  for  every  three  children  bom  in 
Homestead  in  that  year  one  died  before  it  was  2  years  old. 

Of  course,  that  situation  is  complicated  in  part  %  the  overcrowding 
within  the  rooms.  As  a  matter  of  fact,  owmg  to  the  low  wage  and 
to  the  number  of  single  men  who  are  employed  in  the  mill,  most  of 
these  families  take  lodgers. 

I  may  use  as  an  illustration  one  family  where  I  visited,  where  th^ e 
was  a  man,  his  wife,  and  two  small  cluldren  living  in  two  rooms  in 
one  of  these  courts.  The  bedroom  upstairs  was  useaby  the  men  alter- 
nately, the  man  himself  being  on  the  day  shift,  and  the  two  boarders 
on  the  night  shift.  So  that  they  used  the  bedroom  in  the  daytime 
and  the  family  used  it  at  night.  It  is  obvious  there  are  some  moral 
dangers  as  well  as  physical  dangers  attendent  on  this  kind  of  faniily 
living.  And  yet,  as  you  can  see,  $1.88  a  week  does  not  provide  any- 
thing better. 
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The  Chaisman.  For  what  ? 

Miss  Byinoton.  For  rent.  It  does  not  make  it  possible  to  get  any- 
thing better  than  that,  of  anyone  is  to  have  anything  left  for  the  rest 
of  the  living  expenses. 

The  food  expenditure  of  these  families  making  less  than  $12  a  week 
was  $4.16  a  week  for  the  family. 

A  scientific  estimate  has  been  made  by  one  of  the  professors  at 
Yale  that  the  most  thrifty  housekeeper  can  provide  food  for  an  adult 
man  for  22  cents  a  day. 

The  Chairman.  That  is,  wholesome  food? 

Miss  Btinoton.  Wholesome  food,  such  as  would  maintain  physical 
efficiency.  This  $4.16  for  a  family  of  man  and  wife  and  three  chil- 
dren would  provide  18  cents  a  day,  4  cents  a  day  less  than  what  is 
recognized  to  provide  the  necessary  physical  food. 

As  a  matter  of  fact,  that  22  cents  means  that  you  must  be  an 
exceptionally  thrifty  housekepeer  and  you  must  buy  only  food  that 
has  nourishing  value.  The  Slavic  housewives  are  not  alwajs  thrifty, 
but  even  the  best  of  us  occasionally  would  Uke  somethmg  to  eat 
that  tastes  good,  even  though  it  may  not  be  nourishing. 

So  22  cents  means  very  rigid  economy  for  the  average  household, 
and  these  families  live  for  4  cents  a  day  below  that. 

The  other  items  are  harder  to  estimate,  whether  they  constitute  a 
normal  standard.  As  a  matter  of  fact,  they  spend  on  an  average  9 
cents  a  week  for  furniture,  which  makes  $4.50  a  year,  and  which 
obviously  would  provide  nothing  but  the  very  meagerest  articles  of 
furniture,  as  their  houses  bear  witness. 

Clothing  at  94  cents  a  week  means  approximately  $50  a  year, 
which,  for  a  family  of  five,  is  obviously  not  extravagant. 

Fuel  at  38  cents  a  week  means  soft  coal  and  not  natural  gas,  which 
is  what  any  family  in  Homestead  that  can  afford  it  uses. 

The  insurance  item,  interestingly,  is  very  high.  Even  the  families 
with  an  income  of  less  than  $12  a  week  pay  70  cents  a  week  in 
insurance. 

The  Chairman.  Insurance  ? 

Miss  Btinoton.  Yes. 

The  Chairman.  On  what  ? 

Miss  Byinoton.  Life  insurance;  not  furniture  insurance.  Most 
of  these  people  belong  to  fraternal  orders,  and  do  not  insure  in  regular 
life  insurance  |companies.  In  one  of  the  fraternal  orders  a  50-cent 
premium  means  about  $1,000  death  benefit,  which  would  leave  5 
cents  a  week  for  the  wife  and  three  children  for  a  funeral  benefit. 

Mr.  Bartlett.  Is  that  the  only  kind  of  insurance  they  have,  in 
fraternal  or  beneficial  orders  ? 

Miss  Byington.  Yes;  very  largely.  Of  course,  the  majoritv  of 
that  under  $12  group  are  Slavic,  and  there  are  a  good  many  Slavic 
benevolent  orders  connected  with  the  different  churches  and  different 
races,  and  they  pay  pretty  high  death  benefits.  I  think  it  is  about 
twice  as  cheap  as  regular  life  insurance  would  be  in  one  of  the  r^ular 
companies.    Of  course  it  is  correspondingly  unsafe. 

Mr.  Bartlett.  There  are  a  number  oi  companies  which  engage  in 
what  they  call  commercial  insurance,  and  send  around  their  agents  to 
laboring  people  to  secure  policies  upon  life  as  well  as  the  healtn  of  the 
workmen,  and  they  pay  so  much  a  week. 

&{r.  Reed.  That  is  what  is  caUed  industrial  insurance. 

Mr.  Bartlett.  Yes;  that  is  what  I  mean. 
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Miss  Btingtox.  As  a  matter  of  fact,  the  Slavs  use  that  yery  little. 
In  the  first  place  they  are  a  little  bit  afraid.  They  have  been  neeced, 
a  good  manj  of  them,  one  wav  and  another,  and  they  are  a  Utile 
cautious  of  insurance  argents,  about  whom  they  know  nothing.  So, 
partly  for  the  social  side  of  it,  they  have  largely  organized  these 
fraternal  insurance  orders. 

The  Chaihman.  Have  they  any  organization  other  than  fraternal 
organizations  ?    Are  there  labor  organizations  among  them  ? 

Miss  Byinoton.  No.  There  are  no  labor  organizations  at  Home- 
stead of  any  kind. 

The  Chairman.  Do  jou  attribute  this  desire  for  fraternal  insurance 
in  any  degree  to  their  mability  to  form  anv  other  character  of  organi- 
zation, fraternal  or  otherwise,  except  for  the  insurance  against  death  ? 

Miss  Byington.  I  think  that  they  care  a  great  deal  for  belonging 
to  something  that  is  friendly.  As  a  matter  of  fact,  they  come  over 
here  and  are  pretty  isolated.  They  are  practically  cut  o£F  from  belong- 
ing to  anythmg  else  in  the  community,  and  a  natural  sense  of  racial 
coherence  makes  them  want  to  have  some  sort  of  an  oi^anization 
where  they  can  meet  and  talk  things  over.  It  has  taken  this  particu- 
lar form  of  fraternal  orders.  Of  course,  another  item  is  that  they  have 
no  margin  for  sickness. 

The  Chairman.  No  what? 

Miss  Byinoton.  No  margin  to  save  for  sickness.  Of  course,  acci- 
dents are  pretty  frequent,  even  minor  ones  that  do  not  warrant  any 
formal  compensation.  But  such  accidents  as  a  crushed  finger  or  a 
twisted  anUe  are  very  frequent  with-  steel  workers,  and  a  man  may 
be  out  of  work  for  several  weeks,  besides  the  ordinary  danger  of  sick- 
ness. These  fraternal  orders  give  a  fairly  large  sick  benefit,  as  well 
as  the  death  benefit.  There  is  also  that  element  which  enters  in,  to 
make  them  prefer  that  to  industrial  insurance. 

It  also  means  a  certain  recognition  when  they  go  to  another  com- 
munity. These  are  national  organizations,  and  not  local  ones.  They 
give  cards,  and  if  any  man  travels  to  another  place  to  seek  a  job  he 
takes  a  card  from  his  fraternal  order.  It  is  very  much  the  same  prin- 
ciple as  the  ordinary  fraternal  association. 

The  Chairbian.  As  I  understand  you,  then,  in  so  far  as  that  organi- 
zation is  concerned,  it  supplies  those  benefits  and  that  protection 
which  is  secured  by  a  labor  organization. 

Miss  Btington.  Yes;  plus,  of  course,  a  larger  amount  of  insurance 
than  a  labor  organization  would  ^ve.    It  h  tne  two  things  together. 

Mr.  Babtlett.  There  are  certam  kinds  of  labor  organizations,  Kke 
those  of  conductors  and  trainmen,  that  also  have  these  benefits, 
which  they  give  to  their  members,  death  and  sick  benefits,  and  also 
insurance  benefits,  are  there  not  f 

Miss  Byinoton.  Yes;  although  not  to  the  same — I  ought  not  to 
answer  that,  because  I  am  not  sure  whether  they  ever  give  as  much 
as  a  thousand  dollars. 

The  Chairman.  Most  of  the  labor  organizations  have  very  little 
insurance  features  about  them,  except,  of  course,  in  connection  with 
dangerous  businesses. 

A&.  Baktlbtt.  Yes.     I  referred  to  conductors  and  trainmen. 

Miss  Byinoton.  I  secured  the  figures  from  about  nine  of  the  Slavic 
benefit  societies,  which  were  active  in  Homestead,  some  of  them  hav- 
ing four  and  five  hundred  members  in  Homestead.  Those  figures 
were  hard  to  get  definitely;  that  was  simply  as  far  as  I  could  find  out 
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about  them,  which  indicates,  in  a  town  of  25,000,  a  pretty  good  devel- 
opment of  that  fonn  of  insurance. 

The  Chairman.  You  have  described  the  startling  sanitary  condi- 
tions at  Homestead,  especially  among  the  children.  Did  you  notice 
in  your  investigation  in  this  region  the  physical  appearance  of  the 
children  of  these  laborers,  whether  they  were  ruddy  and  well  nourished, 
what  opportunities  did  they  have  for  schooling  and  exercise  ?  What 
was  their  general  appearance,  character,  and  condition  ?  I  would  like 
you  to  ten  tiie  committee  what  you  noticed. 

Miss  Btikgton.  The  babies  are  pretty  white.  There  is  not  a  great 
deal  of  fresh  air  and  sunlight  down  in  that  second  ward.  The  mill- 
property  comes  more  or  less  like  that  [indicating]  aiH>und  two  sides 
of  the  second  ward.    Of  course,  the  smoke  is  very  heavy,  and  it  is 

Eretty  depressing  atmosphere  there.  I  stayed  there  six  weeks  and 
ad  to  go  to  a  sanatorium,  so  I  speak  feelinely  on  the  subject  of  the 
effect  it  has  on  one's  physical  well-being  to  live  in  that  smoke-laden 
atmosphere. 

The  CHAiBif  AK.  It  is  on  the  banks  of  the  river,  and  there  is  a  high 
bluff  on  either  sidef 

Miss  Btington.  Yes.  The  river  runs  alon^  here  [indicating],  and 
there  is  quite  a  steep  hill  over  here  [indicatmg].  Originally^  when 
the  mill  was  small,  the  mill  and  town  occupied  a  level  space  m  here 
[indicating].  But  the  mill  is  taking  in  steaaily  more  property  in  that 
level  spot.  Of  course,  as  the  mill  grows  the  population  is  growing, 
and  consequently  there  is  less  and  less  of  level  space  for  the  people  to 
live  in.  This  hill  is  a  very,  very  steep  hill  to  have  to  climb,  so  that 
there  is  a  tendency  to  a  congestion  of  population  dovm  there  on  that 
little  level  space,  to  get  away  from  the  steep  hill. 

Then,  of  course,  there  is  a  bluff  on  the  other  side  of  the  river,  and 
that  means  the  smoke  stays  rather  heavily  between  these  two  bluffs. 
As  a  matter  of  fact,  Braddock,  Duquesne,  and  McKeesport  are 
towns  above  Homestead,  and  they  are  all  steel  towns.  So  if  thwe  is 
any  wind  either  up  or  down  the  nver  it  is  carrying  smoke  both  ways. 

The  Chairman.  And  the  fumes  from  the  furnaces  f 

Miss  Btington.  Yes.  Incidentally,  while  I  am  talking  about  the 
river,  I  might  mention  the  fact  that  Homestead  gets  its  water  from 
the  Monongahela  River.  Connellsville  and  McKeesport,  the  two 
cities  next  above,  empty  their  sewerage  into  that  river.  Practically 
all  water,  they  say,  gets  used  up  in  the  j^rocesses  of  steel  making 
before  it  sets  down  and  that  puts  so  much  sutohuric  acid  into 
the  water  mat  it  kills  the  water  and  there  is  practicauy  no  t3rphoid  in 
Homestead.  But  somehow  the  idea  of  sulpnuric  acid  plus  sewerage 
in  water,  even  though  it  does  not  produce  typhoid,  is  not  alluring. 

They  have  a  filtration  plant,  but  it  is  not  adequate.  One  of  the 
physicians  in  the  town,  a  member  of  the  bosard  of  health,  told  me  that 
when  the  filtration  wells  were  not  adequate  they  just  pumped  the 
iver  water  right  in.  Nobody  drinks  it,  practicaUy,  if  they  can  help 
it.  The  poorer  people  do  have  to,  but  where  it  is  possible  they  filter 
it.  Of  course,  the  families  who  can  afford  to  do  so  buy  straight 
bottled  water. . 

Mr.  Baktlbtt.  How  far  are  those  towns  above  this  place,  tiiat 
empty  their  sewerage  into  the  river  ? 

Miss  Btinoton.  McKeesport,  I  should  say,  was  1 0  or  1 5  miles  above. 

Mr.  Babtlett.  Is  that  the  nearest  ? 


3038  UNITED  STATES  STEEL  COBPOBATION. 

Aliss  Byington.  There  are  two  small  towns,  Braddock  and  Du- 
quesne.  in  between.  McKeesport  has  a  population  of  about  50,000, 
Connellsville,  which  perhaps  is  a  ride  of  one  hour  up  the  river,  has 
about  25,000  population. 

Mr.  Babtlbtt.  The  nearest  is  about  10  miles  ? 

Miss  Btington.  Yes,  except  for  the  two  other  villages. 

To  go  back  to  the  children,  there  is  not  any  place  to  play  in  the 
second  ward.  Of  course  there  is  plenty  of  play  space  at  the  top  of 
the  bluff.  The  town  of  Homestead  itself  extends  about  to  the  top 
of  this  hill  and  a  Httle  way  over.  There  is  plenty  of  space  if  you 
get  back  into  that  country,  but  it  means  a  pretty  long  climb  for 
Httle  tots,  so  that  practicaUy  the  small  children  have  no  place  to 
play  in  but  these  courts  which  are  already  preempted  by  the  sanitary 
arrangement  of  the  household,  and  it  is  not  much  of  a  play  space. 

As  far  as  the  schools  are  concerned,  the  public  schools  of  Home- 
stead, I  think,  are  very  good.  Munhall,  which  is  the  borough  wh^« 
the  steel  mill  proper  is,  is  still  better.  But  the  trouble  with  the 
Slavic  children  is  that,  as  a  matter  of  fact,  most  of  them  go  to  paro- 
chial schools,  and  some  of  those  are  pretty  poor. 

Each  of  the  nationalities  has  its  own  parish.  There  is  the  Polish 
Church,  the  Lithuanian,  the  Slavic  Cnurch,  and  the  Hungarian 
Church.  Each  one  of  those  has  its  own  parochial  school,  where  the 
children  are  largely  taught  in  the  language  of  those  people.  I  think 
it  is  one  of  the  unfortunate  thin^,  since  it  means  that  the  Slavic 
children  are  not  getting  to  know  English  very  much  or  to  come  in 
contact  with  other  people  in  the  community. 

Mr.  Young.  They  would  be  taken  into  the  public  schools  if  they 
would  S^' 

Miss  jByington.  Oh,  yes ;  it  is  personal  preference  that  the  church 
keeps  hold  of  them. 

Au*.  Reed.  There  is  a  very  excellent  training  school  in  Homestead. 

Miss  Byinqton.  There  is  manual  training  in  the  public  schools  and 
there  is  the  Schwab  School.  The  Schwab  School  is  very  excellent, 
and  children  from  the  ninth  grade  of  the  parochial  schools  are  allowed 
to  go  there,  so  that  they  get  that  advantage  of  the  public  schools. 

The  Chairman.  You  have  spoken  of  the  condition  of  the  children. 
I  would  like  you  to  describe  the  condition  of  these  homes.  You  have 
already  referred  to  their  overcrowded  condition.  Explain  about  that, 
please.  How  many  people  stay  in  a  room ;  how  many  rooms  there  are 
m  the  average  house;  the  condition  as  to  cleanliness  and  privacy,  and 
all  that  sort  of  thing. 

Mr.  Beed.  Does  the  chairman  still  feel  that  this  is  relevant  to  the 
inouiry  authorized  by  Congress  1 

The  Chaibman.  Yes. 

Mr.  Babtlett.  What  did  you  say  ? 

Mr.  Reed.  I  asked  the  chairman  if  he  thought  that  testimon}^  as  to 
where  the  Slavic  children  played,  and  other  things  in  connection  there- 
with, was  relevant  to  the  inquiry  authorized  by  Congress. 

The  Chairman.  That  is  just  simply  an  incident. 

Miss  Byington.  I  made  a  special  study  of  about  20  of  these  courts 
in  order  to  get  the  facts  as  to  the  general  conditions  outside  of  the 
individual  families  that  I  was  visiting. 

Mr.  Beall.  Were  you  looking  for  extreme  cases  when  you  wert 
making  that  investigation  ? 
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Miss  Byington.  I  think  perhaps  the  way  I  got  the  families  would 
indicate  that  I  was  taking  ^v'hat  I  could  get.  Tne  Slavic  families  were 
secured  for  me  by  one  of  their  own  people.  She  had  been  an  inter- 
preter in  the  courts  and  was  also  an  interpreter  for  the  mill.  In  deal- 
mg  with  the  individual  families  she  did  not  know  what  I  wanted.  1 
mean  she  had  no  background,  she  had  no  interest  in  social  problems; 
she  was  simply  hired  by  me  to  go  and  get  accounts  for  me,  because 
they  trusted  her  and  they  would  not  have  trusted  me.  They  would 
have  been  suspicious  of  ^stranger  coming  in.  I  left  it  entirely  to  her 
to  pick  out  her  families,  except  to  say  that  I  wanted  to  get  particulnar 
types. 

She  belonged  to  one  of  the  oldest  and  best-known  Slavic  families 
in  Homestead.  The  people  she  knew  were  mostly  her  personal 
friends,  and  I  would  say  that  as  far  as  the  budgets  were  concerned,  the 
people  she  was  likely  to  choose  were  far  above,  or  were  at  least  above, 
the  average  Slavic  lamily  in  Homestead.  The  other  families  I  took 
as  I  could  get  them  from  clergymen.  I  had  to  have  some  introduc- 
tion. As  you  can  imagine  it  was  hard  to  go  in  and  ask  a  person  to 
keep  details  of  their  family  expenditures.  It  was  a  little  difficult  to 
say  the  least.  I  got  the  clergymen  to  take  me  to  what  they  considered 
merely  representative  famihes  in  their  parishes.  Then  they  referred 
me  to  their  friends 

Mr.  Beall.  Now,  the  description  you  are  about  to  give  as  to  the 
condition  of  these  courts — ^are  those  m  your  judgment  representative 
cases! 

Miss  Byington.  No. 

Mr.  Beaix..  Or  are  thev  extreme  in  any  way  ? 

Miss  Byington.  No.  ^hese  courts  were,  1  should  say,  probably 
the  worst  things  in  Homestead.  In  that  case  we  were  aefinitely 
attempting  to  mid  out  how  bad  it  could  get.  They  were  representa- 
tive ol  the  worst.  I  mean,  we  did  not  pick  out  all  the  worst  ones,  but 
they  do  represent  the  worst  conditions  in  Homestead. 

In  those  20  courts  there  were  about  239  families,  and  of  these  102 
were  taking  lodgers.  It  was  among  those  102  families  that  we  found 
the  worst  conditions. 

Seventy-one  of  those  102  were  living  in  two  rooms,  so  that  there  a 
third  of  tne  families  in  these  courts  lived  in  two  rooms  and  still  took 
lodgers.  That  of  itself  is  sufficient  indication  that  the  conditions  were 
distmctly  undesirable.  One  can  not  possibly  have  a  family  and  live 
in  two  rooms  when  you  have  lodgers  at  the  same  time. 

Mr.  Reed.  These  were  all  Slavs,  were  they  ? 

Miss  Byington.  Yes.  It  means  a  practically  impossible  burden 
for  the  housewife.  It  means  demoralization  morally,  I  think,  in 
many  instances,  and  it  certainly  means  overcrowding. 

The  Chairman.  How  many  people  would  you  find,  as  a  rule,  living 
in  the  two  rooms  ? 

Miss  Byington.  Of  those  102  famiUes  I  found  all  but  15  had  three 
or  more  persons  to  the  room.  Of  the  famiUes  not  taking  lodgers,  the 
remainder  of  the  239,  about  half  had  three  or  more  persons  to  the 
room. 

The  Chaibhan.  What  was  the  size  ? 

Miss  Byington.  I  should  say  about  12  by  14.  I  am  not  a  very 
good  mathematician,  and  I  never  measured  one.  They  arc  small 
rooms.     Mv  recollection  is  that  in  some  of  them  I  saw  four  double 
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beds  in  a  room.  Where  the  single  men  were  lodging  in  largo  numbers, 
you  had  to  crawl  over  the  beds.  That  perhaps  will  indicate  the  gen- 
eral size.  ' 

The  Chairman.  That  is,  one  fellow  had  to  crawl  over  the  other 
fellow's  bed  to  get  into  his  ? 

Miss  Byington.  If  you  got  four  double  bed«i  in. 

Mr.  Reed.  What  is  the  rate  of  board  paid  generally  ? 

Miss  Byington.  For  the  single  men  they  pay  S3  a  month  for  a 
room.  4 

The  Chairman.  You  mean  for  a  bed  ? 

Miss  Byington.  Well,  yes;  for  a  bed;  for  a  place  to  sleep.  As  a 
matter  of  fact,  they  do  not  board,  they  lodge,  and  the  food  arrange- 
ments are  rather  amusing.  That  is,  the  boarding  boss  buys  food  for 
the  crowd  and  then  divides  it  up.  At  the  end  of  the  month  each 
man  payB  his  share.  Then  if  he  wants  any  extra  delicacies  he  can 
order  them.  They  keep  a  special  account  and  by  an  elaborate  system 
they  arrive,  at  the  end  of  the  month,  at  each  man's  share  of  the 
expenses  for  the  household. 

Mr.  Young.  What  does  the  board  and  food  amount  to  ordinarily  ? 

Miss  Byington.  I  have  a  budget  of  one  family  here,  if  I  can  find  it. 
In  this  instance  it  was  a  little  over  $1  a  week  for  food,  perhaps  nearer 
to  $1.25. 

The  Chairman.  For  man  1 

Miss  Byington.  For  each  man.  The  single  men  undoubtedly 
live  very  cheaply  there,  as  you  can  see,  with  $3  a  month  for  a  place  to 
sleep  and  $1.25  a  week  for  food.  That  is  cheap  living,  and  they 
undoubtedly  are  fairly  prosperous.  Most  of  them  are  saving  money 
either  to  send  for  their  families,  or  to  have  a  chance  to  get  married 
over  here. 

Mr.  Young.  Did  you  not  get  exact  figures  on  some  of  these  ? 

Miss  Byington.  Of  single  men  ? 

Mr.  Young.  Yes. 

Miss  Byington.  I  was  not  much  interested  in  them,  because  I  was 
really  studying  the  family  problem,  rather  than  the  problem  of  the 
single  day  laborer. 

In  this  particular  instance  these  men  were  paying  S3  a  month 
board  and  $1.06  a  week  for  their  share  of  the  genersd  amount,  plus 
certain  items  for  their  own  personal  use,  which  averaged  about  $8  a 
month  for  their  food.  With  $3  a  month  for  their  lodging,  this  gave 
them  a  total  living  expense  of  about  $11  a  month.  That  is  just  a 
single  instance. 

Mr.  YoncjNG.  Then  these  extras  were  pretty  nearly  half  of  their 
expense  1 

Mr.  Reed.  The  extras  mostly  came  in  bottles. 

Miss  Byington.  This  did  not  include  the  bottles,  Mr.  Reed.  I 
kept  the  bottles  in  a  separate  expense  account. 

Mr.  Young.  Have  you  that? 

Miss  Byington.  That  is,  how  much  they  drink? 

Mr.  Young.  Yes. 

Miss  Byington.  Yes;  and  it  is  high  among  the  Slavs,  10  families 
spending  an  average  of  65  cents  a  week. 

The  Chairman.  Speaking  of  the  beer,  is  their  beer  taken  with 
their  meals  ? 
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Miss  Byington.  Yes;  practically  all  of  them. 

The  Chairman.  Can  tney  affora  on  that  wage  to  buy  milk  at  the 
price  at  which  it  is  sold  at  Homestead  f 

Miss  Byington.  They  do  not  buy  it.  Of  course,  they  can  not 
afford  to  get  milk  that  is  good.  They  pay  mostly  5  cents  a  quart, 
which  is  milk  that  is  not  drinkable. 

The  Chaibman.  Is  that  skimmed  milk,  at  5  cents  a  quart  ? 

Miss  ByinOTon.  Why,  yes.  I  do  not  know  that  it  is  so  treated, 
but  if  you  look  at  it,  it  eertainly  is  pretty  blue. 

Mr.  Babtlbtt.  Skimmed  ana  watered,  I  expect. 

Mr.  Gardner.  How  much  is  beer  in  Pittsburgh  or  in  Homestead  t 

Miss  Byington.  I  am  sorry  to  say  I  don't  know. 

Mr.  Gardner.  Is  that  more  than  5  cents  a  quart  ? 

Miss  Byington.  I  have  not  any  figures  whatever. 

The  Chaikhan.  Do  thev  have  their  beer  with  their  meals  t 

Miss  Byington.  What  happens  is  this :  As  I  think  you  all  know, 
those  people  do  use  it  pretty  steadily  at  home,  as  part  of  their  living, 
and  in  addition  there  is  a  good  deal  of  drinking  among  the  Slavs.  A 
popular  thing  to  do  is  to  buy  a  keg  of  beer  Saturday  night  and  have 
a  good  time.  They  bring  that  home,  and  especially  in  the  lodging 
house  where  the  smgle  men  live,  they  buy  it  jointly  and  bring  it 
home  and  have  a  high  old  time  Saturday  night.  I  think  one  nas 
to  accept  at  the  same  time  the  fact  that  there  is  no  other  kind  of  a 
good  time  those  Slav  men  do  have. 

Practically  the  only  entertainment  that  Homestead  offers  is  mov- 
ing-picture dhows  and  vaudeville  of  the  10-cent  kind.  Of  course, 
for  anything  that  means  a  knowledge  of  English  they  can  not  under- 
stand, I  do  not  imagine  that  moving-picture  shows  that  concern  them- 
selves with  American  conditions,  are  very  intelligible  to  them, 
although  they  do  go  somewhat.  With  that  exception  they  have  no 
other  entertainment. 

I  would  like  to  read,  if  I  may,  just  two  items  from  my  book.  As  I 
say,  this  Slavic  investigator  of  mine  did  not  know  what  I  wanted.  I 
asked  her  to  dictate  some  facts  about  the  families,  and  she  dictated 
this  about  their  amusements.    Here  is  one  instance: 

They  do  not  go  to  amusements  of  any  kind  on  account  of  being  so  poor  and  feel  so 
badly  after  they  have  finished  their  day's  work. 

Here  is  another  one: 

The  families  have  no  amusements  outside  of  their  own  home,  simply  because  they 
can  not  afford  it.  They  would  like  to  be  able  to  go  to  some  place  of  amusement  if  they 
could,  and  ffpend  their  Sundays  9jL  home  in  a  pleasant  way.  The  mother  and  children 
go  to  church  every  Saturday  evening  to  say  the  rosary,  which  is  one  of  their  chief 
pleasures. 

It  is  a  pretty  narrow  life  for  these  Slavic  families.  Whether  one 
a^ees  with  their  method  of  using  what  spare  money,  which  they 
might  use  in  another  way.  that  is  undoubtedly  the  tmng  they  do; 
that  is,  to  get  together  in  tne  evening  and  play  cards  and  drink  beer. 

Mr.  YotTNG.  'flie  social  element  is  a  great  inducement. 

Ifiss  Byington.  That  is  their  way  of  having  a  good  time. 

The  Chairman.  Do  you  know  what  the  Slavs  take  in  their  pails  to 
the  mills  for  their  dinners  ?  I  was  told  by  Mr.  Fitch,  I  beUeve,  that  a 
Slav's  dinner  consisted  of  a  herring,  rye  bread,  and  a  modicum  of 
beer.     Did  you  investigate  that  ? 
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Miss  Byington.  I  did  not  go  into  that. 

Mr.  Babtlett.  Did  you  investigate  the  condition  of  people  who 
were  not  Slavs  or  foreigners  ? 

Miss  Byington.  Of  course  I  have  been  giving  the  black  side  of 
the  picture.  The  brighter  side  is  the  condition  among  the  better- 
paid  workingn^en,  who  are  Americans,  who  have  perhaps  as  whole- 
some a  home  life  as  you  would  find  anywhere. 

Mr.  Bartlbtt.  When  you  found  an  American  family  you  found 
better  conditions  and  higher  wages,  did  you  ? 

Miss  Byington.  Yes.  Of  course  there  are  a  few  Americans  who 
are  still  drawing  laborers'  pay. 

Mr.  Bartlett.  Amongst  those  did  you  make  investigations? 

The  Chairman.  By  laborer  you  mean  unskilled  laborer? 

Miss  Byington.   i  es,  sir. 

Mr.  Bartlett.  Did  vou  make  some  investigation  along  these  same 
lines  of  the  American  laborers,  either  black  or  white,  that  got  about 
the  same  pay  that  these  people  get  ? 

Miss  Byington.  Yes.  The  complication  there  is  that  I  tliink 
most  of  the  Americans  who  earn  a  day-laborer  wage  were  not  over 
thrifty  folk.  That  is,  the  more  intelligent  Americans  were  undoubt- 
edly the  men  who  were  in  the  higher  grade,  who  were  earning  bet- 
ter pay. 

Jar.  Bartlett.  Probably  that  is  not  only  true  in  this  countrv^  but 
in  any  country  where  the  American  goes,  in  labor. 

Miss  Byington.  Yes.  Of  course  that  means  that  the  Americans 
who  were  making  less  than  $12  a  week,  who  were  very,  very  few, 
were  not  the  type  of  those  who  would  be  prosperous  anywhere. 

Mr.  Young.  Tlxey  were  rather  the  ne'er-do-wells  ? 

Miss  Byington.   les. 
f^  Mr.  Bartlett.  Were  tlieir  conditions  of  home  life  about  the  same 
as  amongst  the  foreigners  ? 

Miss  Byington.  I  had  one  rather  startling  exception.  I  did  visit 
one  family  where  the  man  was  working  for  $1.98  a  day,  and  the  woman 
was  the  daughter  of  a  Pennsylvania  Dutch  farmer.  ITiey  certainly 
did  Iiave  a  marvelous  home  on  that  much  money.  But  she  was  the 
rare  exception.  She  was  a  woman  who  had  been  brought  up  in,  I 
suppose,  the  thriftiest  group  of  people  that  the  country  afforas,  just 
about,  and  she  has  carried  it  into  her  home  life  there  in  Homestead. 
She  did  have  a  very  thrifty  home,  but  that  was  rather  an  exceptional 
instance. 

Mr.  Bartlett.  Then  you  think  the  manner  of  living  is  due,  in  a 
great  measure,  to  the  nationality?  To  what  do  you  attribute  this 
oifTerence  in  tjie  manner  of  livmg  between  the  foreigner  and  Uie 
American  who  has  the  same  opportunity  and  the  same  wages  ? 

Miss  Byington.  That  is,  I  say  this  one  woman  was  the  exception. 
I  should  say  there  were  so  few  Americans  who  were  getting  the  low 
wage  that  you  could  hardly  generalize  on  them.  Most  of  the  Ameri- 
cans I  visited  were  people  who  were  making  from  $2  to  $4  a  day.  My 
data  do  not  indicate  especiallv  racial  differences,  except  in  one  par- 
ticular, and  that  is  that  all  tne  way  through  I  found  the  American 
spent  more  money  for  rent  and  the  Slavs  spent  more  money  for  food. 
Apparently  on  these  lower  wages  you  could  not  have  all  you  wanted 
oi  both,  and  the  American  had  the  standard  of  wanting  some  privacy 
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and  decency  in  his  home,  even  if  be  had  to  skimp  a  little  on  the  food 
side,  while  the  Slav  had  less  idea  of  a  sanitary  and  wholesome  home, 
but  was  bound  to  have  enough  to  eat. 

The  Chaibman.  The  Amencan  puts  up  a  decent  appearance,  even 
if  he  had  to  go  hungry  to  have  it. 

Mr.  Bartlett.  No;  he  was  wiUing  to  make  sacrifices  in  order  to 
have  a  good  home.     That  is  the  way  I  understand  Miss  Byington. 

Miss  Byington.  It  is  a  question  of  whether  you  can  Uve  in  a 
sanitarv  house  on  that  wage  and  have  enough  to  eat. 

Mr.  Young.  Was  there  any  evidence  that  these  Americans  who 
did  I^ave  better  home  conditions  were  illy  nourished,  or  did  not  have 
enough  to  eat? 

Miss  Byington.  I  do  not  like  to  generalize  because  I  did  not  see 
enough  of  them,  of  Americans  who  were  on  the  low  wage. 

Mr.  Young.  Is  it  not  true  that  the  difference  which  you  saw  is 
largely  a  difference  in  intelligence  ? 

Miss  Byington.  I  think  it  undoubtedly  is,  in  a  measure. 

Mr.  Young.  The  American  makes  more  of  conditions,  whether 
they  are  good  or  bad.  He  knows  how  to  use  what  Uttle  or  however 
much  he  may  have  better  than  the  ordinary  foreigner. 

Miss  Byington.  I  think  it  is  undoubtly  true.  Of  course  the  exact 
amount  of  difference  which  that  makes  is  very  hard  to  tell  unless  you 
have  known  a  much  larger  number  of  famUies  than  I  know. 

The  Chaibman.  You  have  carefully  analyzed  these  conditions; 
you  have  taken  tliis  $10  a  week  wage  that  is  paid  for  common  labor, 
whether  done  by  an  American  or  done  hj  a  Slav  or  by  a  German  or  a 
Polo,  or  what  not,  and  you  have  generalized  it  from  the  expenditures 
of  90  families,  each  trying  to  get  the  most  out  of  his  money. 

Now,  from  your  experience,  your  practical  experience,  studying 
the  accounts  and  visiting  the  homes,  inspecting  the  homes,  is  it  pos- 
sible for  an  American,  much  vaunted  as  he  is — the  best  praised  and 
the  poorest  paid  man  in  the  world  is  the  American  laborer;  I  mean 
unsBlled — ^is  it  possible  for  an  American  laborer,  or  any  other  laborer, 
on  that  wage,  to  have  the  comforts  of  life,  and  to  have  sufficient 
nourishing  food  and  clothing  that  would  protect  his  family  from  the 
elements,  by  any  degree  of  economy,  and  by  denying  himself  from 
pleasure  and  luxury  ? 

Miss  Byington.  No. 

The  Chairman.  That  is  what  I  want  to  get  at. 

Mr.  Reed.  Is  that  condition  pecuUar  to  the  steel  industrv,  or  do 
you  find  it  in  all  the  other  laborers,  by  whomever  employed  f 

Miss  Byington.  I  should  say  that  no  man  could  ever  do  it  on  $10 
a  week,  in  so  far  as  that  is  a  laborer's  wage. 

The  Chairman.  In  the  city  of  Pittsbui^h  ? 

Mi.ss  Byington.  In  the  city  of  Pittsburgh.  My  figures,  taken  from 
the  bulletin  of  the  Department  of  Labor,  companng  the  cost  in  differ- 
ent cities,  showed  that  the  Pittsburgh  prices  were  higher  than  those  of 
any  of  the  big  cities  of  the  countiy,  higher  than  New  York  and 
materially  higher  than  Chicago. 

The  Chairman.  Have  you  tabulated  any  figures  showing,  either 
from  your  own  investigation  or  the  investigation  of  the  bureau  of 
charitios,  how  much  is  necessary  to  provide  for  a  man's  wife  and  three 
rhildron  the  bare  necessities  of  Hfe  m  the  city  of  Pittsburgh  ? 
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Miss  Byington.  The  figures  that  I  have,  which  may  be  interesting, 
are  from  the  Chamber  oi  Commerce  of  Pittsburgh.  They  show  it 
takes  $11.88  a  week  to  provide  proper  food  for  a  family  of  five. 

The  Chairman.  Proper  food,  without  anything  else,  without  rent 
or  clothing  1 

Miss  Byington.  Those  are  the  figures  of  the  chamber  of  commerce 
as  to  prices  in  Pittsburgh.  They  made  a  careful  budget  of  how  much 
the  family  ought  to  have,  and  that  amounts  to  $11.88. 

Of  course,  I  do  not  agree  with  the  chamber  of  commerce.  I  think 
that  is  putting  it  higher  than  any  day  laborer's  family  ought  to  expect 
to  go;  out  stul  it  may  indicate  that  the  chamber  of  commerce  does 
not  think  that  $4.64  a  week  is  an  exorbitant  amount  to  spend  for  food. 

Mr.  Babtlett.  Is  not  the  desire  of  the  forei^er  to  save  money, 
so  that  he  can  return  to  the  country  from  which  he  came,  a  reason 
why  they  live  in  these  conditions  t 

Miss  Syington.  They  Uke  to  buy  houses.  They  do  save  to  go 
back;  but  I  find  more  of  thwn  saving  to  buy  houses. 

Mr.  Babtlett.  Is  it  not  a  fact  that  Americans  who  are  receiving 
about  the  same  wage  as  these  foreign  laborers  prefer  rather  to  expend 
their  wage  in  having  as  comfortable  a  home  as  they  can  have,  and  is 
it  not  the  disposition  of  the  Slav  to  submit  to  those  disconoiorts  and 
privations  so  ne  can  save  his  money  ? 

Miss  Byington.  I  think  that  perhaps  the  taking  of  lodgers  is 
somewhat  to  save  money,  and  yet  I  found  very  much  the  same 
condition  existing  in  families  that  had  no  bank  account 

Mr.  Babtlett  (interposing).  You  give  an  instance  here  in  your 
book,  on  page  39.     This  is  not  the  day  laborer,  however — 

Among  the  steel  workers  eaminff  |15  to  $19.99  were  two  Slavs  and  a  Scotchman 
who  were  heli>er8  at  the  open-hearth  furnaces,  an  Irish  machuust,  one  American  with 
a  good  "pencil  job,"  ana  another  who  did  seiniskilled  work  at  the  roll.  The  port 
wmch  personal  choice  paid  in  spending  when  incomes  are  large  enough  to  give  some 
margin  was  illustrated  dv  the  families  of  the  men  in  this  group.  Here  an  American 
on  we  clerical  staff  of  the  mills,  with  a  cle\'er  wife  and  two  smaU  children,  saved 
little,  for  they  had  chosen  insteiad  to  have  an  attractive  five-room  house;  there  a 
Slav,  with  the  same  income  and  the  same-sized  family,  lived  in  two  rooms,  which 
were  shared  by  two  lodgers,  and  already  had  a  bank  account  of  $400. 

That  would  rather  indicate  where  they  received  about  the  same 
wages  that  the  American  spent  his  in  comfort,  and  the  other  in  tiring 
to  save  for  some  purpose  his  money  rather  than  have  his  family  in 
comfort. 

Miss  Byington.  The  matter  of  saving  is  usually  to  buy  a  house. 
May  I  remind  you  that  those  cases  are  not  day  laborers.  That  is  not 
a  case  where  a  day  laborer  is  attempting  to  buy  a  house. 

Mr.  Bartlett.  It  is  true  of  men  who  get  more  wages  and  are  able 
to  do  it,  wliile  these  others  lived  in  the  same  two-room  house  and 
kept  lodgers 

Miss  Byington  (interposing) .  There  is  undoubtedly  a  difference  of 
standard  in  the  two  races,  but  it  does  not  affect  the  fact  that  they 
can  not,  either  of  them,  do  it  on  the  low  wage.  I  mean  that  they 
can  not  either  of  them  live  normally. 

Mr.  Beall.  What  is  the  lowest  wage  you  know  of  that  these  for- 
eigners receive  ? 

Miss  Byington.  I  tliink  only  about  2  per  cent  of  the  Slavs  in  the 
mills  are  skilled  workmen.     I  can  not  answer  it  definitely. 
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Mr.  Beall.  Take  one  of  the  skilled  workmen.  Did  you  investigate 
to  see  how  such  people  were  living? 

Miss  Byinoton.  I  know  one  or  two  rather  prosperous  Slav  fami- 
lies, who  were  making  rather  a  fair  home.  Two  of  them  owned  their 
houses. 

Mr.  Beall.  Did  they  take  lodgers  ? 

Miss  Btinoton.  No.  One  of  the  families  had  a  five-room  house, 
and  I  believe  they  took  two  roomers. 

Mr.  Beall.  What  conditions  prevailed  in  that  house? 

Miss  Byington.  May  I  ask  ^ou  to  look  at  a  picture,  on  page  163, 
which  is  a  picture  of  one  of  their  rooms,  the  lower  of  the  two  pictures  ? 
It  has  quite  fine  leather  covered  furniture. 

The  Chairman.  These  Slavs,  then,  where  they  have  the  money, 
have  no  particular  objection  to  comfort  ? 

Miss  Byinoton.  Apparently  not. 

The  Chairman.  Tney  have  no  antipathy  to  living  decently  if 
they  can  ? 

Miss  Byington.  That  is  true. 

The  Chairman.  They  live  in  this  saualor,  as  you  describe  it,  in 
these  crowded  and  dirty  beds  and  unnealthy  places,  because  they 
either  want  to  save  to  go  back  to  Europe  and  get  their  families,  or 
because  they  want  to  be  able  to  provide  a  home  and  live  here  ? 

Mr.  Beall.  This  is  a  picture  of  a  family  that  has  been  here  for 
20  years.  Do  vou  think  that  residence  in  this  countrv,  for  that 
len^h  of  time,  nad  anjr  influence,  any  effect,  on  their  mode  of  life? 

Miss  Byington.  I  think  so;  undoubtedly.  One  thing  that  has  to 
be  taken  into  consideration  with  these  Slavs  is  that  most  of  them 
come  from  peasant  villages  in  the  old  country,  and  I  think  thej  do 
not  understand,  when  they  first  come,  the  dmerence  between  hving 
in  two  rooms  when  it  is  in  a  village,  with  all  outdoors  outside,  from 
what  it  is  to  live  in  two  small  rooms  when  vou  are  crowded  in  near  a 
court  with  many  other  people.  If  you  take  our  own  fanning  com- 
munities, for  instance,  certain  of  their  sanitary  standards  are  diff- 
erent from  our  own,  because  they  are  not  in  a  crowded  place.  I 
think  the  Slavs  have  to  learn  that  American  standards  are  somewhat 
different  and  that  city  standards  have  got  to  be  different. 

Mr.  Beall.  Have  you  ever  made  any  investigation  as  to  their 
mode  of  living  in  their  native  country  ? 

Miss  Byington.  No;  I  know  very  little  about  it. 

Mr.  Reed.  It  is  a  fact  that  the  death  rate  of  south  European 
nations  is  more  than  twice  as  high  as  that  of  the  northern  European 
nations;  is  it  not? 

Miss  Byington.  I  do  not  know. 

Mr.  Reed.  I  saw  that  published  in  a  newspaper  yesterday. 

In  that  connection  I  would  like  to  call  the  attention  of  the  com- 
mittee to  the  fact  that  the  British  Board  of  Trade  made  an  investiga- 
tion into  the  relative  cost  of  Uving  in  the  various  cities  of  the  United 
States,  and  I  have  here  an  abstract  of  their  report,  which  shows  that 
the  food  prices  in  Pittsburgh  are  3  per  cent  higher  than  those  of 
Cleveland,  5  per  cent  higher  than  those  of  BaRimore,  6  per  cent 
higher  than  those  of  Philadelphia,  and  8^  per  cent  higher  than  those 
of  Chicago. 

Mr.  Beall.  How  much  under  the  food  prices  in  Washington  ? 
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Mr.  Reed.  I  do  not  think  they  investigated  Washington,  because 
there  is  not  much  work  done  in  Washington. 

Mr.  Beall.  Have  you  ever  made  any  investigation  elsewhere  as 
to  the  mode  of  living  of  people  of  about  the  same  nationality  engaged 
in  other  lines  of  industry  at  other  places  ? 

Miss  Byington.  Not  as  to  the  cost  of  living. 

Mr.  Beall.  As  to  the  condition  of  living  ? 

Miss  Byington.  Only  in  a  general  way. 

Mr.  Beall.  Take  Philadelphia  or  New  York  or  Chicago.  Have 
you  ever  made  any  investigation  as  to  the  conditions  prevailing 
there  among  the  poorer  class  of  people,  so  as  to  be  able  to  institute 
a  comparison  between  the  conditions  you  are  describing  and  the 
conditions  that  prevail  elsewhere? 

Mi^s  Byington.  The  only  other  experience  I  have  had  has  been 
in  doing  charitable  work.  1  was  in  the  Associated  Charities  of  Bos- 
ton for  four  years,  and  was  of  course  spending  all  my  time  in  the 
homes  of  people  who  were  actually  dependent  on  charity.  My 
work  since  then  has  taken  me  into  a  good  many  communities  where 
I  have  simply  made  a  cursory  investigation  of  the  conditions  of  living 
and  not  a  detailed  study  that  would  at  all  serve  as  a. basis  for  com- 
parison with  those  at  Homestead. 

Mr.  Beall.  You  understand  the  purpose  of  my  question  was  to 
try  and  determine  whether  or  not  tnere  are  some  exceptional  con- 
ditions prevailing  among  the  workera  in  these  steel  mills,  or  whether 
a  like  condition  exists  among  the  people  of  that  same  general  class 
elsewhere,  engaged  in  a  different  line  or  work. 

Miss  Byington.  I  have  never  seen  such  overcrowding  and  bad 
sanitation  in  any  comparatively  small  community  anywhere  else. 
Of  course,  there  is  a  ^eat  degree  of  congestion  in  New  York;  but  for 
a  small  place  it  certamly  is,  in  my  experience,  very  exceptional. 

Mr.  Beall.  A  moment  ago,  I  think,  you  were  mterrupted.  You 
started  to  give  a  description  of  the  courts.     Did  you  finish  that  ? 

Miss  Byington.  I  think  I  gave  the  main  point,  which  was  the 
extent  of  overcrowding  there,  the  bad  sanitation.  I  could  go  into 
details,  but  I  presume  it  is  enough  to  say  that  both  water  supply  and 
toilet  facihties  are  quite  inadequate,  and  in  many  cases  quite 
impossible. 

Mr.  Beall.  About  how  large  are  these  courts  ? 

Miss  Byington.  A  great  many  of  them  have  four  smaU  houses  on 
the  street  and  four  small  houses  on  the  alley. 

Mr.  Beall.  The  court  then  having  accommodations  for  eight 

Miss  Byington.  For  16.  The  houses  are  two  rooms  deep  and  two 
stories  liigh.  One  family  hves  on  the  street  and  one  family  on  the 
court.  Then  there  is  a  row  of  houses  on  the  alley,  and  one  fapaily 
lives  on  the  alley  and  one  on  the  court.  So  that  you  get  16  families, 
with  two  rooms  each,  using  this  court  in  common.  They  usually 
have  one  hydrant  in  the  court.  The  toilets  are  in  an  octagonal 
building  in  the  middle  of  the  court,  with  this  unflushed  vault,  with 
one  compartment  for  two  families,  which,  of  course,  when  used  in 
common,  is  very  apt  to  be  in  pretty  bad  shape.  There  is  no  method 
of  flushing. 

2\lr.  Beall.  I  think  I  interrupted  you  before  you  answered  the 
c|uostion  as  to  the  size  of  the  court. 
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Miss  Btinoton.  It  would  be  the  width  of  four  of  these  small 
roomsj  that  is,  there  are  four  houses  built  close  together,  and  the 
court  IS  about  square. 

Mr.  YouNO.  Is  this  court  entirely  surrounded  by  houses  f 

Miss  Btinoton.  Yes.^  There  are  four  houses  here  [indicating], 
four  houses  here  [indicating],  and  a  court  in  the  middle.  Then  there 
would  be  a  fence. 

Mr.  Young.  At  the  ends  1 

Miss  Byington.  At  the  ends.  Then  you  would  hare  four  more 
houses,  another  set  of  eight. 

Mr.  I OUNO.  These  courts  are  square,  octagonal,  so  that  there  are 
four  sides  of  the  court  f 

Miss  Btinoton.  Yes.  There  are  houses  on  two  sides  and  fences 
on  the  other  two.  Of  course  one  of  them  I  have  made  a  special  study 
of.     There  were  houses  on  three  sides,  and  a  stable  on  the  fourth. 

Mr.  Beall.  In  addition  to  being  used  as  a  playground  for  children, 
and  for  toilet  accommodations,  what  other  uses  are  made  of  those 
courts? 

Miss  Btinoton.  Most  of  the  families  do  their  washing  out  there; 
they  are  very  apt  to  when  it  is  warm  enough.  It  is  everybody's 
bacK  yard,  that  is  all.  And  you  use  it  just  as  you  would  use  any 
back  yard,  except  there  are  16  families  to  use  it  instead  of  each  having 
itsjown. 

Mr.  Beall.  What  relation  is  made  for  the  cleaning  up  of  that 
court  f    Whose  duty  is  it :  who  superintends  it  t 

Miss  Btinoton.  Noboay;  just  anybody.  There  is  a  board  of 
health  in  Hoinestead  which  has  the  power  to  order  changes  on  com* 
plaint  if  a  thing  constitutes  a  nuisance.  So  that  when  conditions 
get^  bad  enough  to  consitute  a  nuisance,  if  anybody  chooses  to  com- 
plain, the  board  of  health  will  act  and  insist  on  thmgs  being  cleaned 
up. 

Mr.  Beall.  As  to  slops  from  the  Idtchen  and  other  parts  of  the 
houses,  what  disposition  is  made  of  material  of  that  sort) 

Miss  Btinoton.  There  is  a  drain  that  empties  into  the  vault. 
They  simply  pour  the  water  out  on  the  brick  pavement ;  it  runs  into 
this  drain  ana  then  into  the  vault. 

Mr.  Beall.  Kitchen  slops  and  all  are  poured  out  there )  Is  rub- 
bish of  different  kinds  thrown  into  the  court  t 

Miss  Btinoton.  The}r  vary.  It  depends  somewhat  on  the  thrifti- 
less  of  the  people  hving  in  there.  Sometimes  they  are  quite  neat  and 
K>metime8  pretty  bad. 

Mr.  Beall.  J^  to  this  picture  that  has  been  referred  to,  is  that  of  a 
sypical  family?  Yes;  I  oelieve  you  say  a  typical  toilet  and  water 
iupply. 

Miss  Btinoton.  May  I  ask  the  page! 

Mr.  Beall.  Next  to  pa^e  133. 

Miss  Btinoton.  Yes;  that  is  a  perfectly  typical  one.  That  is  a 
odgine^house  for  a  lot  of  Russian  men. 

Mr.  Beall.  Are  the  families  of  these  foreign  laborers  usually  large 
famiUes,  where  they  have  children,  or  not  t 

Miss  Btinoton.  Why.  I  should  say  that  on  the  whole  they  are 
probably  a  Uttle  below  tne  average,  in  that  a  great  many  of  them  are 
young  people,  young  men  coining  over  to  the  mills,  who  get  married. 

17042— No. 


3048  UNITED  STATES  STEEL  COBPORATION. 

My  impression  would  be  that  it  would  not  be  over  the  average.      It 
would  probably  be  a  little  below  if  anything. 

Mr.  Beall.  What  is  the  largest  family  you  have  any  recollection 
of — as  to  the  number  of  children  f 

Miss  Btinoton.  I  do  not  know.  You  see,  this  is  all  four  years 
old  for  me,  and  my  recollection  of  the  details  such  as  that  is  a  little 
shaky.  I  have  that  information  here  somewhere,  if  you  really  care 
to  have  it — ^if  I  can  find  it. 

Mr.  Beall.  I  suppose  I  can  find  it. 

Mr.  Young.  When  you  were  giving  this  budget,  you  were  inter- 
rupted and  I  do  not  know  whether  you  had  finished  it  or  not.  There 
are  some  of  the  items  about  which  I  am  not  sure.  I  wish  to  see  if  I 
have  them  correctly.    Will  you  just  read  those  items  t 

lifiss  Byington.  Rent,  $1.88;  food,  S4.16;  furniture,  9  cents; 
clothing,  94  cents;  fuel,  38  cents;  insurance,  70  cents;  and  all  other 
items  together,  92  cents. 

Mr.  Young.  You  never  gave  the  "other  items''  at  all.  That  is 
sundries  ? 

Miss  Byington.  That  is  sundries.  It  includes  recreation,  church, 
and  newspapers,  tobacco,  and  liquor,  and  then  all  the  inevitable 
items  of  a  housenold  that  do  not  seem  to  come  under  anything  else. 

Mr.  Young.  Does  that  foot  up  to  $9.07,  as  you  have  it? 

Miss  Byington.  $9.17. 

Mr.  Reed.  It  is  $9.07,  as  I  add  it. 

Miss  Byington.  I  must  have  made  a  mistake,  then,  last  night, 
when  I  made  this  memorandum  up.  It  is  probably  10  cents  too  less 
for  the  **other  items." 

Would  you  care  to  have  me  give  you  what  the  people  in  the  over 
20  group  spend  as  a  contrast  ? 

Mr.  Young.  People  who  receive  over  $20  a  week  wages ! 

Miss  Byington.  Yes. 

Mr.' Young.  Yes. 

Miss  Byington.  It  is  rather  interesting.  They  spend  $3.73  for 
rent,  i^^ich  means  a  little  house  of  four  or  five  rooms,  of  their  own; 
$9.38  for  food,  which  is  37  cents  a  day,  and  is  therefore  weU  above  the 
22-cent  allowance,  allowing  plentv  of  margin;  80  cents  for  furniture; 
$3.36  for  clothing;  90  cents  for  fuel;  $1.86  for  insurance;  and  $5.52 
for  other  expenses. 

Mr.  Young.  Now,  to  get  back  to  this  other:  How  large  a  family 
does  that  represent,  where  the  expenses  are  $9.07 1 

Miss  Byington.  Actually,  in  mme  ? 

Mr.  Young.  Yes ;  is  that  the  average  of  the  ninety-odd  f amiUes  ? 

Miss  Byington.  No.     Tiie  90  families  cover  the  whole  four  groups. 

Mr.  Young.  That  covers  different  courts  ? 

Miss  Byington.  Yes.  v\ 

Mr.  Young.  Is  this  the  average  of  all  of  the  common  laborers  who 
are  included  in  the  90  famiUes  ? 

Aliss  Byington.  Yes. 

Mr.  Young.  It  is  the  average  of  the  whole  ? 

Miss  Byington.  Yes. 

Mr.  Young.  Did  you  average  the  families? 

Miss  Byington.  I  was  trying|to  find  out.    I  thought  they  were  in 
here  [referring  to  book] ;  but  apparently  they  are  not. 
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).  It       Mr.  Beed.  When  you  take  the  average  earnings  as  under  $12,  does 

that  include  the  revenue  derived  from  taking  in  boarders  ? 
cjofl  Miss  Byington.  Yes.  That  figure  of  course  is  less,  because  at  this 
particular  time  those  people  were  not  working  full  time,  and  that  is 
why  the  average  is  $9.17,  which  is  of  course  below  what  the  ordinary 
day  laborer  was  getting  then.  It  is  not  different  enough  to  materially 
affect  expenditures,  sdthough  it  undoubtedly  would  have  affected 
them  somewhat. 

Mr.  RjBED.  What  was  the  period  of  this  investigation  ? 

Miss  Btington.  1907  and  1908,  during  the  hard  times.  So  that 
it  affects  the  situation  somewhat. 

Mr.  YouNO.  You  stated  that  large  numbers  of  these  families  were 

Srocured  for  vou  by  a  Slav  with  whom  you  became  acquainted.  What 
id  you  tell  her  that  you  wanted  these  names  for? 

Miss  Btinoton.  Oh,  I  just  told  her  I  wanted  to  know  what  the  cost 
of  living  among  the  Slav  people  was. 

Mr.  X  OUNO.  If  she  had  had  an  idea  that  you  were  getting  this,  for 
instance,  for  the  company,  so  as  to  see  how  far  they  could  press 
wages  down,  you  do  not  think  you  would  have  got  the  truth  out  of 
her,  do  you  f 

Miss  Byington.  I  got  thrown  out  of  one  or  two  houses  on  the  sup- 
position that  that  was  what  I  was  doing.  That  is,  I  think  these  facts 
were  unbiased. 

Mr.  Young.  I  am  trving  to  form  my  own  opinion.  You  had  to 
tell  her  something,  I  judge,  as  to  why  you  wanted  them,  did  you  not  1 

Miss  Byington.  Yes. 

Mr.  Young.  What  did  you  tell  her  ? 

Miss  Byington.  I  told  her,  what  was  the  fact,  that  a  similar  cost 
od  living  study  had  just  been  made  in  New  York  City;  that  we  were 
anxious  to  get  some  sort  of  a  comparison  of  figures  in  Pittsburgh,  and 
that  was  all. 

Mr.  Young.  Did  not  she  want  to  know  why  you  desired  this  infor- 
mation t 

Miss  Byington.  No. 

Mr.  Young.  She  asked  no  questions  ? 

Miss  Byington.  She  was  a  very  simple-minded  little  person,  and 
I  told  her  I  wanted  them,  and  I  hired  her  to  get  them,  and  that  was 
enough. 

Mr.  Young.  She  did  not  get  you  all  of  these  90  families  ? 

Miss  Byington.  She  got  me  the  Slav  ones. 

Mr.  Young.  How  many  of  those  families  were  there  ? 

Mr.  Beall.  Twenty-nine,  as  indicated  on  page  152. 

Miss  Byington.  Thank  you. 

Mr.  Young.  Then,  as  to  these  families,  the  correctness  of  the 
information  depended  upon  her  report,  did  it,  entirelv  ? 

Miss  Byington.  With  this  check,  that  she  brouglit  to  me  their 
account  book.  She  also  got  them  to  tell  her  how  much  they  got  in 
their  pay  envelopes  for  the  weeks  covering  that  period.  Then  I 
added  up  the  expenditures  to  see  if  they  tallied  with  what  they  said 
the  total  amount  of  wages  was.  And  as  she  had  not  added  them  up, 
she  had  no  way  of  knowing  whether  she  was  coming  out  right  or  not, 
and  therefore  padding. 

When  they  did  not  come  out  alike  we  discarded  the  account. 
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Mr.  YouKO.  You  spoke  of  some  investigation  made  by  some  scien- 
tific man  connected  with  some  university. 

Miss  Byington.  Prof.  Chittenden,  of  i  ale. 

Mr.  Young.  What  did  this  22  cents  represent  that  he  found!  I 
I  do  not  mean  what  items,  but  what  was  it? 

Miss  Byington.  He  took  a  number  of  carefully  itemized  accounts. 
Then  he  made  a  study  of  the  amount  of  proteids  and  calories  con- 
tained in  the  amount  of  food  produced  by  his  scientific  processes. 
They  have  a  standard  of  how  many  grams  of  proteids  and  how  many 
calories  you  need  to  keep  you  well.  Then  he  estimated  how  much 
this  amount  of  food  at  market  prices  would  cost. 

Mr.  Young.  Was  that  for  one  individual  ? 

Miss  Byington.  No.  I  have  forgotten  how  many  budgets  he 
studied,  but  he  took  a  lot  of  them.  It  was  quite  an  extensiTe 
analysis. 

Mr.  Young.  It  was  a  family  budget) 

Miss  Byington.  It  was  a  family  budget. 

Mr.  Young.  And  not  an  individual  budget? 

Mr.  Byington.  No;  it  was  a  family  budget. 

Mr.  Young.  But  you  do  not  Imow  how  many  persons  there  wer« 
in  the  family  ? 

Miss  Byington.  You  mean  in  his  families  t 

Mr.  Young.  In  his  families. 

Miss  Byington.  You  see,  it  is  estimated  in  the  terms  of  an  adult 
man.  It  is  supposed  that  a  woman  needs  eight-tenths  as  much  as  a 
man  does  to  keep  her  going,  and  a  child  proportionately  less. 

Mr.  Young.  Yes;  but  how  many  men,  how  many  women,  and  how 
many  children  does  that  22  cents  represent? 

Miss  Byington.  He  took  the  family  and  estimated  how  many 
adult  men  that  particular  family  was  the  eauivalent  of,  and  then 
estimated  how  much  that  budget  cost  per  aault  man.  That  is,  by 
interpreting  your  family  in  terms  of  adult  men  you  get  something 
comparable 

Mr.  Young.  It  depends  entirely  on  the  size  of  the  family,  does  it 
not  ?  I  can  not  see  any  value  in  those  figures  without  we  understand 
how  many  people  that  22  cents  was  supposed  to  adequately  feed. 

Miss  Byington.  One  adult  man.  Suppose  there  is  a  man,  a 
woman,  and  three  children  in  a  family,  who  spend  $5  a  week  for 
food? 

Mr.  Young.  Yes. 

Miss  Byington.  He  would  say  the  man  equals  one,  the  woman 
equals  eight-tenths,  and  the  children  equal  seven-tenths,  six-tenths, 
and  five-tenths,  which  would  make  a  total  of,  say,  three.  Therefore 
$5  would  feed  three  adult  men. 

Mr.  Young.  Then  the  22  cents  did  represent  the  food  for  one  adult 
man? 

Miss  Byington.  Yes.  I  beg  your  pardon.  I  did  not  understand 
your  first  question. 

Mr.  Young.  Now,  I  would  not  suggest  for  a  inoment  that  the 
American  workingman  should  be  fed  tne  way  convicts  are  fed:  but 
you  are  probably  aware  that  in  well-conducted  prisons  the  actual  cost 
of  food  runs  from  about  9  to  11  cents  per  man,  and  that  under  that 
the  health  of  the  men  increases. 
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Miss  Byingtok.  I  think  there  are  several  things  you  have  to  take 
into  consideration  there. 

Mr.  Young.  And  they  are  in  confinement,  of  course.  You  are 
familiar  with  those  fibres,  are  you  not,  about  prison  cost  ? 

Miss  Byington.  TJes. 

Mr.  Young.  Now,  then,  what  I  am  trying  to  get  at  is  this :  This  22 
cents  evidently  represented  something  more  than  the  merest  means  of 
existence. 

Miss  Btington.  It  means  two  or  three  things,  I  think.  One  is 
that,  as  a  matter  of  fact,  prisons  buy  food  wholesale.  Famihes  buy 
food  retail.  That  is  a  very  big  difference.  In  the  second  place,  they 
have  an  expert  chef,  of  one  variety,  to  cook  the  prison  food. 

Mr.  Young.  Yes. 

Miss  Byington.  And  the  ordinary  family  does  not  always  have  the 
same  skill  in  evolving  nourishing  food  out  of  cheap  cuts. 

Mr.  Young.  That  is  getting  nght  back  to  what  I  was  looking  for. 
So  far  as  our  investigation  goes  here  I  have  never  been  able  to  see  this 
investigation  had  anythin^g  to  do  with  it,  but  it  is  a  very  important 
matter  you  are  dealing  with,  and  any  possible  remedy  for  it  is  very 
important. 

That  gets  back,  does  it  not,  again,  to  the  proposition  that  a  great 
deal  of  this  misery  comes  out  oi  the  ignorance  of  these  people  who 
come  from  a  foreign  country  where  conditions  have  been  very  bad, 
who  do  not  know  either  how  to  earn  money  or  how  to  make  the  most 
of  the  money  that  thev  get.  I  do  not  mean  always.  Miss  Byington, 
but  that  that  is  a  very  large  element  in  it. 

Miss  Bypt'GTON.  I  do  not  suppose  any  of  us  can  tell  how  large  an 
element  it  is.  I  do  not  think  those  fimires  are  in  the  least  comparable, 
however,  to  the  food  bought  in  market  for  a  family,  instead  of  food 
bought  wholesale  for  a  lot  of  men. 

MX.  Young.  But  you  spoke  of  the  matter  of  an  expert  chef  who 
knew  how  to  make  the  most  of  it,  and  this  is  an  important  point. 
Again  you  have  spoken  of  one  family  in  which  the  wife  was  the 
daughter  of  a  Pennsylvania  Dutch  farmer,  who  was  veiy  thrifty 
and  made  a  great  deal  more  than  any  of  the  rest  of  these  people  out 
of  the  same  wage.  What  I  am  getting  at  is,  is  not  the  remedy  for  a 
large  part  of  this  either  to  select  more  carefully  the  immigration 
that  comes  over  here,  and  then  to  have  some  systematic  way  of  edu- 
cating in  the  way  of  living,  the  people  who  do  come  t 

Miss  Byington.  Well,  I  don't  believe  it  is  confined  to  the  Slavic 
immigrant,  as  to  the  lack  of  knowledge. 

Mr.  Young.  I  am  not  talking  about  the  Slavic  immigrant,  but 
any  immigrant. 

Miss  Byington.  I  mean  the  immigrants. 

Mr.  Young.  Any  immig^rant  is  ignorant. 

Miss  Byington.  Education  in  how  to  live  is  pretty  difficult  to 
give. 

Mr.  Young.  It  is  more  important  than  education  in  books.  That 
can  wait;  the  other  can  not. 

Miss  Byington.  Most  of  the  courses  of  domestic  economjr  do  not 
teach  a  family  how  to  live  on  22  cents  a  man  per  day,  and  it  is  one  of 
the  difficulties. 

Mr.  Baetlett.  That  is  mostly  book  teaching  or  theory  ? 
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Miss  Btinqton.  Thej  are  more  apt  to  teach  them  how  to  make 
nice  things;  but  the  science  of  buying  cheap  things  is  different. 

Mr.  Young.  I  should  sjgree  with  you  in  that.  But  perhaps  the 
woman,  Uke  the  wife  of  this  man  you  spoke  of,  who  was  tne  daughter 
of  a  Dutch  farmer,  has  the  knowledge  that  would  be  of  advanta^^e  to 
these  people,  and  would  know  how  to  impart  it. 

Miss  Byington.  She  would  not  know  how  to  impart  it. 

It  seems  to  me  that  in  this  question  of  sbdll  in  relation  to  wages 
from  what  I  know  of  working  people,  you  have  to  accept  the  fact  that 
working  people  are  only  gomg  to  be  averagely  intelligent  spenders, 
and  that  to  adjust  wages  to  the  exceptional  woman  is  not  fair. 

Mr.  Young.  But  nobody  is  suggesting  that.  I  am  suggesting  what 
we  can  do.  Nobody  is  suggesting  that  wages  should  be  placed  at  the 
bare  cost  of  existence.    I  certainly  am  not  suggesting  it. 

The  Chairman.  Do  you  believe  there  is  anjrdegree  of  human  inge- 
nuity, energy,  or  intelligence  that  can  determine  a  plan  by  which  a 
man  or  his  wife  and  three  children  can  have  the  comforts  and  conveo* 
iences  of  decent  life  on  $10  a  week  in  the  city  of  Pittsburgh? 

Miss  Byington.  No  ;  I  do  not. 

Mr.  Reed.  May  I  surest  to  the  committee  it  would  be  interestiiig 
to  know  whether  Miss  Byington  investigated  the  conditions  of  living 
among  common  laborers  other  than  those  employed  by  the  Steel  Cor- 
poration, because  the  evidence  already  before  tne  committeeshows  that 
the  Steel  Corporation  pays  more  for  common  labor  than  any  other 
steel  corporation  in  Pittsburgh,  and  more  than  most  other  employers 
of  common  labor  of  any  kind. 

Miss  Btington.  Homestead  is  so  almost  exclusively  a  Steel  Cor- 
poration town  that  it  is  practically  ixxipossible  to  make  any  such 
generalization  out  of  conditions  there.  You  see,  as  a  matter  of  fact, 
there  are  but  few  teamsters  and  a  few  laborers  on  the  streets ;  but  the 
preponderance  of  labor  in  Homestead  is  so  largely  within  the  Steel 
Corporation  that  you  can  not  get  anything  else. 

Mr.  Reed.  The  Harbiston-Walker  Co.  has  a  lai^  plant  near 
Homestead  which  employs  labor,  and  the  Weston  Machine  Co. 

Miss  Btington.  They  are  over  in  West  Homestead. 

Ab*.  Reed.  You  did  not  investigate  among  their  laborers  ? 

Miss  Byington.  No. 

The  Chairman.  I  will  say  to  Mr.  Reed,  it  is  not  my  purpose  to 
infer  from  this  evidence,  nor  am  I  attempting  to  establish,  that  the 
United  States  Steel  Corporation,  in  respect  to  the  payment  of  it« 
laborers,  is  more  nig^dly  than  any  other  independent  concern. 

Mr.  Reed.  I  am  glad  to  hear  that. 

The  Chairman.  1  am  not  criticizing  at  all;  but  my  investigations 
have  led  me  to  believe  that  they  are  quite  as  liberal  in  payment  to 
their  employees  as  other  concerns  in  the  United  States,  and  infinitely 
more  so  than  that  concern  at  Pueblo — I  don't  know  who  runs  it. 

Mr.  Reed.  The  Colorado  Fuel  &  Iron  Co.  * 

The  Chairman.  Tliat  is  the  worst  place  in  the  world. 

Mr.  Reed.  With  that  we  have  nothmg  to  do. 

The  Chairman.  I  understand  that. 

Mr.  Reed.  It  depends  on  one's  point  of  view.  If  vou  compare 
these  things  with  an  ideal  condition  of  affairs,  it  looks  bad;  if  you  com- 
pare them  with  competitors  and  other  employers,  we  think  tne  show- 
mg  is  rather  creditable. 
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The  Chaibman.  I  hope  to  be  just  to  the  Steel  Corporation. 

Mr.  Reed.  I  think  the  chairman  is. 

Mr.  Young.  Do  you  think  that  you  could  entirely  remedy  this 
situation  with  an  increase  of  wages,  the  ignorance  and  nabits  of  these 
people  remaining  the  same  as  they  are  ?  Would  it  take  about  a  gen- 
eration to  do  it  ? 

Miss  Byington.  I  do  not  think  you  would  remedy  it  by  a  sudden 
change.    I  think  you  would  remedy  it  by  a  gradually  increasing  wa^e. 

The  Chairman.  If  the  conditions  exist  that  existed  prior  to  tne 
strike  at  Homestead;  if  there  was  day  labor — ^honest,  hard  labor — of 
12  hoursy  with  a  man's  muscle  where  he  was  not  fortunate  enough  to 
have  the  brain  to  enable  him  to  feed  upon  the  muscles  of  his  less  for- 
tunate fellows;  if  these  people  were  organized,  were  able  to  bargain 
competitively;  if  the  Slav  and  the  others  of  the  more  wretched  crea- 
tures in  Europe  were  not  brought  here;  and  they  were  paid  a  few 
cents  more  a  day,  and  American  laborers  would  then  be  inauced  to  do 
less  work,  do  you  think  that  conditions  would  be  immediately  reme- 
died) 

Miss  Byington.  That  has  a  great  many  '*ifs"  in  it,  and  I  can  not 
say  that  my  imagination  is  equal  to  it. 

The  Chaibman.  Let  the  stenogrfq)her  read  the  question. 

The  question  referred  to  was  repeated  by  the  stenographer,  as  above 
recorded. 

Mr.  Reed.  I  think  that  question  would  stagger  even  Mr.  Perkins. 

The  Chaibman.  I  will  divide  the  question,  i  was  just  in  a  hurry 
to  get  it  all  in. 

U  these  laborers  were  permitted  to  bargain  competitively,  if  they 
were  organized,  do  you  believe  it  would  have  any  effect  on  their  wages, 
in  that  phaze  of  the  situation? 

Miss  Byington.  I  did  not  go  into  the  wage  situation  at  all  exten- 
sively, and  I  would  rather  not  try  to  answer  a  question  that  concerns 
that  particularly.  What  I  would  like  would  be  to  see  them  organized 
for  the  moral  enect  on  the  laborer. 

The  Chairman.  If  they  were  paid  30  per  cent  more,  if  instead  of 
being  paid  $11  a  week,  we  will  say,  they  were  paid  $16  a  week,  for  12 
hours  a  day  work,  could  American  laborers  oe  induced  to  do  this 
work  then,  do  you  think  ? 

Miss  Btinoton.  As  far  as  home  conditions  are  concerned,  yes. 

The  Chaibman.  If  you  had  American  laborers  there  at  an  average 
of  $2  a  day  for  day  labor,  and  with  constant  work,  would  these  con- 
ditions exist } 

Miss  Byington.  I  am  not  sure  about  it,  with  the  12-hour  day. 
That  is.  Homestead,  politically,  is  pretty  corrupt.  The  men  who 
ought  to  be  interested  in  the  political  situation  are  too  busy  or  too 
tired  to  care.  Some  of  the  bad  sanitary  conditions  are  unquestionably 
due  to  total  indifference  that  I  believe  is  largely  due  to  weariness. 
Of  course  it  is  hard  to  say  that,  with  all  the  political  corruption 
everywhere  else,  but  it  seems  to  me  with  a  town  the  size  of  Home- 
stead, where  relations  between  one's  Uving  conditions  and  one's  vote 
are  pretty  clear,  that  conditions  would  not  be  allowed  to  exist  as 
thev  are  if  one  had  time  to  be  interested. 

The  Chaibman.  Miss  Byington.  there  is  a  roll  call,  and  we  will  have 
to  go.  I  will  ask  you,  if  you  will  do  so,  to  supplement  vour  state- 
ments here  with  the  tables  which  you  have  furnished,  snowing  the 
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number  of  foreign  laborers  employed,  and  these  rarious  budgets  for 
the  families  that  you  have  collected,  and  any  other  data  of  that  kind. 

Miss  Btinoton.  Very  well. 

The  Chaikman.  The  committee  will  stand  adjourned  until  to- 
morrow morning  at  10.30  o'clock. 

Thereupon,  at  12.20  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Saturday,  February  10,  1912,  at  10.30  o'clock  a.  m. 

Extracts  from  Hombstbad,  thb  Households  of  a  Mill  Towk,  bt  Miss  Margarbt 

F.  Btinoton. 

HOHBSTBAO  AS  A  CIVIC  UNIT. 

It  is  with  HomeBtead  borough  in  1907-8  that  this  household  Btud:^  is  primarily  con- 
cerned, and  in  judging  its  nublic  activitieB  we  must  consider  the  limitations  of  boroi:^ 
resources  notea^  and  the  otate  restrictions  upon  borough  autJiority^  coupled  with  ue 
industrial  conditions,  which,  as  we  shall  see^  circumscribe  the  effective  citizenship 
of  the  mill  workers.  These  nave  had  a  part  m  the  failures  in  self-^vemment  whicn 
have  characterized  this  community,  alon^  with  many  others  in  America.  For  whfle  the 
town  has  grown  steadily,  both  in  population  and  territory,  civic  interest  and  the  well- 
being  resulting  from  sound  political  organization  have  not  kept  pace  with  this  growth. 
The  school  board  and  the  Doard  of  h^th  have  the  respect  of  the  town,  and  men  of 
standing  are  willing  to  serve  on  them.  But  the  borough  legislature^  a  council  of  15 
members,  has  been  controlled  in  Homestead  by  the  type  of  small  politician  to  be  found 
in  office  wherever  wholesale  liquor  dealers  dominate  politics,  and  where  the  local 
government  is  used  merely  as  a  feeder  for  the  State  political  machine.^  Townspeople 
with  whom  I  talked  had  apparently  ceased  to  expect  intelligent  action  on  their  part. 
Serious  chaiges  of  dishonesty  in  awarding  bids  for  a  garbage  plant  and  of  bribc^  in 
connection  with  other  matters  had  been  brought  against  members  in  1904.  miile 
the  testimony  nven  at  the  investigation  leaves  no  doubt  in  the  mind  of  the  reader 
that  there  had  oeen  crooked  dealing,  it  was  suppressed  and  led  to  no  action. 

Apart  from  these  allegations  of  dishonest]^  the  coimcil  has  acquired  a  reputation  for 

feneral  inefficiency.  It  has  been  slow  to  insist  on  sanitary  r^ulations  necessitated 
>y  the  increasing  density  of  population.  The  first  forward  step  from  the  primitive 
sanitation  of  village  days  was  taken  the  year  after  the  strike,  when  the  streets  were 
paved  and  sewers  and  town  water  put  in.  A  Isjc^  percentage  of  the  houses,  especially 
the  cheaper  ones,  nevertheless,  haa  neither  ninnmg  water  nor  toilets  in  them  in  1907-8.'* 

Table  6. — JKim  employed  in  the  Homestead  mill  in  Mardiy  1907,  by  racial  groupe  and 

degree  of  skill. 


I 


Racial  group. 


Slavonic 

English-speaking  Europeans. 

Native  wnitc 

Colored 


Totol. . . . 
Per  cent. 


Skilled. 


80 
398 
767 

21 


1.266 
18.7 


skUted-isldlted.    Total,  ^tun. 


4o9 

35S 

707 

32 


1 

3,064  1 

1 
3,603 

85.0 

367 

1,123 

32.7 

451  1 

1.925  , 

2S.4 

68' 

121  t 

M.2 

1.556 
23.0 


3.960 
58.3 


6,772 


! 


1  John  F.  Cox,  the  Republican' "  boss"  of  the  borough,  was  in  1908  speaker  of  the  Pomsylvania  house  of 
representatives,  which  has  long  since  ceased  to  represent  the  people  of  PGtmsylvania. 

s  I  am  told  that  there  has  been  a  marked  increase  in  these  sanitarv  improvements  since.  (See  Appmdix 
VI,  p.  222.    Report  Homestead  Board  of  Health  for  comment  on  the  Pittsburgh  surrey,  see  p.  324.) 
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Tablb  7. — Nintty  budffet/amUies,  by  racial  and  expenditure  ffroup. 


Racial  groap. 


SlATonic 

Enslish-speaking  Europeans 

NaO^  white 

Colored 

Total 


Under 
112. 

14 
3 

4 
11 

11^14. 

5 
4 

1 
6 

116- 
S10.90. 

7 
3 
8 
3 

129  and 
over. 

i 
3 

12 

1 

32 

16 

23 

n 

Total. 


29 

13 
25 
23 

90 


One  reason  why  workingmen's  iamfliea  feel  so  keenly  the  need  of  insuring  can  be 
shown  by  the  roll  of  accidents  reported  in  the  Homestead  paper  for  three  typical 
months— January,  February,  and  March,  1907.^  Fifty-two  men  were  injured  during 
that  period  in  the  Homest^d  miU,  and  13  others  who  lived  in  Homesteaa  at  the  time 
of  the  accident  were  injured  in  nulls  of  the  United  States  Steel  Corporation  outside 
of  Homestead.  Of  this  total  of  65,  7  died.  Of  the  remaining  58,  30,  or  a  little  over 
half,  suffered  such  injuries  as  crushed  feet,  lacerated  hands,  sprained  ankles — injuries 
for  the  most  part  that  laid  them  up  for  at  least  a  week  or  two.  But  there  were  more 
seriouB  accidents — 3  men  had  a  les  or  an  arm  broken,  2  had  an  arm  amputated,  10 
were  wounded  about  the  face  and  head,  the  eyes  of  4  were  hurt,  8  received  internal 
injuries,  and  1  was  paralyzed.  The  accompanying  clippings  show  minor  injuries 
reported  in  the  Homestead  papers  for  two  weeks  wnen  the  plant  was  working  onlv 
part  time.  They  further  illustrate  how  constantly  the  men  are  confronted  with 
danger. 

Table  32. — Two  hundred  and  thirtv-nxne  Slavic  families  in  21  courts,  by  number,  nation- 

aliiy}  and  number  of  lodgers. 


Nationality  of  lodgers. 


Slorak 

Pole 

Hniuarian. 

Russian 

Croatian... 
Lithuanian . 
Otben 

Total. 


I 

Fami- 

Total 

lies 

fami- 

having 

lies. 

no 

lodgers. 
107 

168 

10 

7 

22 

11 

16 

6 

4 

2 

13 

10 

239 

137 

Families  having  lodgers. 

1 

lt04 

1 

5  to  9. 

t 
10  to  15.  Total. 

1 

44 
3 

16 

1 

1  ;          61 
'             3 

4 

2 

1 

6 
5 
4 

2* 

1              11 
5              16 

6 

2 

3 

62 

33 

7            102 

Even  among  the  families  that  did  not  take  lodgers,  half  averaged  over  two  perdoua 
to  the  room.  Of  those  who  did  take  lodgers,  all  but  15  suffered  this  same  degree 
overcrowding.  Forty-three  lived  three  to  the  room,  31  four,  7  five,  and  6  more  than 
five  to  the  room.  It  is  in  iteelf  a  proof  of  the  meager  standards  of  home  life  that  of 
the  102  families  who  took  lodgers,  71  lived  in  2-room  tenements,  where  obviously 
there  were  no  superfluous  rooms  to  be  rented  and  where  this  economy  involved  the 
overcrowding  of  space  already  inadequate.  Of  the  71  families  in  2-room  tenements, 
55  had  three  or  more  persons  to  the  room,  27  had  four  or  more  personvS,  and  8  had  five 
or  more. 


1  In  May.  1908,  a  central  committee  was  appointed  by  the  United  States  Steel  Corporation  to  coordinate 
and  improve  the  work  of  eliminating  preventable  accidents  on  the  part  of  constituent  companies.  The 
Carnegie  Steel  Co.  had  been  one  of  the  most  active  in  this  field  in  tne  year  preceding.  The  company's 
Inspecior  stated,  in  the  spring  of  190S,  that  in  seven  months  he  had  made  2,000  recommendations  for  increas- 
ing the  Mkfetv  of  men.  During  the  past  two  years  there  has  been  a  systematic  development  of  this  work. 
It  u  bat  feiriy  begun,  however,  and  aside  from  preventable  accidents,  there  are  many  which  are  inevitable 
because  of  the  nature  of  the  work.  For  a  further  discussion  of  the  causes  and  resiuts  of  accidents  in  the 
steel  industry,  see  Work- Accidents  and  the  Law,  by  Crystal  Eastman,  a  companion  voltune  in  the  series 
of  the  Pittsburg  survey. 

*  As  70  per  cent  of  the  families  living  in  thrae  courts  were  Slovak,  with  the  remainder  scattered  among 
many  ditferant  Slavic  races,  it  is  perhaps  fruitless  to  attempt  any  conclusions  as  to  racial  distinctions  in 
the  matter  of  overcrowding.  But  in  the  acoompanylng  table  it  is  to  be  noted  that  among  the  Russians 
not  only  were  there  no  families  without  lodgers,  out  that  they  had  also  the  largest  number  of  (airilies  with 
over  10  lodgers. 
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Table  33. — Number  of  persons  per  room  in  the  tl  courts  in  families  which  took  lodgers 
compared  with  the  number  in  families  which  did  not  take  lodgers,  January,  1908. 


FamtUes  having  an  average  per  room  of— 

1 

Total  families. 

1 

1  per- 
!    son. 

1 

2  per-     3  per- 
sons,     sons. 

9           43 
40  ,         52 

1 

'  4  per-     5per- 
j  sons.   1  sons. 

1 

Hare 
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Yet  it  is  even  more  disafitrous  to  Uie  children  both  in  healtii  and  character.  In  the 
courts  studied,  out  of  102  families  who  took  lodgers,  72  had  children;  of  theae,  25 
families  had  2, 10  had  3,  and  7 'had  4.  There  were  138  youngsters  in  all.  A  compari- 
son of  births  and  deaths  of  children  under  2,  shown  in  the  tables  on  the  following 
page,  shows  that  among  the  Slavs  1  child  under  2  years  of  age  dies  to  every  3  children 
Dom;  among  the  Eneush-speaking  Europeans,  1  dies  to  every  7  bom*  among  the 
native  whites  and  colored,  1  to  every  5.  In  the  crowded  second  wura,  taking  all 
races,  1  child  under  2  dies  to  every  3  bom — compared  with  1  to  every  4  in  the  first 
ward,  1  to  every  5  in  the  fifth,  1  to  every  8  in  the  tnird,  and  1  to  every  7  in  the  fourth. 

The  Slavic  lodges  are  usually  limited  to  the  members  of  one  natronality,  Slovak, 
Hungarian,  Polish,  and  in  so  far  as  thev  tend  to  perpetuate  racial  and  teligious  feuds, 
miss  their  opportunity  to  amalgamate  the  immigrant  colony.  In  this  they  differ  (rhu 
the  lodges  of  the  English-speaking  community;  these  usually  include  representa- 
tives of  all  the  English-speaking  nationalities,  and  thus  create  a  common  social  inter- 
coun^e.  They  stop  short  there,  however,  and  in  turn  fail  to  become  the  unifying 
force  whi(*h  they  might  if  thev  were  to  welcome  fonisners  to  their  membership. 
The  Slav8,  it  is  true,  prefer  to  belong  to  a  lodge  in  which  they  can  speak  their  own 
language;  but  this  tendency  to  form  separate  societies  is  intensified  by  the  suspicions 
aroused  by  the  fact  that  they  have  been  victims  of  a  number  of  fraudulent  American 
oiganizations.  The  chief  leasou,  however,  is  the  dislike  on  the  part  of  the  English- 
speaking  people  to  include  ^'hunkies"  in  any  organization  which  would  bring  them 
into  social  and  personal  contact.  Even  Slavs  who  have  attained  a  good  standing 
financially  have  not  been  welcomed  into  the  American  societies 

Nor  does  the  work  of  the  mill,  the  one  common  element  in  the  life  of  the  town, 
afford  the  relationships  which  might  naturally  spring  up,  There  are  no  labor  unions 
in  Homestead  as  there  are  in  the  mines,  to  give  a  common  interest  to  Pole,  Slav,  and 
native  bom,  and  pave  the  way  to  mutual  understanding  and  citizenship.  The 
policy  of  the  mill  thus  a^in  becomes  a  factor  in  the  life  of  the  town,  this  time  to 
accentuate  the  failure  of  its  residents  to  bridge  over  lines  of  cleavage,  and  create  a 
normal  commimitv  life. 

The  separation  between  Slavs  and  English-speaking  people  is  evident  not  only  in 
church  and  school  and  lodge  but  also  in  politics.  Here  again,  even  when  Slavs  are 
imbued  with  our  civic  ideals,  language  stands  as  a  barrier  to  mutual  understandine. 
Ignorant  of  our  forms  of  political  macninery,  they  can  take  a  real  part  in  the  town  < 
political  life  only  after  a  slow  procass  of  education.  Few  of  the  Slavs  are  citizen?. 
Only  6  per  cent  of  those  employed  in  the  mill  in  1907  had  taken  out  papers,  whereas 
63.6  per  cent  of  the  other  Europeans  were  naturalized.  Manv  Slavs,  or  course,  are 
ineligible  because  of  their  short  residence  and  others  because  of  their  inability  to  read 
and  write  English.  . 

Those  who  become  citizens  find  it  difficult  to  comprehend  our  complicated  political 
system  or  to  follow  newspaper  discussions  of  party  platforms  or  of  aspirants  for  local 
of!i('es.  As  a  result,  throu^n  the  simple  device  of  an  oiganization  manipulated  by  the 
older  residents,  they  fall  into  line  and  are  instructed  which  way  to  vote.  RumoR 
of  fraudulent  registration  and  voting  are  more  or  less  current.  BoUi  the  Slavic  leaders 
and  other  local  politicians  agree  that  a  deal  is  usually  made  in  Homestead  and  the 
Slavic  vote  goes  to  the  party  which  promises  a  place  on  the  police  or  some  other  minor 
office  to  a  Slav.     Direct  bribery  is  apparently  rare. 

Theso  long  hours  restrict  the  development  of  the  individual.  They  giv©  the  men 
ii^  the  two  shifts  little  time  for  outside  interests.  The  week  that  a  man  works  on  the 
night  tuni,  from  5.30  p.  m.  to  7.30  a.  m.,  he  has  plainly  small  time  to  do  anything  but 
eat  and  get  such  sleep  as  he  can.  The  other  week  he  has,  of  course,  such  leisure  as 
falls  to  any  lO-hoiu*  worker.  This  alternation  of  shifts  lets  the  men  out  of  consecutivs 
night  work,  but  it  interferes  with  that  regularity  of  meals  and  of  sleep  which  physi- 
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cians  tell  us  is  essential  to  health.  When  a  man  sleeps  in  the  daytime  alternate  weeks, 
it  means  continual  change  and  adjustment.  One  week  he  has  supper  at  4.30  p.  m., 
works  all  night,  has  breakfast  at  8  a.  m.,  and  has  a  more  or  less  broken  sleep  during  the 
day.  The  aJtemate  week  he  has  supper  at  6  p.m.,  breakfast  at  6.30,  and  a  good  night's 
sleep  between.  Sometimes  when  sons  who  are  in  the  mill  are  on  the  opposite  shift 
from  the  father,  the  family  can  not  even  meet  for  meals.  The  inregulanty  in  hours 
not  only  adds  in  the  long  run  to  the  fatigue  of  the  work  and  breaks  into  the  family  life, 
but  also  makes  weekly  engagements,  such  as  lod^  meetings,  impossible,  and  prevents 
the  men  from  taking  much  part  in  other  activities. 

On  the  other  hand,  as  was  pointed  out  in  Chapter  II,  a  heavy  burden  is  imposed 
upon  Homest^id  throueh  the  fact  that  most  of  the  mill  property  is  set  o£f  in  a  sepa^ 
rate  borough.  MunhaU,  where  most  of  the  Gam^e  Oo.'s  holdings  are  located,  is 
more  attractive,  has  better  water  and  sewerage,  ancT  has  no  overcrowded  section.  It 
is  the  residence  place  of  the  mill  officials  and  has  the  income  from  the  taxation  of  the 
mill  property.  The  borough  may  almost  be  said  to  be  part  of  the  plant.  Here  the 
wealth  and  mfluence  of  the  industry  make  themselves  felt  in  those  external  con- 
ditions which  react  on  the  whole  life  of  the  residents. 

In  MunhaU  Hie  tax  rate  in  1907  was  only  8}  mills,  which,  nevertheless,  brought 
$40,000  a  year  into  the  town's  treasury  from  the  Gam^e  Steel  Go.  In  Homestead, 
across  the  imaginary  borough  lines  where  the  greater  part  of  the  workers  live,  the 
mill  owns  little  property  subject  to  taxation;  here  the  tax  rate  was  15  mills  and  the 
company  paid  a  tax  |7,000  only.  Through  these  borough  divisions  the  corporation 
has  thus  been  laigely  relieved  of  contributing  to  the  maintenance  of  the  community 
which  is  necessary  to  its  operation.  That  burden  is  borne  by  the  homes  of  the  wage 
earners  gathered  to  do  its  work. 

The  analysis  of  expenditures  indicates  that  the  man  who  earns  $9.90  a  week,  as  do 
a  majority  of  such  laborers,  and  who  has  a  tiunily  of  normal  size  to  support,  can  provide 
for  them  only  a  two-room  tenement  in  a  crowded  court,  with  no  sanitaoy  conveniences; 
a  supply  of  food  below  the  minimum  sufficient  for  mere  physical  well-being;  insurance 
that  makes  provision  which  is  utterly  inadequate  for  the  &mily  left  without  a  bread- 
winner; a  meaj^r  expenditure  for  clothes  and  furniture,  and  an  almost  negl^ble  mar- 
gin for  recreation,  education,  and  savings.  Many  can,  to  be  sure,  add  to  their  earnings 
Dv  working  7  days  a  week  instead  of  6;  b^  worlonff  12  hours  a  day  instead  of  10;  but, 
after  all,  we  are  talking  of  standards  of  life  and  labor  for  an  American  industry,  and 
common  sense  wiU  scarcely  sanction  such  a  week  of  work.  Many,  too,  as  we  have 
?een,  take  in  lodgers,  but  do  it  at  the  cost  of  decency  and  health. 

It  may  be  claimea  that  the  Slavs  are  single  men  and  get  ahead  quickly.  But  two- 
thirds  of  tfie  immigrant  Slavs  in  the  Homestead  mills  are  married  men.  And  the 
exceptional  one  who  gets  ahead  in  the  mill  only  serves  to  setoff  the  fact  that  the  main 
body  of  the  employees  are  unskilled  workers  and  will  continue  such  so  long  as  steel 
processes  remain  as  they  are. 
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c!ommitt£e  on  investigation  of  thb 

United  States  Steel  Corporation, 

House  of  Representatives, 
Saturday^  February  10^  1912. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

The  Chairman.  Mr.  Beed,  we  would  like  to  call  Mr.  Irvin. 

Mr.  Reed.  Before  the  witness  is  sworn  I  would  libe  to  ask  whether 
a  time  has  been  fixed  by  the  committee  for  the  appearance  of  Mr. 
Roberts? 

The  Chairman.  I  think  Mr.  Hill  will  be  before  the  committee  on 
Monday,  and  I  presume  he  will  be  here  Tuesday.  If  it  suits  the  con- 
venience of  the  committee,  it  will  suit  the  convenience  of  the  chair- 
man to  hear  Mr.  Roberts  on  Wednesday. 

Mr.  Reed.  Very  well ;  I  will  ask  him  to  come  on  Wednesday. 

STATEMENT  OF  W.  A.  IBVIN. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  What  is  your  position  with  the  American  Sheet 
&  Tin  Plate  Co.  ? 

Mr.  Irvin.  Assistant  to  the  vice  president. 

The  Chairman.  Do  you  know  whether  or  not  the  American  Sheet 
&  Tin  Plate  Co.,  about  July  15,  1909,  engaged  the  services  of  the 
Central  Employment  Bureau,  at  628  Penn  Avenue,  Pittsburgh,  Pa., 
for  the  purpose  of  obtaining  laborers  in  its  mills? 

Mr.  Irvin.  Yes,  sir ;  about  July,  1909. 

The  Chairman.  Do  you  know  how  many  persons  you  secured 
through  this  employment  bureau  at  that  time  ? 

Mr.  Irvin.  Our  records  show  720  men  secured. 

The  Chairman.  Have  you  that  record  ? 

Mr.  Irvin.  Yes,  sir.  [Producing  same  and  handing  it  to  the 
chairman.] 

The  Chairman.  These  are  copies  of  the  statements? 

Mr.  Irvin.  Those  are  the  originals. 

The  Chairman.  On  Septemter  2,  1909, 1  see,  ^'  Cash  paid  for  ad- 
vertisements during  the  months  of  July  and  August,  $299."  What 
were  those  advertisements? 

Mr.  Irvin.  Advertisements  by  the  Central  Employment  Bureau 
for  men  to  work  in  our  plants. 

The  Chairman.  In  wnat  papers  were  those  advertisements  made? 

Mr.  Irvin.  From  a  list  of  their  receipts^  attached  to  their  bills,  it 
f^hows  the  Gazette-Times,  the  Post  Publishing  Co. 

8059 


8060  UNITED  STATES  STEEL  CORPORATION. 

Mr.  Rbbd.  I  think  the  chairman  simply  means  the  papers  in  what 
cities. 

The  Chaibman.  Go  ahead  with  the  names  you  are  giving. 

Mr.  Irvin.  The  Post  and  Smi.    Here  is  a  German  paper. 

The  Chairman.  Those  are  all  papers  published  in  Pittsburgh? 

Mr.  Irvin.  Yes,  sir.  In  addition  to  that,  I  think  there  was  an 
advertisement  in  a  Chicago  paper  and,  perhaps,  in  a  Philadelphia 
paper. 

The  Chairman.  Again,  in  a  statement  dated  November  20, 1909, 1 
see,  '^  Cash  paid  for  advertisements  during  the  months  of  September, 
October,  and  November,  $242.87."  Was  that  for  advertisements  for 
the  same  purpose  ? 

Mr.  Irvin.  Yes,  sir ;  the  same  purpose. 

The  Chairman.  I  believe  you  have  named  the  Pittsburgh  Ga- 
zette-Times among  those  papers? 

Mr.  Irvin.  Yes,  sir. 

The  Chairman.  Do  you  know  how  much  was  paid  to  the  Pitts- 
burgh Gazette-Times? 

Mr.  Irvin.  No;  I  do  not.  We  could  perhaps  get  that  by  going 
over  the  slips. 

The  Chairman.  That  is  Mr.  Oliver's  paper? 

Mr.  Irvin.  Yes,  sir :  I  suppose  so.    I  don't  know. 

The  Chairman.  I  believe  you  received  at  various  times  the  re- 
ceipts from  these  papers? 

Mr.  Irvin.  We  received  the  receipts  through  the  Central  Employ- 
ment Bureau,  attached  to  their  bills  when  rendered. 

The  Chairman.  They  sent  you  receipts  from  these  papers? 

Mr.  Irvin.  Yes,  sir. 

The  Chairman.  Did  you  see  the  advertisements  appearing  in  those 
papers  at  the  time? 

Mr.  Irvin.  We  did,  currently.  They  attached  no  copy  of  the 
advertisement,  however,  to  the  bills. 

The  Chairman.  What  was  the  total  length  of  time  between  the 
first  of  these  720  men  and  the  last  one?  How  long  were  yoa  in 
getting  this  number  of  men? 

Mr.  Irvin.  I  should  say  approximately  five  months. 

The  Chairman.  What  was  the  occasion  for  this  extensive  adver- 
tisement for  these  men? 

Mr.  Irvin.  We  needed  men  to  fill  positions  vacated  by  others  in 
our  mills  in  various  cities  and  towns  m  which  we  have  ractories. 

The  Chairman.  I  will  ask  you  to  examine  this  issue  of  the  Pitts- 
burgh Gazette-Times  and  tell  me  if  that  is  one  of  the  advertisements 
entered. 

Mr.  Irvin  (examining  same) .  I  can  not  say  that  it  is  actually  an 
ad  we  had  them  insert.  We  simply  gave  them  verjjal  instructions 
to  procure  us  men  for  our  hot  muls  tor  various  positions,  and  they 
framed  the  advertisement. 

The  Chairman.  You  paid  for  them? 

Mr.  Irvin.  We  paid  for  them. 

Mr.  Bartlett.  Have  you  seen  this  advertisement  in  Mr.  Pitch's 
book?  Have  you  read  Mr.  Fitch's  book  and  seen  the  sample  of  ad- 
vertisements he  published  at  that  time? 

Mr.  Irvin.  No ;  I  have  not  seen  the  advertisements  in  Mr.  Fitch*s 
book. 
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Mr.  Babtleit.  If  you  have  not  seen  it,  I  will  not  ask  you  anything 
about  it. 

Mr.  Reed.  I  think  he  knows  all  about  the  advertisement. 

Mr.  Bartlbtt.  I  asked  him  if  he  had  seen  Mr.  Fitch's  book,  and  he 
said  he  had  not. 

Mr.  Ibvin.  I  have  not  seen  Mr.  Fitch's  book. 

Mr.  Reed.  I  think  he  has  seen  the  same  advertisement  in  the 
newspapers. 

Mr.  Babtlbtt.  I  examined  Mr.  Fitch  about  the  one  in  his  book. 
I  have  never  seen  any  other. 

Mr.  Reed.  Mr.  Fitch  in  his  book  reproduces  an  advertisement  he 
saw  in  the  newspapers.  While  this  witness  has  not  seen  the  book 
and  the  reproduction  of  the  advertisement,  he  saw  the  original 
advertisement  in  the  paper. 

The  Chaibman.  That  is  what  I  was  asking  him  about,  and  he 
said  he  had  not. 

Mr.  Babtlett.  Have  you  seen  that  one  that  Mr.  Fitch  purported 
to  copy? 

Mr.  Ibvin.  If  ^ou  will  permit  me  to  see  the  advertisement  in  Mr. 
Fitch's  book,  I  will  probably  recall  it. 

Mr.  Reed.  That  is  the  advertisement,  Mr.  Irvin.  in  which  it  is 
stated  that  certain  foreign  nationalities  are  preierred.  Do  you 
remember  seeing  such  an  advertisement? 

Mr.  Ibvin.  ^es:  I  remember  seeing  such  an  advertisement. 

Mr.  Babtlett.  Do  you  remember  seeing  it.  in  which  it  spoke  of 
the  character  of  people  that  were  preferred?  Do  you  remember 
that  part  of  it? 

Mr.  Ibvin.  Yes. 

Mr.  Babtlett.  Do  you  recall  what  it  was  ? 

Mr.  Ibvin.  I  do  not  recall  exactly  what  it  was,  but  I  recall  the  cir- 
cumstance very  well. 

Mr.  Babtlett.  Will  you  state  why  they  stated  that  certain  nation- 
alities were  preferred? 

Mr.  Ibvin.  I  think  I  can. 

Mr.  Babtlett.  I  would  like  to  know. 

Mr.  Ibvin.  We  had  been  advertising  for  hot-mill  men ;  that  is,  we 
had  given  the  Central  Employment  Bureau  an  order  to  procure  as 
many  hot-mill  men  as  they  could.  After  they  had  been  going  on  for 
some  time  and  we  employed  all  of  the  men  who  were  capable  in  our 
judgment  of  filling  positions  in  the  hot  mills,  the  supply  of  labor 
soon  became  exhausted.  When  we  went  to  start,  at  the  beginning  of 
operations  in  the  tin-house  department,  it  was  necessary  to  procure 
additional  labor.  On  account  of  all  tne  available  Americans  hav- 
ing been  employed  to  fill  the  positions  in  the  hot  mills,  it  was  neces- 
sary then  to  employ  foreigners  for  the  tin*  houses. 

Mr.  Gibson,  the  manager  of  the  emplovment  bureau  at  that  time, 
when  I  requested  him  to  get  men  for  tne  tin  house,  said:  "Well,* 
it  is  not  possible  to  get  Americans  for  this  position,  because  we  have 
gotten  all  the  Americans  that  are  available  for  the  hot  mills."  I 
said:  "What  kind  of  foreign  help  can  you  get  for  us?  "  He  said: 
"  I  can  cet,  perhaps,  a  numoer  oi  diflPerent  nationalities."  He  said : 
"  What  Kind^do  you  prefer  ?  " 
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Based  upon  our  experience  in  employing  foreign  labor  for  the 
tin  houses,  1  gave  him  a  list  of  those  we  preferred,  providing  he  oould 
get  them,  in  the  order  of  preference. 

Mr.  Bartlett.  This  628  Penn  Avenue  office  is  the  same  employ- 
ment bureau  you  spoke  of? 

Mr.  Irvin.  Yes,  sir.  Our  experience  was  that  Syrians,  Poles,  and 
Roumanians  were  inclined  to  Ablj  in  a  position  when  they  (Mice  got 
it,  perhaps  better  than  Italians  and  some  other  foreigners.  We  at 
all  times  prefer  American  labor  when  we  can  get  it  and  when  it  is 
available. 

Mr.  Bartlett.  Is  foreign  labor  not  cheaper  ? 

Mr.  Irvin.  We  pay  the  same  price.  We  pay  a  rate  per  box  in  the 
tin  houses.    There  is  no  difference  in  the  wages  paid. 

Mr.  Beall.  Was  there  a  strike  on  at  the  tune  these  advertisements 
were  inserted  ? 

Mr.  Irvin.  Yes,  sir. 

Mr.  BeaijL.  How  long  had  it  been  in  progress? 

Mr.  Irvin.  I  should  say  from  the  time  the  first  advertisement  was 
put  in  the  strike  had  been  in  progress  perhaps  a  week. 

Mr.  BeaLcL.  How  many  men  had  eone  out,  about? 

Mr.  Irvin.  Up  to  the  time  the  advertisements  were  first  inserted! 

Mr.  BEAiJi.  Yes. 

Mr.  Irvin.  I  do  not  know  if  any  had  been  sent  out  to  the  mills  at 
that  time. 

Mr.  Beall.  I  mean  how  many  men  had  gone  out  on  the  strike.  I 
understood  you  to  say  there  was  a  strike  on  at  that  time. 

Mr.  Irvin.  I  misunderstood  your  question.  I  do  not  recall  just 
exactly  the  number. 

Mr.  Beall.  Approximately — up  in  the  hundreds,  up  in  the  thou- 
sands, a  dozen,  or  how  many  ? 

Mr.  Irvin.  Perhaps  6,000. 

Mr.  Beaxx.  About  6,000  men  had  gone  out  ? 

Mr.  Irvin.  I  say  that  offhand;  I  can  not  give  you  the  exact 
figures. 

Mr.  Beall.  I  understand.  Do  you  know  anything  about  the  na- 
tionality of  the  men,  about  what  proportion  were  Americans? 

Mr.  Irvin.  I  have  no  information  on  that  subject 

Mr.  Beall.  Was  there  a  considerable  number  of  Americans  that 
had  gone  out? 

Mr.  Irvin.  I  should  say  there  was  a  considerable  number  of 
Americans. 

Mr.  Beall.  Could  you  approximate  the  percentage  of  them.? 

Mr.  Irvin.  I  could  not. 

Mr.  Beall.  That  is,  give  us  an  idea  of  whethw  there  were  a  thou- 
sand, or  fifteen  hundred,  or  as  many  as  twenty-five  hundred? 

Mr.  Irvin.  I  could  not  say  with  any  degree  of  accuracy. 

Mr.  Beall.  In  a  general  way,  was  that  strike  over  a  controversy 
of  wages  ? 

Mr.  Irvin.  I  can  not  say  exactly  how  the  strike  was  brought  about, 
with  reference  to  the  strikers. 

Mr.  Beall.  You  spoke  about  the  difficulty  of  getting  American 
labor.  Was  that  difficulty  brought  about  because  of  the  sympathy 
of  American  labor  for  the  strikers,  their  refusal  to  take  their  places, 
or  anv  such  cause  as  that  ? 
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Mr.  Irvin.  Not  with  respect  to  this  advertisement.  The  number 
of  foreigners  is  very  largely  in  the  majority  in  the  tin-house  occu- 
pations. 

Mr.  Beall.  I  understood  you  to  say  that  a  good  many  Americans 
had  gone  out. 

Mr.  Ikvin.  Yes. 

Mr.  Beall.  They  were  unemployed  at  that  time! 

Mr.  Irvin.  Yes.    That  was  for  the  hot-mill  positions. 

Mr.  Beall.  Your  experience  demonstrated  tnat  these  Syrians  and 
these  people  named  in  these  advertisements,  as  preferred,  were  less 
likely  to  go  out  on  strike  than  people  of  other  nationalities! 

Mr.  Irvin.  No. 

Mr.  Beall.  What  did  you  mean  a  moment  ago  by  saying  that  these 
people  were  more  inclined  to  remain  in  an  employment  that  ih&f 
once  got,  than  people  of  other  nationalities! 

Mr.  Irvin.  I  mean  their  habits  were  more  steady.*  There  is  a 
disposition  on  the  part  of  many  foreigners  to  work  for  a  few  months 
ana  then  give  up  their  positions  and  go  to  the  old  country. 

Mr.  Beall.  In  this  advertisement  you  say  that  Syrians,  Poles,  and 
Koumanians  are  preferred.  I  understand  that  there  has  been  noth- 
ing in  your  experience  to  demonstrate  that  these  particular  nation- 
alities were  less  likely  to  engage  in  a  strike  than  were  other  nation- 
alities. 

Mr.  Irvin.  I  should  say  not. 

Mr.  Beall.  Did  as  large  a  proportion  of  these  nationalities  go  out 
on  this  strike,  about  which  you  nave  spoken,  as  the  other  national- 
ities! 

Mr.  Irvin.  I  should  say  we  did  not  compile  any  data  as  to  the 
number  of  each  nationality  that  went  on  strike  at  the  time. 

Mr.  Beall.  But,  in  a  general  way,  do  you  know ! 

Mr.  Irvin.  We  did  not  have  in  mind  the  fact  that  these  national- 
ities were  more  inclined  to  stay  in  on  account  of  probable  labor 
disputes.  At  the  time  it  was  simply  a  question  of  expediency  of 
getting  a  class  of  men  in  who  were  more  adapted  for  the  character  of 
work  we  required. 

Mr.  Beall.  For  this  particular  character  of  work  did  your  com- 
pany ever  employ  Germans,  Irishmen,  Swedes,  Norwegians,  or 
Finns,  or  people  of  those  nationalities! 

Mr.  Irvin.  I  should  say  that  we  always  gave  nationalities  of  that 
kind  preference,  if  they  applied  for  work. 

Mr.  Beall.  Then  people  of  those  nationalities  have  been  employed 
in  these  mills! 

Mr.  Irvin.  I  presume  so. 

Mr.  Beall.  Is  it  not  a  fact  that  people  of  those  particular  nation- 
alities are  much  more  likely  to  remain  in  this  country  permanently, 
to  become  American  citizens,  than  are  the  people  of  the  nationalities 
you  say  here  are  preferred! 

Mr.  Irvin.  I  can  not  answer  that  question. 

Mr.  Beall.  Don't  you  know  frcmi  common  observation  and  expe- 
rience that  the  German  comes  here  to  remain,  generally;  that  the 
Irishman,  when  he  comes  here  from  the  Emerald  Isle,  comes  here 
to  make  an  American  citizen  of  himself;  that  the  Norwegians  and 
people  of  that  class  come  here  and  become  Americanized  much  more 
largely  so  than  the  Syrians,  Poles,  and  Roumanians!    Is  not  that 
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a  fact  ?  Has  not  that  been  the  result  of  your  experience  and  obser- 
Tation? 

Mr.  Irvik.  I  think  that  is  correct. 

Mr.  Beall.  So  it  could  not  have  been  because  the  Syrians,  the 
Poles,  and  the  Roumanians  were  more  likely  to  stay  in  this  country 
that  they  were  preferred  to  the  Irish,  the  Germans,  and  Swedes? 

Mr.  Ijrvik.  We  did  not  discriminate  against  the  Irish,  Qermans, 
and  Swedes. 

Mr.  Beall.  Well,  had  many  of  them  gone  out  on  this  strike?  Had 
they  been  employed  in  the  mills  prior  to  this  strike,  and  had  they 
gone  out — any  men  of  those  nationalities? 

Mr.  Irvik.  I  can  not  say  as  to  that.  But  there  are  not  many 
Swedes  or  Grermans  or  Irish  who  make  applications  for  positions 
in  the  tin  houses.  We  had  already  taken  every  able-bodied  man, 
regardless  of  his  nationalitv.  Of  course,  we  preferred  Americans, 
to  whom  we  could  talk  intelligently. 

Mr.  Beall.  Did  vou  advertise  for  Americans  in  any  other  city, 
in  any  other  part  of  the  country  ? 

Mr.  Irvin.  We  did  not  state  specifically  Americans.  When  we 
printed  our  advertisement  in  the  English  language,  we  expected 
anyone  who  was  out  of  work  would  make  application. 

Mr.  Beall.  In  these  advertisements  that  you  say  you  printed  in 
the  English  language,  did  you  state,  in  this  advertisement,  as  was 
stated  here — this  is  in  the  English  language — that  Syrians  and 
Poles 

Mr.  Irvin  (interposing).  Understand,  that  is  not  our  advertise- 
ment. 

Mr.  Beall.  It  was  inserted,  however,  through  the  agency  of  those 
who  represented  you.  You  knew  the  kind  of  advertisement  they 
were  inserting,  did  jou  not  ? 

Mr.  Ibvin.  W'e  did  not  know  the  kind  of  advertisement  this  Cen- 
tral Employment  Bureau  would  insert  in  the  paper. 

Mr.  Beall.  Pretty  soon  after  you  made  your  contract  with  them, 
you  knew,  did  you  not,  because  you  saw  the  advertisement? 

Mr.  Irvin.  We  saw  the  advertisement  after  it  was  printed. 

Mr.  Beall.  Did  you  suggest  any  change? 

Mr.  Irvin.  No  ;  I  think  not 

Mr.  Beall.  Did  you  approve  of  it? 

Mr.  Irvin.  We  put  the  question  up  to  the  labor  bureau  to  furnish 
us  with  a  certain  number  of  men  if  they  could  eet  them. 

Mr.  Beall.  And  you  indicated  to  them  that  these  three  particular 
nationalities  would  be  preferred,  of  all  the  foreigners? 

Mr.  Irvin.  Preferred  to  other  foreigners  who  applied  for  mill 
work  and  common  labor  work. 

Mr.  Beall.  You  say  you  advertised  elsewhere  in  English.  Do 
you  know  whether  the  advertisement  was  about  the  form  of  this 
advertisement  ? 

Mr.  Irvin.  I  believe  you  have  another  paper  there  showing  the 
form  of  the  advertisement  that  was  employed. 

Mr.  Beall.  You  are  referring  to  this  [indicating]  ? 

Mr.  Irvin.  Yes. 

Mr.  Beall.  "Hot-mill  men  for  tin  mills."  Was  this  advertise- 
ment inserted  in  the  papers  away  from  Pittsburgh  also? 

Mr.  Irvin.  I  can  not  say. 
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Mr.  Beall.  Had  it  been  the  habit  of  jour  company,  when  there 
iv^as  a  scarcity  of  men,  to  put  these  advertisements  in  different  papers 
throughout  that  section  of  the  country,  or  were  you  limited  to  Pitts- 
burgh ? 

Air.  Irvin.  Throughout  the  Pittsburgh  district  ? 

Mr.  Beall.  Throughout  the  Pittsburgh  district. 

Mr.  Irvin.  Yes,  sir. 

Mr.  Beall.  Were  there  any  advertisements,  to  your  knowledge, 
ever  inserted  in  papers  in  a  foreign  country,  oi  any  kind,  indicatinjg 
that  under  any  conditions  employment  might  be  obtained  in  this 
country  for  particular  classes  of  people? 

Mr.  Irvin.  I  do  not  think  there  ever  has  been  such  an  advertise- 
ment ;  at  any  rate,  not  to  my  knowledge. 

Mr.  Beall.  How  many  of  those  men — of  the  6,000  you  said  went 
out  on  strike — ^were  finally  given  employment  ?  Could  you  suggest 
approximately  the  proportion  of  them? 

Mr.  Irvin.  No;  1  could  not. 

Mr.  Beall.  Was  any  considerable  number  of  them  ever  employed? 

Mr.  Irvin.  Oh,  yes;  a  considerable  number.  I  should  think  most 
of  them. 

Mr.  Beall.  Did  the  Americans  who  went  out  on  that  strike  ever 
receive  free  employment? 

Mr.  Irvin.  On,  yes. 

Mr.  Beall.  How  long  did  the  strike  continue? 

Mr.  Irvin.  About  15  months. 

Mr.  Beall.  How  was  it  finally  adjusted?  Was  it  on  a  compromise 
basis  ?    Did  the  company  win  or  did  the  strikers  win  ? 

Mr.  Irvin.  It  is  my  recollection  that  the  labor  organizations  who 
declared  the  strike  called  it  off  after  the  expiration  of  about  15 
months. 

Mr.  Beall.  They  had  union  labor  in  the  tin-plate  mills  at  that 
time — at  the  time  the  strike  was  ordered  ? 

Mr.  Irvin.  At  the  time  the  strike  was  called  off? 

Mr.  Beall.  Yes. 

Mr.  Irvin.  No.  All  of  our  mills  were  then  running  on  an  oi)en- 
shop  basis. 

Mr.  Beall.  Were  they  running  in  that  way  when  the  strike  was 
ordered? 

Mr.  Irvin.  No. 

Mr.  Gardner.  They  were  not  running  on  an  open-shop  basis  when 
the  strike  was  ordered? 

Mr.  Irvin.  The  mills,  at  the  time  the  strike  was  declared,  were  not 
running  open  shop. 

Mr.  Beall.  They  were  union  mills? 

Mr.  Irvin.  Yes. 

Mr.  Beall.  A  strike  was  ordered,  which  lasted  about  15  montlis. 
Finally  the  strike  was  ended.  At  the  time  the  strike  began  they  were 
union  mills;  when  the  strike  ended  they  were  open-shop  milI^.  Is 
that  right? 

Mr.  Irvin.  That  is  right. 

Mr.  Beall.  The  unions  were  destroyed?  The  unions  were  no 
loneer  recognized? 

Mr.  Irvin.  They  were  no  longer  recognized  in  those  mills. 

Mr.  Beall.  Since  that  time  have  they  been  recognized  ? 
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Mr.  Irvin.  No,  sir. 

Mr.  Bbauj.  They  have  been  nining  as  nonunion  mills  since? 

Mr.  Irvin.  Not  as  nonunion  mills  but  as  open-shop  mills. 

Mr.  Beall.  Has  any  discrimination  been  practiced  against  any  man 
because  he  belonged  to  the  union  f 

Mr.  Irvin.  Not  to  my  knowledge. 

Mr.  Beall.  Have  you  heard  anything  in  your  capacity  as  an  officer 
of  the  corporation  indicating  there  was  any  sort  of  discrimination 
against  a  man  because  he  was  a  union  man  i 

Mr.  Irvin.  That  depends  on  what  may  be  considered  discrimi- 
nation. 

Mr.  Beall.  Well,  what  you  consider  discrimination. 

Mr.  Irvin.  I  say  no. 

Mr.  Beall.  What  was  it  you  heard  that,  in  your  judgment,  would 
make  it  dependent  upon  what  a  man  considered  discrmiination,  as 
to  whether  or  not  it  was  discrimination? 

Mr.  Irvin.  I  have  no  knowledge  of  hearing  anything  that  would 
be  so  construed. 

Mr.  Gardner.  What  did  you  hear  that  somebody  else  might  have 
considered  as  being  discrimination? 

Mr.  Irvin.  I  do  not  recall  anything  specifically  at  this  time. 

Mr.  Beall.  It  must  have  been  a  matter  up  tor  discussion  among 
the  officials  of  the  mills  about  the  time  that  the  strike  was  settled, 
before  and  after  that  time,  as  to  what  the  general  attitude  would  be 
toward  men  belonging  to  the  unions — to  organized  labor.  You  had 
some  kind  of  jpolicy.    What  was  it? 

Mr.  Irvin.  Of  cour-e  we  were  naturally  reluctant  to  give  employ- 
ment to  persons  that  had  displayed  a  vicious  character  during  the 
trouble. 

Mr.  Beall.  Displayed  what? 

Mr.  Irvin.  A  vicious  disposition  toward  the  men  who  entered  the 
employ  of  our  mills  on  an  open-£iiop  basis. 

Mr.  Beall.  AVliat  does  that  mean?  Does  it  mean  that  if  you 
wanted  a  man  to  work  in  the  mills,  and  you  had  a  imion.man  apply- 
ing on  one  hand  and  a  nonunion  man  applying  on  the  other,  that  you 
would  give  the  preference  to  the  nonunion  man  ? 

Mr.  Irvin.  We  did  not  ask  a  man  whether  he  was  a  union  man  or 
a  nonunion  man,  to  the  best  of  my  knowledge,  wben  he  applied  for 
work. 

Mr.  Beall.  Did  you  resort  to  any  other  means  of  ascertaining 
whether  or  not  a  man  was  a  union  or  nonunion  man,  whether  or  not 
he  had  been  active  or  inactive  with  respect  to  labor  organization? 

Mr.  Irvin.  Yes. 

Mr.  Beall.  In  that  section? 

Mr.  Irvin.  We  naturally  knew  the  ones  who  were  taking  an  active 
part. 

Mr.  Beau:..  You  did  not  have  to  ask  them  ? 

Mr.  Irvin.  In  the  strike  at  all  of  the  plants 

Mr.  Gardner  (interposing).  Did  you  give  a  different  treatment 
to  the  officials  and  the  pickets  of  the  union  to  what  you  did  to  the 
rank  and  file  of  the  union  ? 

Mr.  Irvin.  We  naturally  took  back,  as  we  needed  the  men  to  fill  up 
the  ranks,  from  the  strikers'  organizations,  the  ones  who  were  least 
active  during  the  trouble. 
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Mr.  Rbed.  There  was  a  ^reat  deal  of  violence  during  that  strike. 

Mr.  Qasdnbs.  I  am  not  implying  it  is  not  a  natural  thing  to  do. 
I  just  wanted  the  facts ;  that  is  all. 

Mr.  Beed.  I  was  just  adding  another  fact. 

Mr.  Bbalu  Do  you  know  wbtLi  proportion  of  the  men  working  at 
this  time  are  men  bdonging  to  the  union,  to  any  kind  of  a  labor 
union? 

Mr.  Irvik.  I  do  not  know. 

Mr.  Beall.  Can  not  you  form  any  estimate? 

Mr.  Ibvik.  I  have  no  means  of  Imowing. 

Mr.  Beaix.  Does  your  information  go  to  the  extent  that  you  could 
state  whether  it  was  a  large  or  small  proportion  ? 

Mr.  Irvin.  I  could  not  answer  that  question. 

Mr.  Beall.  You  are  not  sure? 

Mr.  Ihvin.  No,  sir. 

Mr.  Beall.  Are  you  sure  there  are  any  men  now  at  work  belonging 
to  the  union? 

Mr.  Irvin.  I  am  not  sure. 

Mr.  Beall.  You  are  not  sure  about  that? 

Mr.  Irvin.  No,  sir. 

Mr.  Beall.  In  your  experience  in  these  mills  have  you  ever  ob< 
served  any  difference  among  different  nationalities  in  their  attitude 
toward  labor  imions,  that  is,  whether  the  Poles,  the  Syrians,  or  the 
Roumanians  are  less  likely  than  people  of  other  nationalities  to  ally 
themselves  with  labor  organizations? 

Mr.  Irvin.  I  do  not  believe  that  I  have. 

Mr.  Beall.  You  do  not  know  now  that  you  are  in  a  position  to  say 
that  these  particular  nationalities  are  more  likely  or  less  likely  than 
the  people  of  other  nationalities  to  associate  themselves  in  these  labor 
organizations  ? 

Mr.  Irvin.  It  seems  to  me  that  the  employees  of  all  the  mills,  who 
were  affiliated  with  labor  organizations  at  that  time,  came  out  re- 
gardless of  whether  they  were  of  one  nationalitv  or  another. 

Mr.  Beall.  Do  you  know  whether  at  the  time  these  men  walked  out 
there  were  among  them  a  considerable  number  of  Syrians,  Rouman* 
ians,  and  Poles?  Do  you  remember  whether  or  not  any  considerable 
number  of  people  of  these  particular  nationalities  went  out  on  that 
strike? 

Mr.  Irvin.  No;  I  have  no  means  of  knowing  just  the  percentage 
of  the  various  nationalities  that  were  employed. 

Mr.  BeaUi.  You  do  not  know  anything  about  the  disposition  or 
indisposition  of  these  people  to  connect  themselves  with  labor  organi- 
zations  ? 

Mr.  Irvin.  No- 
Mr.  Beall.  How  many  men  did  you  have  in  your  mills  at  the  time 
of  this  strike? 

Mr.  Reed.  You  mean  in  all  mills? 

Mr.  Beall.  In  the  mills  about  which  he  is  speaking ;  I  don't  know 
how  extensive  they  are. 

Mr.  Gardner.  The  mills  affected  by  the  strike. 

Mr.  Beall.  Out  of  which  the  6,000  men  went.  What  was  the  total 
number  of  men  employed  before  the  strike  began? 
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Mr.  IsYiN.  I  presume  in  that  relation  it  would  be  about  10,000  men. 

Mr.  Beall.  There  came  a  strike,  and  6,000  of  them  walked  out; 
that  left  4,000. 

Mr.  Ibvik.  Those  are  just  approximate  figures. 

Mr.  Beall.  I  understand,  rnow,  amon^  those  remaining,  do  you 
know  what  particular  nationality  predominated? 

Mr.  Irvin.  No,  sir. 

Mr.  Beall.  Were  they  Americans,  any  considerable  number  of 
themt 

Mr.  Irvin.  No  ;  I  have  no  means  of  knowing  that 

Mr.  Beall.  You  have  no  knowledge  on  that  subject? 

Mr.  Irvin.  No,  sir. 

Mr.  Gardner.  Is  it  not  a  fact  that  whether  or  not  a  particular 
nationality  shows  a  disposition  to  join  a  union,  depends  a  good  deal 
on  the  nationality  of  the  officers  of  the  union  ? 

Mr.  Irvin.  That  may  perhaps  be  so. 

Mr.  Gardner.  That  has  been  my  own  observation  in  my  neigh- 
borhood. 

Mr.  Irvin.  I  think  very  much  depends  upon  the  activity  of  the 
officers. 

Mr.  Gardner.  Yes.  But,  other  things  beinff  equal,  activity  and 
honesty  and  the  reliability  of  the  officers,  nationality  makes  a  good  deal 
of  difference  in  the  question  as  to  whether  persons  of  the  same  race 
or  a  different  race  show  a  tendency  to  join — possibly  on  account  of 
the  language  being  different,  and  possibly  on  account  of  some  race 
prejudice  ? 

Mr.  Irvin.  Yes. 

STATEMENT  OF  WILLIAM  M.  HOLLENBECK. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  You  are  at  the  head  of  the  Central  Employment 
Bureau? 

Mr.  HoLLENBECK.  Ycs,  sir. 

The  Chairman.  What  is  the  purpose  of  this  bureau,  do  you  know  ? 

Mr.  HoLLENBECK.  With  whicn? 

The  Chairman.  What  is  the  business  of  this  Central  Employment 
Bureau? 

Mr.  HoLLENBECK.  Fumishiug  help  for  anyone. 

The  Chairman.  How  does  it  operate?  Explain  what  the  person 
desiring  help  does  and  what  you  do.  How  do  you  operate  this 
bureau? 

Mr.  HoLLENBECK.  Wc  havc  inquiries  for  help,  orders  for  help. 
Also  we  have  people  that  come  to  us  for  employment.  That  is  the 
nature  of  the  business. 

The  Chairman.  When  people  come  to  you  for  emplojonent,  you 
have  them  register  their  names  and  addresses,  and  when  people  want 
like  help  you  bring  them  together  and  charge  something  tor  your 
lervices? 

Mr.  HoLLENBECK.  Ycs,  sir. 

The  Chairman.  Is  this  bureau  nm  in  the  interest  of  any  par- 
ticular nationality? 

Mr.  HoLLENBECK.  No,  sir. 
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The  Chaibman.  Do  you  secure  help  by  advertising  in  the  papers? 
If  a  man  comes  to  you  and  wants  500  men,  what  do  you  do  1 

Mr.  HoiiLENBECK.  We  will  try  and  furnish  them,  by  advertising 
for  them,  or  any  other  means  by  which  we  can  get  the  people. 

The  Chairman.  If  I  should  come  to  yor  and  say  I  am  running  a 
mill  in  Pittsburgh  and  that  I  want  500  men,  what  s^rt  of  an  adver- 
iisement  would  you  enter  ? 

Mr.  HoLLENBECK.  I  would  advertise  for  the  class  of  help  that  you 
wanted.  I  would  ascertain  what  you  wanted  first  and  advertise  foir 
that  class  of  help. 

The  Chairman.  Suppose  I  wanted  500  men  to  operate  as  helpers 
in  a  tin  mill.  Suppose  I  wanted  rollers,  doublers,  heaters,  roughers, 
catchers,  and  screw  boys ;  what  would  you  advertise  for  ? 

Mr.  Keed.  I  object  to  this,  because  it  has  not  been  shown  this  wit- 
ness was  connected  with  the  Central  Employment  Bureau  in  1909, 
and  I  take  it  to  be  quite  irrelevant  as  to  what  he  would  do  under 
certain  circumstances  now. 

The  Chairman.  Is  this  bureau  run  the  same  way  it  was  in  1909 
or  do  you  know? 

Mr.  HoiiLENBECK.  I  could  not  answer  a  question  like  that. 

The  Chairman.  Have  you  the  same  help  they  had  then? 

Mr.  HoiiLENBECK.  The  same  which? 

The  Chairman.  Do  you  run  on  the  same  principle  on  which  it  was 
run  in  1909? 

Mr.  HoiiLENBECK.  I  could  not  answer  that  question.  I  may  run  the 
business  differently.  The  business  really  is  the. same  as  it  was  then, 
but  I  may  use  other  means  of  getting  the  help,  different  from  the 
former  owner. 

Mr.  Young.  Were  you  connected  with  it  in  any  way  in  1909? 

Mr.  HoiiLENBECK.  No,  sir. 

Mr.  Beed.  I  renew  the  objection.  I  do  not  think  it  makes  a  bit  of 
difference  what  this  witness  will  do  now. 

The  Chairman.  I  will  ask  you  this  question:  Do  you  know  the 
general  principles  upon  which  these  employment  bureaus  are  run  ? 

Mr.  HoLLENBECK.  Ycs,  sir. 

The  Chairman.  How  long  have  you  been  connected  with  them  ? 

]^.  HoiiLENBECK.  About  fivc  mouths. 

The  Chairman.  Before  that  were  you  ever  employed  in  one  of 
them? 

Mr.  HoiiLENBECK.  No,  sir. 

Mr.  Young.  It  seems  to  me,  Mr.  Chairman,  that  is  going  pretty  far. 

Mr.  Bartlbtt.  I  guess  we  have  the  wrong  witness. 

The  Chairman.  1  will  connect  it. 

Do  you  know  Mr.  C.  E.  Gibson? 

Mr.  Hollenbegk.  I  do. 

The  Chairman.  Was  he  connected  with  this  bureau  at  any  time? 

Mr.  HoiiLENBECK.  I  bought  the  business  from  Mr.  A.  C.  Gibson. 

The  Chairman.  Was  he  in  charge  of  the  business  in  1909? 

Mr.  HoLLBNBECK.  The  books  show  that;  yes,  sir. 

The  Chairman.  Do  you  know  Mr.  Hollander? 

Mr.  HoiiLENBECK.  No,  sir. 

The  Chairman.  Do  you  know  whether  he  was  connected  with  the 
bureau  in  1909? 
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Mr.  HoLLENBBOK.  I  find  his  name  on  the  record. 

The  Chairman.  When  requests  are  made  for  help  do  jaa  insert  the 
nationality  or  does  the  person  requesting  the  help  insert  the  nation- 
ality ? 

Mr.  Reed.  I  object  to  that,  because  the  witness  does  not  know  what 
was  done  in  1909. 

The  Chairman.  I  am  asking  now  for  my  own  information. 

Mr.  Rbi»>.  I  oWect  to  it  going  into  the  i^ecord. 

Mr.  yoTTNG.  I  do  not  think  we  ought  to  go  into  that.  We  are  trav- 
eling too  far  afield,  anyway.  Certainly  the  man  who  ran  this  em- 
ployment bureau  at  the  time  should  be  ea^  enough  to  d>tain,  I  sup- 
pose. I  do  not  see  much  materiality  in  it  anyway.  But  when  we  take 
it  in  connection  with  the  statement  of  Mr.  Irvin  that  he  did  in  this 
instance  say  that  for  this  particular  purpose  he  preferred  the  men 
who  were  named  in  that  advertisement,  it  seems  to  be  an  admitted 
fact. 

Mr.  Reed.  The  reference  is  to  other  foreigners. 

Mr.  Young.  He  stated  the  circumstances. 

Mr.  Gardner.  Why  not  let  this  witness  answer  the  question  with 
the  distinct  understanding  it  in  no  way  indicates  what  anybody  d^ 
would  do? 

Mr.  Young.  If  it  does  not,  what  is  the  importance  of  it? 

The  Chairman.  At  times  we  become  excruciatin^y  technical. 

Mr.  Young.  I  do  not  think  this  is  excruciatingly  technical ;  I  think 
it  is  excruciatingly  unfair. 

The  Chairman.  Either  way ;  the  chairman  is  not  particular  about 
the  viewpoint.  As  I  understand,  it  does  not  matter  in  what  basi- 
ness  it  is ;  if  it  is  a  (][uestion  as  between  two  men,  the  custom  of  the 
business  is  always  universal,  if  there  are  certain  customs  that  govern 
in  the  business.    This  is  an  established  business. 

Do  you  know  the  rules  and  the  customs  that  govern  the  business 
in  which  you  are  engaged  ? 

Mr.  HoLusNBECK.  1  certainly  do.    I  am  under  license  and  bond. 

The  Chairman.  Is  this  employment  business  conducted  under  cer- 
tain recognized  rules  and  customs? 

Mr.  HoLLENBECK.  Well,  it  has  been  a  licensed  and  bonded  busi- 
ness for,  I  don't  know  just  how  lon^.    But  it  is  run  under  State  laws. 

The  Chairman.  Do  you  run  this  business  according  to  the  cus- 
toms that  have  governed  it  for  years,  or  do  you  rim  it  in  any  way 
you  please? 

Mr.  HoLLENBEGK.  No ;  I  run  it  according  to  law;  I  lun  not  court- 
ing trouble. 

The  Chairman.  Do  you  know  whether  or  not  it  is  the  custom,  and 
has  been  for  years  the  custom,  of  employment  bureaus,  wbmi  adver- 
tising in  making  choice  between  the  nationality  of  employees,  to  con- 
sult the  wishes  of  the  person  seeking  employees,  or  to  use  their  own 
discretion  in  the  matter? 

Mr.  Reed.  The  chairman  will  note  my  objection  ? 

The  Chairman.  Yes;  I  note  it. 

Do  you  know  whether  such  a  custom  prevails  now,  and  has  pre- 
vailed for  years,  in  reference  to  employment  bureaus  ? 

Mr.  HoLLENBECK.  I  do  not  know,  Mr.  Stanley;  I  would  not  take 
any  chances  for  my  own  self.  I  don't  laiow  what  Mr.  Gibson  did  at 
that  time,  or  what  he  would  do  if  he  was  in  my  place  now. 
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The  Chaikman.  Do  you  know  the  customs  governing  your  busi- 
ness in  that  respect? 
Mr.  HoLLBNBECK.  Yos,  sir. 
The  Chairman.  What  is  the  custom? 

Mr.  HoLLBNBEGK.  If  YOU  askcd  for  500  men,  and  j^ou  made  no 
choice,  I  would  use  my  best  endeavor  to  get  men  to  suit  you.  If  a 
brewery  wants  men,  I  would  send  them  Germans  every  time.  I 
would  not  send  an  Irishman  to  a  brewery,  because  he  would  be  turned 
down.  [Laughter.]  You  may  laugh,  but  you  can  go  into  half  a 
dozen  breweries  and  you  won't  find  an  Irishman. 

The  Chairman.  I  think  you  are  exactly  right.  Do  you  know 
whether  Syrians,  Poles,  and  Roumanians  are  specially  suited  to  the 
tin-mill  business,  like  a  German  is  to  a  brewery? 

Mr.  HoLLENBECK.  I  dou't  know.  My  ideas  may  diflfer  from  other 
people's.  I  have  worked  in  mills  10  years  myself,  or  20  years  for 
that  matter.  I  find  a  Syrian  is  a  very  poor  workman  in  a  mill ;  and 
if  I  had  inserted  the  advertisement  I  would  have  cut  the  Syrians  out, 
because  you  will  find  those  people  with  a  pack  on  their  back,  ped- 
dling from  door  to  door.  That  is  really  their  custom  and  their  busi- 
ness. I  do  not  think  they  would  make  good  workmen  in  any  mill. 
The  Chairman.  What  peeuliar  fitness  has  a  Pole  for  that  business? 
Mr.  HoLLBNBECK.  The  Pole  or  the  Slav  have  made  very  good  mill 
workers. 

The  Chairman.  Do  they  make  any  better  workmen  than 
Americans? 

Mr.  Reed.  Objected  to,  because  it  has  been  very  distinctly  shown 
the  advertisement  did  not  mean  they  were  preferred  to  Americans. 
The  Chairman.  We  will  interpret  that  in  our  ovni  waj[. 
Mr.  Reed.  The  chairman  becomes  excruciatingly  technical  if  he  is 
going  to  construe  the  advertisement  that  way. 

The  Chairman.  No;  it  is  simply  a  reading  of  the  English  language. 
Do  you  know  anything  about  whether  the  Poles  and  Roumanians 
are  specially  suited  to  this  business? 

Mr.  Bartlett.  Permit  me  to  say  this,  Mr.  Chairman:  Here  we 
have  put  in  a  particular  instance,  during  a  strike,  in  which  it  is  tried 
to  be  brought  home  to  the  Steel  Corporation  that  they  authorized  the 
insertion  of  this  advertisement,  the  insertion  in  the  way  it  reads. 
They  have  admitted  that  to  be  true,  and  have  explained  it.  Whether 
or  not  the  explanation  is  sufficient,  I  do  not  now  undertake  to  say; 
but  it  does  seem  to  me  that  to  go  further  and  inquire  into  the  customs 
of  the  business,  as  to  what  this  man  would  have  done  if  he  had  been 
in  the  place  or  those  who  condueted  the  business  previously,  before 
he  got  into  it,  and  what  he  does  now,  it  immaterial. 

The  Chairman.  I  was  simply  trying  to  come  to  an  understanding 
about  his  using  his  own  discretion  in  getting  employees  for  his 
patrons,  and  was  trying  to  find  out  whether  it  was  the  custom  in  all 
employment  bureaus  to  use  that  discretion.  I  think  it  is  very  ma- 
terial to  know  at  this  time. 

Mr.  Bartlett.  Mr.  Irvin  testified  that  they  left  it  to  the  employ- 
ment agency. 

The  Chairman.  It  may  be  that  these  people  are  specially  skilled 
in  the  business. 

Do  you  know,  Mr.  Hollenbeck,  whether  Poles  and  Roumanians  are 
specially  skilled  in  the  tin  business?    As  a  nice,  do  they  t^ike  to  it? 
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Mr.  HoLLENBECK.  I  believe  they  are ;  yes,  sir. 

The  Chaibman.  You  did  not  insert  these  advertisements.  I  be- 
lieve I  have  asked  you  if  Mr.  Hollander  was  in  the  employ  of  this 
bureau  in  1909. 

Mr.  HoLLEKBECK.  The  book  states  so ;  I  don't  know. 

The  Chairman.  That  is  all. 

STATEMENT  OF  OEOBOE  H.  SEIDES. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  What  is  your  business? 

Mr.  Seldes.  Reporter. 

The  Chairman.  Were  you  so  engaged  in  1909? 

Mr.  Seldes.  I  don't  think  so. 

The  Chairman.  I  will  ask  you  if  your  attention  was  called  to  this 
advertisement  in  the  Pittsburgh  Gazette-Times  about  July  15, 1909  f 

Mr.  Sbldes.  Why,  I  saw  about  20  or  30  on  the  same  order;  probably 
this  one  also. 

The  Chairman.  In  what  papers  were  those  advertisements  run? 

Mr.  Seldes.  All  in  the  Gazette-Times,  those  that  I  saw. 

The  Chairman.  I  call  your  attention  to  this  other  advertisement 
down  here.    Were  the  same  advertisements  run  in  the  same  paper? 

Mr.  Young.  Which  are  you  showing  him — ^the  Syrian  advertise- 
ment ? 

The  Chairman.  Both  of  them. 

Mr.  Seldes  (after  examination).  Yes,  sir. 

Mr.  Young.  Which  did  he  answer  to? 

The  Chairman.  He  answered  as  to  the  first  one,  and  I  showed  him 
the  second,  and  asked  if  the  same  advertisements  were  run  in  the 
same  paper. 

Mr.  Seldes.  Yes,  sir. 

The  Chairman.  How  were  these  advertisements  run;  in  the  same 
words  ?    Did  you  examine  the  papers  at  that  time  ? 

Mr.  Seldes.  I  believe  there  were  only  about  two  or  three  alike. 
Every  other  one  had  something  changed.  There  would  be  some 
phrase  changed ;  it  would  be  the  same  offer,  but  the  number  of  men 
would  be  changed. 

The  Chairman.  Was  the  same  reference  made  to  Syrians,  Poles, 
and  Hungarians? 

Mr.  Seldes.  I  think  at  one  time  there  were  four  nationalities  men- 
tioned ;  three  usually. 

The  Chairman.  Were  Americans  ever  mentioned  in  the  adver- 
tisement ? 

Mr.  Seldes.  I  never  saw  an  American  mentioned. 

The  Chairman.  Who  called  your  attention  to  these  advertise- 
ments ? 

Mr.  Seldes.  Our  city  editor. 

The  Chairman.  What  did  you  do? 

Mr.  Young.  What  paper  were  you  on? 

Mr.  Seldes.  I  was  on  the  Pittsburgh  Leader  at  that  time. 

The  Chairman.  Did  anybody  call  vour  attention  to  it? 

Mr.  Seldes.  Why,  he  gave  me  a  letter  from  Mr.  Moffett,  of  the 
immigration  department,  asking  for  certain  information.  He  put  me 
on  this,  and  I  went  to  look  it  up. 

The  Chairman.  Mr.  Moffett  did? 


XJinTED  STATES  STEEL  GOBPOBATION.  3073 

Mr.  Seldes.  The  letter  was  from  Mr.  Moffett. 

The  Chaibkan.  And  j^ou  got  this  information  for  Mr.  Moffett  t 

Mr.  Seldes.  I  did. 

Mr.  Gardner.  From  the  office  of  the  United  States  Immigration 
Conmiission? 

Mr.  Seldes.  The  latter  was  from  here  in  Washington.  I  supposed 
he  was  connected  with  the  United  States  Immigration  Commission. 
He  was  making  some  report  or  investigation.  It  came  from  Wash* 
ington. 

The  Chairman.  What  was  his  position? 

Mr.  Seldes.  I  don't  know.    I  only  know  his  name  was  Moffett. 

The  Chairman.  Did  you  prepare  any  statement  for  the  Govern- 
ment? 

Mr.  Seldes.  I  prepared  two  affidavits. 

The  Chairman.  I  will  ask  you  to  look  at  these  affidavits  and  see  if 
they  are  the  ones. 

Mr.  Seldes  (after  examination).  These  are  the  ones;  yes,  sir. 

Mr.  Beed.  Is  not  that  rather  an  indirect  way  of  proving  something 
that  has  already  been  admitted  ? 

The  Chairman.  I  don't  think  it  has  been  admitted.  Did  you  make 
these  affidavits  at  that  time  ? 

Mr.  Seldes.*  I  did 

The  Chairman.  It  would  be  impossible  to  get  all  these  people  here 
on  short  notice,  and  that  is  the  reason  I  am  taking  this  short  method 
of  proving  it 

The  first  affidavit  seems  to  be  a  statement  of  Mr.  Hollander,  who 
was  employed  with  the  Central  Employment  Bureau  at  that  time. 

Mr.  Seldes.  Yes. 

The  Chairman.  Did  you  examine  Mr.  Hollander? 

Mr.  Seldes.  He  said  he  was  Mr.  Hollander.  The  man  I  talked 
to — that  I  thought  was  Mr.  Hollander — ^tried  to  evade  my  questions, 
and  he  would  not  give  me  any  name  at  all  until  I  forced  him  to. 

Mr.  Reed.  By  violence? 

Mt.  Seldes.  No  ;  not  by  violence. 

The  Chairman.  The  statement  is : 

On  Wednesday  afternoon,  November  2,  1910,  I  Tlsited  S.  Hollander,  who  sayfe 
he  is  a  member  of  the  firm  known  as  the  Central  Employment  Bureau,  at  the 
office  <rf  the  concern.  No.  628  Penn  Avenue,  Pittsburgh,  Pa.,  and  In  reply  to  my 
question  Mr.  Hollander  said : 

"The  advertisements  appearing  in  the  Gazette-Times  during  July  and  Aa« 
gust,  19C0,  which  carried  the  name  of  the  Central  Employment  Bureau,  were 
for  the  American  Sheet  &  Tin  Plate  Co.,  and  we  inserted  them  at  the  direction 
of  that  corporation.  There  was  a  strike  on  at  the  time,  and  the  company  was 
greatly  in  need  of  men.  I  do  not  care  to  divulge  the  name  of  the  man  who 
actually  paid  for  the  advertisement,  but  he  represented  the  American  Sheet  & 
Tin  Plate  Co." 

The  affidavit  is  signed  by  George  H.  Seldes. 

The  other  affidavit,  which  was  turned  over  to  the  Bureau  of  Immi- 
gration, and  was  with  reference  to  an  interview  with  Mr.  Gibson,  is 
as  follows : 

On  Friday  afternoon,  November  4,  1910,  I  visited  the  Central  Employment 
Bureau  at  628  Penn  Avenue,  Pittsburgh,  Pa.,  and  saw  there  Mr.  C.  E.  Gibson. 
Mr.  Gibson  declared  that  he  Is  a  member  of  the  firm,  and  I  personally  saw  the 
license  authorizing  him  to  condutt  the  bureau,  which  was  made  out  in  his  name. 

17042— No.  47—12 2 
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I  fidiowed  Mr.  Gibson  a  copy  of  the  following  advertisem^it,  which  I  peraooaliy 
copied  from  the  Pittsburgh  Qazette-Timee  of  July  14,  1909 : 

"  Wanted — 60  tin  house  men,  tinners,  catchers,  and  helpers  to  work  in  open 
shops,  Syrians,  Poles,  and  Roumanians  preferred;  steady  employment  and  good 
wages  to  men  willing  to  work;  fare  paid  and  no  fees  charged  for  this  work. 
Central  Employment  Bureau,  628  Penn  Avenue." 

Mr.  Gibson  freely  admitted  that  this  ad.  was  inserted  in  the  Gazette-Times 
by  the  Central  Employment  Bureau  at  the  directon  of  the  American  Sheet  & 
Tin  Plate  Co.  He  declared  that  he  did  not  wish  to  make  affidavit  to  this  for 
fear  of  offending  the  American  Sheet  &  Tin  Plate  Co.,  but  said  he  would  make 
a  sworn  statement  provided  an  official  of  the  company  would  authorize  him  to 
do  so. 

Did  you  make  that  affidavit? 

Mr.  Seldes.  I  did. 

Mr.  Oardner.  Who  is  Mr.  C.  E.  Gibson? 

Mr.  Young.  The  man  who  ran  the  employment  bureau. 

Mr.  Oabdneb.  The  other  witneses  testified  his  name  was  Mr.  A.  C. 
Gibson — am  I  not  correct,  Mr.  Hollenbeck?  Did  you  not  testify 
his  name  was  A.  C.  Gibson? 

Mr.  Hollenbeck.  Did  I  not  testify  to  what  ? 

Mr.  Gardner.  Did  you  not  testify  that  you  bought  this  place  from 
Mr.  A.  C.  Gibson. 

Mr.  Hollenbeck.  A.  C.  Gibson  was  the  proprietor^  and  I  under- 
stand Hollander  was  employed  as  manager  for  him. 

Mr.  Gardner.  Did  you  ever  hear  of  Mr.  C.  E.  Gibson? 

Mr.  Hollenbeck.  No.    This  man  was  A.  C.  Gibson. 

The  Chairman.  Look  at  that  affidavit  and  see  what  the  name  is 
there. 

Mr.  Gardner.  What  is  that  name?  • 

Mr.  Seldes.  The  name  is  C.  E.  Gibson;  that  is  the  name  he 
gave  me. 

Mr.  Gardner.  That  is  the  name  he  gave  you? 

Mr.  Seldes.  Yes.  I  remember  making  a  note  of  the  initials. 
I  asked  him  for  his  initials,  to  make  a  note  of  them. 

Mr.  Gardner.  Do  your  books  show  the  name  of  A.  C.  Gibson? 

Mr.  Hollenbeck.  Yes,  sir;  A.  C.  Gibson. 

The  Chairman.  At  any  rate,  there  was  a  Mr.  Gibson  mnnning 
this  bureau  at  that  time? 

Mr.  Seldes.  Yes,  sir. 

The  Chairman.  Where  was  this  Mr.  Gibson,  A.  C.  or  C.  E.,  that 
you  saw? 

Mr.  Seldes.  In  the  office. 

The  Chairman.  Was  he  at  628? 

Mr.  Seldes.  At  628  Penn  Avenue. 

The  Chairman.  Was  he  in  charge  of  the  business  there? 

Mr.  Seldes.  He  told  me  he  was. 

Mr.  Young.  Penn  Avenue;  what  city? 

Mr.  Seldes.  Pittsburgh,  Pa. 

The  Chairman.  Do  you  know  of  the  conditions  existing  at  that 
time,  whether  or  not  there  was  a  strike  on  ? 

Mr.  Seldes.  There  was  a  strike  at  that  time,  and  a  lot  of  fight- 
ing, too. 

The  Chairman.  Do  you  know  what  became  of  the  men  that  went 
out?    Do  you  know  anything  about  that? 

Mr.  Seldes.  I  know  after  following  that  strike  the  general  opinion 
was  that  the  union  was  crushed. 
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Mr.  Reed.  I  object  to  the  statement  of  the  ^'  general  opinion." 

The  CHAiRBfAN.  What  was  the  nationality  of  these  6,000  men  that 
went  out,  as  a  rule?    Do  you  know? 

Mr.  SiXiDES.  I  don't  know. 

The  Chairman.  Do  you  know  whether  any  record  was  kept  of 
these  men  that  went  out  on  that  strike — any  list  kept  of  them — 
or  not? 

Mr.  Seldes.  I  do  not  know  about  at  this  particular  place,  but  I 
know  of  a  list  of  people  who  were  discharged  by  the  different  steel 
corporations  in  the  Pittsburgh  district  for  being  labor  agitators  and 
for  cause — ^a  list  of  several  tnousand  names,  known  as  a  black  list  of 
some  kind. 

The  Chaibman.  What  was  the  purpose  of  that  ?  What  was  done 
with  it? 

Mr.  SxLDES.  I  was  told  this  list  was  circulated  among  different 
members  of  the  steel  corporation  or  different  firms,  and  that  when 
anv  of  these  men  applied  for  labor  they  were  looked  up  on  the  list. 

Mr.  YouNO.  What  do  you  know  rbout  it  ? 

Mr.  SsiiDES.  I  had  the  list  in  my  hand ;  I  worked  on  the  list. 

Mr.  Young.  Where  did  you  get  the  list? 

Mr.  Seldes.  I  am  under  promise  not  to  divnlge  the  whereabouts 
of  the  list.    It  is  very  valuable. 

Mr.  Young.  You  have  referred  to  it.  How  do  you  know  that  this 
was  a  list  which  was  circulated  among  these  companies? 

Mr.  Seldes.  Why,  I  was  asked  to  investigate  some  of  these  people 
on  the  list. 

Mr.  Young.  By  whom? 

Mr.  Seldes.  I  could  not  give  you  the  man's  name. 

Mr.  Young.  You  refuse  to  give  it? 

Mr.  Seldes.  I  am^  under  promise  not  to  give  it  I  would  not  want 
to  break  that  promise. 

Mr.  Young.  We  are  getting  in  here  the  worst  kind  of  hearsay. 

Mr.  Gardneb.  If  this  examination  is  to  be  continued,  I  shall  have 
to  ask  for  a  ruling  of  the  committee  on  that. 

The  Chaibman.  Where  did  you  see  this  list?  I  would  hate  to  ask 
a  man  to  violate  any  confidence. 

Mr.  Reed.  It  is  pretty  hard  ^n  us  to  be  charged  by  hearsay,  with- 
out the  witness  giving  even  his  informant 

The  Chaisman.  I  would  much  prefer  that  you  ask  him  about  the 
circumstances  under  which  he  saw  the  list,  and  whether  he  found  it 
to  be  authentic  or  not. 

Mr.  Young.  I  think  we  ought  to  know  the  facts  so  we  can  judge 
whether  or  not  it  is  authentic. 

Mr.  Gabdneh.  Mr.  Chairman,  what  are  you  trying  to  prove? 

The  Chaibman.  I  am  trying  to  show  how  these  Roumanians, 
S3rrians,  and  Poles  happenra  to  be  employed,  and  whether  it  was 
necessary  to  get  these  men  because  there  were  not  Americans  enough 
for  the  places.  Or  whether  these  advertisements^  which  were  run 
for  20  days,  were  run  for  the  purpose  of  eliminating  the  American 
laborer,  and  the  putting  in  his  place  a  character  of  labor  which 
could  be  obtained  for  much  less  money  and  would  work  under 
entirely  different  conditions. 

Mr.  Oardner.  Now  I  understand.  What  has  this  alleged  black 
list  got  to  do  with  that? 
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The  Chairman.  If  the  men  who  believed  in  making  collfictive 
bargaining,  who  had  any  disposition  toward  the  union,  were  dis- 
charged from  this  business  for  the  reason  that  they  did  believe  in 
the  union;  that  a  list  of  these  men  was  prepared,  and  that  this  list 
was  well  known  to  the  United  States  Stc^l  Corporation,  then  it  was 
a  deliberate  attempt  on  the  part  of  the  Steel  Corporation  to  deprive 
American  citizens  who  believed  in  collective  oargaining  of  the 
opportunity  to  obtain  employment 

Mr.  Gabdner.  If  that  is  your  object,  to  show  that,  then  I  think 
the  source  of  this  information  ought  to  be  given  to  the  oommittee. 

Mr.  Beall.  Can  we  not  get  hold  of  a  witness  who  can  tell  us  about 
this  strike  ? 

The  Chairman.  I  think  so. 

Mr.  Beall.  He  would  be  better. 

Mr.  Babtlett.  I  think  myself  tiiat  while  we  are  not  bound  down 
by  the  strict  technical  rules  that  apply  in  a  court  of  law,  and  are 
permitted  to  hear  hearsay  testimony,  that  it  would  not  be  just  to 
anybodv  to  let  hearsay  evidence  come  in  uid  then  leave  it  in  the  air 
as  to  where  it  came  from.  If  we  are  going  to  take  secondhand  infor- 
mation, we  ought  to  know  where  it  comes  from,  so  that  we  ourselves 
can  judge  of  its  reliability  and  of  its  source. 

Tne  Chairman.  I  simply  suggested  he  might  be  prej)ared  to  show 
the  information  was  entirely  authentic.  I  Know  that  in  examining 
Mr.  Schwab  and  other  gentlemen,  they  have  said  they  preferred  not 
to  state  so*and-so,  and  we  have  not  insisted. 

Mr.  Bartlett.  There  is  an  insistence  here  that  there  be  a  ruling 
on  the  question. 

The  Chairman.  I  have  ruled  that  I  would  prefer  to  have  the 
questioner  ask  him  some  preliminary  questions  as  to  whether  he 
knew  this  was  a  genuine  list  or  not. 

Mr.  Young.  I  do  not  think  this  is  the  way  to  get  the  truth.  He 
has  made  a  general  statement  that  this  was  a  paper  which  was  cir- 
culated among  the  plants  of  this  tin  plate  company. 

The  Chairman.  Where  did  you  see  this  list? 

Mr.  Gardner.  The  witness  has  been  asked  to  name  the  party  from 
whom  he  obtained  it.  Now,  I  agree  with  some  other  gentlemen,  in 
that  I  would  very  much  rather  take  this  question  up  with  some 
witness  who  has  personal  knowledge  of  it.  But  if  this  line  of  in- 
ouiry  is  to  be  pursued,  I  think  this  witness  at  this  point  should  tell 
tne  source  of  his  information. 

The  Chairman.  I  was  simply  muking  that  as  a  preliminary  ques- 
tion, with  the  idea  of  probably  getting  at  the  authenticity  of  the 
list. 

Mr.  Gardner.  The  trouble  is  that  theses  preliminary  questicms  as 
to  authenticity  may  result  in  a  number  of  loose  accusations  without 
any  basis,  and,  finally,  after  it  has  all  come  in,  the  committee  may  not 
take  my  point  of  view — that  we  should  not  receive  anonymous  near- 
say  evidence. 

Therefore  I  suggest  that  either  the  examination  of  the  witness  l>e 
shifted  from  this  point  to  some  other  point,  or  else  that  he  now  state 
the  name  of  his  informant. 

But  if  you  have  another  witness  to  testify  to  the  same  thing 

The  Chairman.  I  don't  know  what  this  other  witness  knows  about 
tliis  list.    I  know  he  knows  about  the  nationality  of  the  employe^^s- 
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I  am  perfectly  willing  to  let  this  witness  stand  aside  and  put  tins- 
other  witness  on  the  stand. 

Mr.  Gabdner.  I  do  not  ask  for  that.  I  simply  ask  that  if  the  ex- 
amination be  continued  the  name  of  the  informant  be  told. 

Mr.  BABTLBTr.  He  has  left  the  impression  in  the  evidence  that 
there  is  some  blacklist  circulated. 

Mr.  Reed.  Just  what  is  his  evidence  ? 

Mr.  Bartlett.  Let  us  have  read  just  what  he  said. 

The  stenographer  read  as  follows: 

The  CuAiBMAN.  Do  you  know  whether  any  record  was  kept  of  these  men 
that  went  out  on  that  strike — any  list  kei)t  of  them  or  not? 

Mr.  Seldkb.  I  do  not  know  about  at  this  particular  place,  but  I  know  of  a 
list  of  people  who  were  discharged  by  the  diflferent  steel  corporations  in  the 
Pittsburgh  district  for  being  labor  agitators  and  for  cause,  a  list  of  seyeral 
thousand  names,  known  as  a  blacklist  of  some  kind. 

The  Ghadiman.  What  was  the  purpose  of  that?    What  was  done  with  it? 

Mr.  Seldes.  I  was  told  this  list  was  circulated  among  different  members  of 
the  Steel  Corporation  or  different  firms,  and  that  when  any  of  these  men 
applied  for  labor  they  were  loolsed  up  on  the  list. 

Mr.  Young.  What  do  you  know  about  it? 

Mr.  Seldes.  I  had  the  list  in  my  hand.    I  worked  on  the  list. 

Mr.  Young.  Where  did  you  get  the  list? 

Mr.  Seldes.  I  am  under  promise  not  to  divulge  the  wherenh<iiits  of  the  list. 
It  iB  very  valuable. 

Mr.  Bartlett.  Valuable  in  what  way? 

Mr.  Seldes.  It  is  valuable  in  that  I  was  told  that  the  Steel  Cor- 
poration would  be  willing  to  give  many  thousands  of  dollars;  it  is 
valuable  inasmuch  as  the  man  who  gave  it  to  me  told  me  if  it  was 
learned  he  had  it  he  might  be  slugged  some  day  and  the  list  taken 
from  him. 

Mr.  Reed.  Thi6  is  improving  rapidly. 

Mr.  Bartlett.  Were  you  infermed  the  Steel  Corporation  did  not 
have  it? 

Mr.  Seldes.  What  is  that? 

Mr.  Bartlett.  That  the  people  engaged  in  the  manufacture  of 
steel  did  not  have  it,  had  no  access  to  it;  is  that  a  fact? 

Mr.  Seldes.  Oh,  there  were  many  copies,  I  understood. 

Mr.  Bartlett.  Many  copies? 

Mr.  Young.  Mr.  Chairman,  we  are  getting  in  this  thing  worse  and 
worse.  I  appreciate  your  motive,  Mr.  Bartlett,  but  we  are  dealing 
with  something  that  is  not  authentic  in  any  way. 

Mr.  Bartlett.  I  was  trying  to  see  what  there  was  here  that  wc 
could  authenticate.  Now,  I  will  ask  a  question:  From  whom  did 
you  get  this  information? 

Mr.  Seldes.  I  said  before  I  would  not  like  to  mention  the  man's 
name. 

Mr.  Bartlett.  Give  us  the  source  of  the  information  which  you 
have  detailed  to  the  committee,  with  reference  to  the  black  list  which 
was  being  circulated  and  of  which  there  were  so  many  copies  made. 

Mr.  Seldes.  I  ftot  this  from  the  man  who  asked  me  to  work  on  it 
and  get  some  intormation  about  these  men.  I  looked  up  some  of 
these  men  on  the  list. 

Mr.  Young.  That  is  not  answering  the  question. 

Mr.  Seldes.  Do  you  want  me  to  tell  the  name? 

Mr.  Young.  Yes. . 
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Mr.  Seldes.  It  was  H.  H.  Eagle,  city  editor  of  the  Pittsburgh 
Leader.    He  is  the  man  I  got  it  from. 

Mr.  Gabdneb.  Do  you  know  where  he  got  it  from  f 

Mr.  Seldes.  I  donx  know  where  he  got  it. 

Mr.  Reed.  I  would  like  to  suggest  a  question  to  be  put  to  the  wit- 
ness, as  to  whether  anything  was  on  it  to  indicate  it  was  ever  owned 
by  the  Steel  Corporation. 

The  Chairman.  What  was  there  on  the  list? 

Mr.  Seldes.  The  date  of  discharge,  the  man's  name,  his  previous 
employment,  and  the  cause  of  discnarge.  Under  the  column  of 
^'  Employment "  there  was  a  list  of  different  companies  which  I  un- 
derstood were  affiliated  with  the  United  States  Steel  Corporation. 
There  were  different  concerns  on  that  list.  And  under  "  Cause  "  were 
"  Labor  agitator  "  or  "  For  cause."  There  might  have  been  one  other 
cause,  but  the  greater  per  cent  were  for  cause,  and  at  one  period 
there  were  a  large  number  of  ^'  Labor  agitators.^^ 

Mr.  Oardner.  You  say  at  one  period ;  what  period  f 

Mr.  Seldes.  I  do  not  laiow  that  that  list  was  complete  to  1910, 
.  when  I  had  it,  but  I  think  it  had  parte  from  1900  to  1908  or  1909, 
and  probably  a  few  years  before  1900. 

Mr.  Gardner.  How  recently  did  yon  see  the  date  and  set  against 
a  man's  name  "Labor  agitator"? 

Mr.  Seldes.  I  could  not  say  that. 

Mr.  Gardner.  You  worked  on  that  list  ? 

Mr.  Seldes.  I  did ;  several  of  us  did. 

Mr.  Gardner.  About  when  was  the  latest  date  you  noticed  ? 

Mr.  Seldes.  I  have  no  idea. 

Mr.  Gardner.  Have  you  that  list  with  you  ? 

Mr.  Seldes.  I  have  not. 

Mr.  Danporth.  What  kind  of  work  did  you  do  on  the  list? 

Mr.  Seldes.  I  went  to  see  some  of  the  men  on  the  list.  We  traced 
them  to  where  they  were  living.  I  remember  one  man  that  was  at 
the  terminal  warehouse.  I  asked  him  whether  he  had  been  employed 
at  some  steel  company,  I  forget  the  name;  I  think  the  Camesie,  and 
he  said  yes.  I  said  "Were  you  discharged?"  He  said  "Yes."  I 
asked  him  "Did  you  try  to  get  work  somewhere  else?"  He  said, 
"Yes;  I  went  to  5  or  10  places."  I  said,  "Did  you  get  work?" 
He  said,  "They  all  promised  me  work  and  turned  me  away;  I  could 
not  understand  the  cause." 

Then  1  showed  him  the  list  and  he  was  greatly  surprised  to  see  his 
name  on  the  list.    He  said,  "  That  explains  it."  " 

Mr.  Gardner.  Was  that  "  for  cause  "  or  because  he  was  a  "  labor 
agitator"? 

Mr.  Seldes.  I  am  not  sure ;  it  was  one  of  the  two. 

Mr.  Gardner.  What  was  the  date  the  man  was  discharged? 

Mr.  Seldes.  I  don't  know. 

Mr.  Gardner.  What  was  the  approximate  date? 

Mr.  Seldes.  I  know  he  had  been  working  about  two  years  at  the 
terminal  warehouse  when  I  saw  him  in  1910. 

Mr.  Gardner.  I  would  suggest,  Mr.  Chairman,  that  a  subpoena 
duces  tecum  be  issued  to  H.  H.  Eagle  to  produce  that  list. 

Mr.  Young.  And  show  where  he  got  it. 

Mr.  Bartlett.  And  show  what  it  is. 

The  Chairman.  I  would  like  to  see  that  list  myself. 
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Mr.  Babtlett.  You  probably  won't  get  it  now  as  long  as  the  sug- 
gestion is  made  by  the  Government,  ii  it  gets  out  to  the  public  that 
we  are  after  it. 

Mr.  Young.  In  order  to  be  regarded  as  evidence  against  the  Steel 
Corporation,  it  ought  to  be  shown  that  it  emanated  mm  them,  that 
they  had  knowledge  of  it,  and  that  it  represented  something  tiiey 
were  doing. 

The  Chathman.  Do  you  remember  the  names  of  the  companies 
that  were  on  this  list  ? 

Mr.  Sexdes.  I  do  not 

The  Chaibman.  Were  they  steel  companies  there  in  Pittsburgh ! 

Mr.  Seldes.  The  greater  part  of  them  were  in  the  Pittsburgh 
district;  some  of  them  were  on  the  outside. 

The  Chaibman.  Do  you  know  whether  the  Carnegie  Co.  was  on 
that  list? 

Mr.  Seldes.  I  think  it  was. 

The  Chairman.  Do  you  know  whether  the  National  Tube  Co.  was 
on  that  list  or  not  ? 

Mr.  Seldes.  I  am  not  sure  about  that,  now. 

The  Chairman.  And  the  American  Sheet  &  Tin  Plate  Co.  ? 

Mr.  Seldes.  I  can  not  remember. 

Mr.  Gardner.  How  about  the  Jones  &  McLaughlin  Co.  ? 

Mr.  Seldes.  I  don't  remember  now. 

The  Chairman.  Were  you  advised  at  that  time  that  there  were 
names  of  companies  belonging  to  the  Steel  Corporation  ? 

Mr.  Seldes.  Yes,  sir. 

The  Chairman.  Did  you  get  to  talk  to  these  men  whose  names  were 
on  this  list  ? 

Mr.  Seldes.  I  remember  that  one  distinctly,  the  one  at  the  terminal 
warehouse.  We  could  not  trace  several  of  them.  In  fact,  there  were 
three  men  working  on  the  list,  and  I  believe  Mr.  Ea^le  has  now  some 
statements  from  each  of  the  reporters  who  investigated  several  of 
these  men — those  that  could  be  found. 

The  Chairman.  Were  these  men  who  had  formerly  worked  for 
the  United  States  Steel  Coirporation  that  you  saw  ? 

Mr.  Seldes.  Th^  had  worked  for  some  of  the  mills;  I  suppose 
they  were  United  States  Steel  Corporation  mills. 

The  Chairman.  How  was  the  list  headed,  do  you  remember  that ; 
on  what  stationery  i 

Mr.  Seldes.  It  was  ordinary  blank,  white  paper.  I  think  there 
were  no  lines  or  ruling  on  it,  no  heading. 

The  Chairman.  Was  that  list  prepared  just  about  the  time  of  this 
strike,  about  the  time  of  this  advertising  transaction — July  15? 

Mr.  Beed.  Objected  to,  because  the  witness  has  not  shown  any 
knowledge  of  when  it  was  prepared. 

The  Chairman.  When  was  it  that  you  saw  it  ? 

Mr.  SEii>E8.  Some  time  in  1910. 

The  Chairman.  Was  there  any  date  on  the  paper? 

Mr.  Seldes.  Why.  there  was  a  date  of  discharge  of  each  man. 

The  Chairman.  About  when  were  these  men  discharged  ? 

Mr.  Seldes.  I  suppose  for  a  period  covering  at  least  10  years. 

Mr.  Gardner.  Was  the  list  printed? 

Mr.  Seldes.  It  was  typewritten. 


8080  UNITED  STATES  STEEL  COBPORATION. 

Mr.  Gardner.  Was  this  list  ever  reproduced  in  the  Pittsburgh 
Leader? 

Mr.  Seldes.  It  was  not. 

Mr.  Gardner.  The  original  paper  was  not  reproduced  in  the  Pitts 
burgh  Leader  ? 

Mr.  Seldes.  Tou  mean  a  sheet  of  that  list  ? 

Mr.  Gardner.  The  heading  of  the  particulars? 

Mr.  Seldes.  It  had  no  heading  on  it. 

Mr.  Gardner.  Were  there  ever  any  references  made  in  the  Pitts- 
burgh Leader  to  this  list  which  you  have  been  discussing? 

]V&.  Seldes.  I  know*  that  during  the  time  of  the  strike  there  was 
an  editorial  on  the  first  page. 

Mr.  Gardner.  What  year  was  the  strike  ? 

Mr.  Seldes.  1909. 

Mr.  Gardner.  And  this  was  in  1910  that  you  saw  the  list? 

Mr.  Seldes.  Yes,  sir. 

Mr.  Gardner.  Now,  as  to  this  editorial  you  speak  of 

Mr.  Seides.  This  editorial  was  on  the  first  page. 

Mr.  Gardner.  During  1909? 

Mr.  Seldes.  During  1909,  during  the  strike.  In  the  Leader's  usual 
style  it  discussed  the  American  Sheet  &  Tin  Plate  Co.  It  also  ran 
the  advertisement,  the  same  advertisement  we  are  talldng^  about. 
It  was  one  of  those  that  was  at  the  beginning  of  the  editorial.  It 
spoke  about  men  being  discharged,  and,  I  think,  the  State  Militia 
i^hooting  down  strikers — something  like  that.  There  was  some 
trouble  at  that  time. 

The  Chairman.  Is  this  the  editorial  that  was  gotten  out  at  the 
time  [showing  a  paper  to  the  witness]  ? 

Mr.  Seldes.  Yes:  this  is  the  editorial. 

Mr.  Bartletf.  You  sav  there  was  nothing  on  the  heading  of  this 
list? 

Mr.  Seldes.  No,  sir. 

Mr.  Bartlett.  Just  a  mere  blank  sheet  of  paper  with  the  names 
and  date  of  employment? 

Mr.  Seldes.  About  50  sheets  of  papery  maybe  less. 

Mr.  Bartlett.  There  was  no  heading  showing  what  it  was,  or 
what  it  meant. 

Mr.  Seldes.  No,  sir. 

Mr.  Bartlett.  Just  the  names  of  the  parties,  where  they  had  been 
employed,  when  they  were  discharged,  and  the  reasons  for  the  dis- 
charge ;  but  nothing  to  indicate  they  were  employed  in  the  Carnegie 

mill? 

Mr.  Seldes.  Oh,  yes ;  the  name  of  each  mill  was  given  there. 

The  Chairman.  I  think  it  would  be  well  to  copy  the  editorial  in 
the  record. 

Mr.  Gardner.  I  have  no  objections,  but  I  will  call  the  attention 
of  the  Chair  to  the  fact  that,  when  there  was  a  discussion  as  to  the 
absorption  of  the  Tennessee  Coal  &  Iron  Co.,  the  chairman  himself 
objected  to  certain  things  being  inserted  in  the  record  unless  they 
bad  the  witness  on  hand  to  prove  the  authenticity  of  the  statement. 

The  Chairman.  I  think  this  is  a  very  good  idea.  I  simply  refer 
to  it  as  an  exhibit,  and  it  goes  in  as  an  exhibit.  He  has  referred  to  it 
and  fixed  the  time,  and  the  circumstances  of  the  strike;  and  it  goes  in 
simply  as  any  other  exhibit  would  go  in. 
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Mr.  Gardner.  I  would  like  to  have  it  go  in.  I  think  the  chair- 
man's ruling  was  wrong  at  the  time.  I  have  no  objection  to  its 
going  in. 

The  Chairman.  The  chairman's  idea  is  this.  Mr.  Gardner,  that 
newspaper  articles  ought  not  to  be  inserted  as  substantive  proof; 
but  an  editorial,  or  a  photograph,  or  a  table,  or  anything  else  that  is 
a  mere  exhibit,  a  mere  incident  to  a  man's  testimony,  I  think  is 
eminently  proper  to  be  put  in.  That  is  the  only  distinction  I  draw, 
and  I  thmK  it  is  perfectly  clear. 

Mr.  Reed.  I  am  glad  the  testimony  has  not  brought  out  a  lot  more 
of  the  Leader's  editorials,  because  tnat  sort  of  thing  comes  out  very 
frequently. 

Tne  Chairman.  I  hope  there  is  not  frequent  occasion  for  it. 

Mr.  Daneorth.  It  does  not  seem  to  me  that  that  editorial  ought 
to  go  in ' 

'file  Chairman.  If  any  member  of  the  committee  objects  to  that 
editorial,  and  wants  to  give  his  reasons  for  it.  I  will  not  put  it  in. 
If  nobody  objects  to  it,  it  will  go  in.  It  is  not  a  matter  to  justify  any 
lengthy  jiscussion. 

Mr.  Danforth.  If  it  has  not  anything  to  clo  with  this  man's  testi 
mony  I  should  object  to  it  as  immaterial  and  irrelevant. 

ITie  Chairman.  Very  well;  it  will  not  go  in. 

Mr.  Danforth.  Mr.  Seldes,  how  old  are  yon? 

Mr.  Seldes.  Twenty-one. 

Mr.  Danforth.  You  saw  this  list  two  years  ago.  in  1910? 

Mr.  Seldes.  Yes,  sir. 

Mr.  Danforth.  I  was  trying  to  find  out  what  you  were  doing  or 
what  you  were  asked  by  the  editor  to  do  in  connection  with  the 
list.  X  ou  said  you  went  to  see  this  one  man  at  the  terminal  ware- 
house ? 

Mr.  Seij>e8.  I  think  I  went  to  see  three  people.  I  loiow  I  saw  this 
man.  I  don't  remember  whether  I  saw  others  or  not.  They  were 
very,  hard  to  trace — some  of  them. 

Mr.  Danforth.  And  you  went  there  to  get  his  story  ? 

Mr.  Seldes.  I  went  there  to  get  his  stor5^ 

Mr.  Danforth.  Was  that  ever  published? 

Mr.  Seldes.  No;  it  was  not. 

Mr.  Danforth.  How  many  times  did  you  see  the  list? 

Mr.  Seldes.  I  think  I  saw  it — ^I  had  it  with  me  for  one  day,  and 
I  think  I  saw  it  twice  afteirwards. 

Mr.  Danforth.  You  had  it  with  you  to  pick  out  the  names  of 
the  men,  so  that  you  could  interview  them? 

Mr.  Seldes.  Yes ;  and  also  so  that  I  could  show  it  to  them. 

Mr.  Danforth.  Also  what? 

Mr.  Seldes.  So  that  I  could  show  it  to  them. 

Mr.  McGiLLictTDDT.  You  spoke  about  a  man,  just  as  I  came  in,  who 
had  been  discharged,  and  on  that  paper  it  was  stated  he  was  a  labor 
agitator. 

Mr.  Seldes.  I  don't  know  whether  it  was  stated  he  was  discharged 
for  cause  or  because  he  was  a  labor  agitator.  Those  were  the  two 
commonly  used  in  that  list.  I  don't  feiow  which  was  against  that 
man's  name. 

Mr.  McGiLLicuDDY.  As  a  matter  of  fact,  was  he  a  man  prominent 
in  labor  matters? 
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Mr.  Seloes.  I  think  I  asked  him  that. 

Mr.  MoGiiiLicuDDY.  You  can  not  say? 

Mr.  Seldes.  I  can  not  say  yes  or  no.  I  think  I  asked  him  that, 
and  I  think  he  said  it  was  jot  being  in  some  union. 

Mr.  McGiLLicuDDY,  That  it  was  what? 

Mr.  Seldes.  I  think  he  said  he  was  in  a  union. 

Mr.  McGiLLicuDDT.  But  he  did  not  say  he  had  taken  any  promi- 
nent part  or  anytiiiing  of  that  kind? 

Mr.  Seu>es.  I  don't  remember  whether  he  said  he  was  an  agitator 
or  not. 

Mr.  Young.  Was  he  employed  at  the  time  you  saw  him  ? 

Mr.  Seldes.  Yes;  he  was  employed  at  the  terminal  warehouse. 

Mr.  Gabdneb.  What  was  that  man's  name? 

Mr.  Seu>es.  I  can  not  remember  his  name.  The  city  editor  has 
his  name  in  a  statement  that  I  made. 

Mr.  Young.  Who  did  this  terminal  warehouse  belong  to — to  what 
concern? 

Mr.  Seldes.  I  don't  know. 

Mr.  Young.  You  don't  know  for  whom  he  was  working? 

Mr.  Seldes.  I  think  it  was  a  tea  man  or  tea  importer — somebody — 
some  firm  in  the  terminal  warehouse. 

The  Chairman.  That  is  all,  Mr.  Seldes.    We  are  obli^d  to  you. 

Mr.  Young.  Will  this  editor  be  subpoenaed  to  bring  this  paper? 

The  Chairman.  He  will. 

Mr.  Gardner.  That  will  include  having  him*  come  in  person,  will 
it  not? 

Mr.  Young.  We  can  find  out 

The  Chairman.  The  chairman  of  this  committee  is  anxious  to  as- 
certain the  truth  and  only  the  simple  truth  about  this  matter.  I  see 
nothing  to  offend  anybody  in  attempting  to  prove  or  in  allowing  wit- 
nesses to  state  that  the  United  States  Steel  Corporation  is  employing 
foreigners,  instead  of  American  citizens,  and  is  deliberately  selecting 
them;  that  it  is  refusing  to  take  back  into  its  employ  men  who  are 
endeavoring  to  make  their  bargains  collectively  instead  of  individu- 
ally.   That  is  all  I  am  attempting  to  do. 

Mr.  Gardner.  I  see  a  very  high  objection  to  a  black  list  which 
excludes  men  on  account  of  being  laoor  organizationists.  But  I 
object  extremely  to  evidence  being  brought  in  to  prove  that  thing 
which  is  obviously  not  the  best  evidence  which  we  can  get  on  the 
subject. 

The  Chairman.  I  want  to  get  the  best  evidence,  but  you  under- 
stand that  in  an  investigation  of  this  character  it  is  not  in  the 
Erovince  of  any  man,  no  matter  how  diligent  or  how  tireless  he  may 
B,  to  always  procure  the  best  evidence  concerning  every  transaction 
covering  so  immense  a  concern  as  the  United  States  Steel  Corpora- 
tion. These  things  arise  incidentally,  and  I  get  the  best  evidence  I 
can  possibly  secure. 

As  we  are  investigating  for  the  purposes  of  information,  and  not 
for  the  purpose  of  inflicting  any  particular  penalty,  the  rules  here 
are  just  exactly  like  the  rules  governing  every  other  committee  in 
Congress.  They  are  more  lax,  they  are  less  technical,  than  rules 
operating  in  a  court  of  justice.    That,  I  think,  is  universally  known 
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to  any  man  who  has  ever  been  a  member  of  a  congressional  com- 
mittee. 

Mr.  YouNO.  As  long  as  we  are  going  into  this  labor  question^  I  see 
no  impropriety  in  offering  testimony  along  this  line,  but  I  think  it 
should  be  connected  with  me  Steel  (jorporation.  That  is  the  trouble 
up  to  date. 

Mr.  Bartlett.  I  agree  with  you  thoroughly,  and  have  so  stated. 
But  I  do  not  believe  we  are  bound  down  to  the  strict  rules  of  evidence 
in  this  investigation.  When  evidence  that  is  injurious  to  anybody,  or 
which  develops  conditions  which  are  vicious  and  that  ought  not  to 
exist,  is  sought  to  be  brought  out,  and  it  is  undertaken  to  state  it  is 
from  some  source  which  can  not  be  divulged,  I  take  the  position  I 
am  not  willing  to  accept  that  kind  of  testimony  unless  I  know  that 
source  and  unless  we  can  get  the  best  source. 
.  The  Chaibhan.  I  a^e  with  jou  entirely.  I  was  in  hopes  he 
might  be  able  to  sufficiently  identify  the  paper.  I  knew  but  little 
of  this  incident.  This  man  arrived  only  this  morning,  and  I  did  not 
have  the  opportunity  of  going  thoroughly  into  the  matter  before- 
hand. The  chairman  had  hoped  he  might,  by  stationery  or  by  the 
names  upon  the  paper — ^just  as  we  could  have  done  perhapjs  without 
the  presence  of  the  gentlemaA  from  the  Steel  Corporation — ^have 
identified  these  advertisements.  I  hoped  he  might  be  able  to  do  it 
without  giving  the  name  of  his  informant,  and  if  it  could  have  been 
done  I  had  hoped  it  would  be  done.  If  not,  I  had  no  objection  to 
his  ^ving  the  name  of  the  informant 

Mr.  Gardner.  It  seems  to  me  very  material,  if  this  gentleman  is 
correct  in  supposing  people  would  be  discharged  because  they  were 
labor  agitators,  or  "  for  cause,"  for  us  to  ascertain  what  percentage 
were  thus  discharged. 

The  Chairman.  That  is  very  material;  I  quite  agree  with  you, 
and  I  hope  we  will  be  able  to  determine  that.  I  myself  am  anxious 
to  see  that  list,  and  shall  make  every  effort  to  obtain  it. 

STATEMENT  OF  J.  W.  ANAWALT. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  You  are  president  of  the  Union  Supply  Co.  ? 

Mr.  Anawalt.  I  am. 

The  Chairman.  That  company  was  what — the  Union  Supply  Co. 

(Ltd.)? 

Mr.  Akawalt.  Yes,  sir. 

The  Chairman.  What  company  is  this  you  bought?  Do  you  know 
what  companies  were  mergea  into  this  Union  Supply  Co.  ? 

Mr.  Anawalt.  There  were  no  companies  mergea  into  the  Union 
Supply  Co. 

The  Chairman.  Do  vou  know  what  companies  it  has  purchased 
or  obtained  the  stock  ox? 

Mr.  Anawalt.  I  do  not  know  that  I  could  name  all  of  them. 

The  Chairman.  You  first  purchased  the  assets  of  the  Union  Sup- 
ply Co.  (Ltd.)  on  March  81, 1902? 

Mr.  Anawalt.  I  believe  that  is  the  date. 

The  Chairican.  For  $913,000,  approximately  ? 

Mr.  Anawai/t.  Those  are  approximately  the  figures. 


8084  UNITED  STATEd  STEEL  COBPOBATIOK. 

The  Chairman.  I  will  read  you  here  a  statement  famished  by  Mr. 
McKae  from  the  minutes  of  the  Union  Supply  Co. : 

Union  Supply  Co.  board  of  directors,  minutes,  and  stockholders'  minutes  as 
extracted.   Articles  of  incorporation  filed  March  24, 1902. 

Second  paragraph  thereof  provides  that — 

"  Said  corporation  is  formed  for  the  purpose  of  dealing  in  all  kinds  of  mer- 
chandise at  retail.*' 

The  capital  stock  was  originally  $1,000,  and  was  later  increased  to  $500,000. 

Meeting  of  directors  March  22,  1902. 

PBOFOSmON    TO    tmiON    SUPPLY    00.     (LTD.). 

The  president  submitted  a  proposition,  dated  this  day,  to  be  made  to  the 
Union  Supply  Go.  ,(Iitd.),  whereby  this  company  offers  to  purchase  all  the  assets 
of  the  Union  Supply  Go.  (Ltd.),  as  they  are  on  March  31,  1902,  for  the  sum 
of  $918,066.66,  payable  as  follows:  $499,000  in  the  fully  paid-up  capital  stock 
of  this  company  at  par,  and  the  balance  of  $414,066.66  by  this  company  assom- 
ing  and  agreeing  to  pay  that  amount  of  indebtedness  of  the  Union  Supply  Go. 
(Ltd.),  this  company  to  take  over  all  assets,  real  and  personal,  including  real 
estate,  buildings,  merchandise,  fixtures,  supplies,  accounts,  and  bills  receivable 
and  cash  on  hand  of  the  said  Union  Supply  Go.  (Ltd.),  as  they  are  on  March  81. 
1902,  and  take  over  all  the  contracts  of  said  company  including  contracts  of  the 

employees. 

• 

I  believe  you  also  purchased  the  Hecla  Supply  Co.  (Ltd.),  did  yout 

Mr.  Anawalt.  Yes. 

The  Chairman.  Consisting  of  Hecla  store  No.  1,  merchandise, 
fixtures,  etc.,  $10,218.05. 

Did  you  purchase  the  Trauger  store? 

Mr.  Anawai/t.  Yes,  sir. 

The  Chairman.  Consisting  of  merchandise,  fixtures,  etc.^$ll,799.62. 

Then  there  is  the  store  building  at  Hecla,  Pa.,  $3,0(X). 

Mr.  Anawalt.  Those  are  store  buildings,  in  connection  with  the 
stocks  you  have  just  mentioned. 

The  Chairman.  And  the  store  building  at  Trauger,  Pa.,  at  $8,500, 
making  in  all  $28,517.67. 

Now,  in  what  business  is  this  Union  Supply  Co.  engaged? 

Mr.  Anawalt.  General  merchandise;  retail. 

The  Chairman.  What  is  it? 

Mr.  Anawalt.  The  business  of  retail  general  merchandise. 

The  Chairman.  It  is  a  subsidiary  of  the  United  States  Steel  Cor- 
poration ? 

Mr.  Anawalt.  Yes ;  practically. 

The  Chairman.  What  kind  of  merchandise  does  it  carry? 

Mr.  Anawalt.  Practically  everything  that  is  used  in  everyday 
life. 

The  Chairman.  Wliere  is  it  located?  Is  it  in  a  mining  commu- 
nity ? 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  Do  you  carry  mining  supplies? 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  Who  are  your  principal  customers? 

Mr.  Anawalt.  The  principal  customers  are  the  employees  of  the 
H.  C.  Frick  Coal  Co.,  and  other  mining  companies. 

The  Chairman.  Do  they  purchase  the  supplies  they  use  in  the 
mines,  as  well  as  clothing,  boots,  and  shoes,  and  so  forth  i 

Mr.  Anawalt.  Some  of  the  supplies  used  in  ihe  mines. 

The  Chairman.  Powder  and  things  of  that  kind? 
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Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  You  have  an  actual  capital  stock  of  $500,000 1 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  Is  that  a  fair  valuation  of  the  value  of  your 
{property  ? 

Mr.  Anawalt.  No  ;  I  would  not.  say  so.  I  do  not  think  it  is.  You 
ask  if  it  is  a  fair  valuation  of  the  value  of  the  property ;  it  is  not. 

The  Chairman.  Did  you  have  a  capital  stock  of  $500,000  at  the 
time  this  entry  was  madet 

Mr.  Anawai/t.  Yes,  sir. 

The  Chairman.  That  was  your  capital  stock  at  that  time  ? 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  ^Have  you  many  persons  in  that  commimity  pur- 
chasing from  the  Union  Supply  Co.  who  are  not  miners  and  not 
engagM  in  the  mining  of  coal? 

Mr.  Anawalt.  We  nave;  yes. 

The  Chairman.  Are  there  many  people  in  that  community  that 
are  not  engaged  in  mining  coal  in  some  way,  or  connected  with  it> 
except  doctors  or  a  few  professional  men?  Are  there  any  other 
businesses  in  that  community  i 

Mr.  Anawalt.  We  have  a  considerable  farming  trade.  These 
plants  are  located,  a  good  many  of  them,  in  farming  districts,  and 
we  have,  in  addition  to  the  employees  of  the  mining  companies,  the 
usual  inhabitants  of  those  districts. 

The  Chairman.  What  per  cent  of  your  customers  are  employees  of 
the  company  and  what  per  cent  are  farmers  and  others! 

Mr.  ^AWALT.  I  could  not  tell  you  that 

The  Chairman.  Approximately  ? 

Mr.  Anawalt.  Probably  10  per  cent. 

The  Chairman.  Are  the  others  employees! 

Afr.  Anawalt.  Yes,  sir. 

The  Chairman.  I  notice  a  statement  of  the  dividends  of  the  Union 
Supply  Co.  from  May  27  to  December  28^  1903,  of  $250,000.  On  May 
27  you  declared  a  dividend  of  $50,000 ;  on  September  23,  $100,000 ; 
and  on  December  28, 1903,  $100,000. 

I  will  put  all  this  into  the  record,  but  to  save  time  I  simply  want 
to  refer  to  some  of  this. 

In  the  next  year,  1904, 1  find  you  declared  a  dividend  of  $250,000. 

These  additions  are  by  Mr.  I^cBae,  end  they  can  be  verified. 

In  1905  you  declared  a  dividend  of  $405,000 ;  m  1906,  a  dividend  of 
$550,000;  in  1907,  a  dividend  of  $500,000;  in  1908,  a  dividend  of 
$320,000;  in  1909,  a  dividend  of  $440,000;  and  in  1910,  a  dividend 
of  $620,000. 

L  find  that  this  $500,000  concern  in  nine  years  declared  divid^ids 
amounting  to  $3,555,000.  Tliat  appears  to  be  rather  a  good  business. 
Just  how  do  you  account  for  it  ? 

Mr.  Anawalt.  You  ask  me  how  I  account  for  it? 

The  Chaibman.  Yes. 

Mr.  Anawalt.  I  would  account  for  these  dividends  on  the  volume 
of  business  we  do. 

Mr.  Seed.  I  would  suggest  to  the  committee  it  would  be  interesting 
to  know  whether  the  actual  capital  exceeds  the  nominal  capital  of  a 
half  million  dollars.    The  chairman  asked  him  if  that  fairly  repre- 
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gented  it,  and  he  said  it  did  not,  but  the  chairman  did  not  go  farther 
into  that. 

Mr.  Bartlett.  You  have  a  capital  of  $600,000,  and  you  say  tiiat 
does  not  fairly  represent  the  value  of  the  property.  .What  is  the 
value  of  your  property  ? 

Mr.  Anawalt.  I  do  not  pretend  to  give  you  the  exact  figures.  I 
do  not  have  them  at  hand,  but  from  my  knowled^  of  the  business 
I  would  say  we  probably  have  $2,000,000  invested  in  the  business. 

Mr.  Bartlett.  Invested? 

Mr.  Anawalt.  Invested  in  ttie  business.    . 

Mr.  Bartlett.  The  $500,000  represents  only  about  one-quarter  of 
the  value  of  the  property? 

Mr.  Anawalt.  Yes. 

Mr.  Bartlett.  So  you  have  a  stock  worth  4  to  1  ? 

Mr.  Anawalt.  We  have  store  properties — the  buildings  and  stocks 
of  merchandise  in  them — and  we  have  a  certain  amount  of  capital 
emjployed  in  conducting  the  business  all  the  time. 

Mr.  Gardner.  How  much  did  you  have  invested  in  your  business 
when  it  began  with  this  $500,000  capital  ? 

Mr.  Anawalt.  I  don't  know  that  I  am  prepared  to  answer  that 
question. 

Mr.  Gardner.  Give  us  the  best  guess  you  can. 

Mr.  Reed.  Mr.  Gardner  means  in  1902,  when  you  took  over  the 
limited  partnership. 

Mr.  Anawalt.  That  goes  back  to  1902,  and  I  could  not  answ^ 
that  question. 

Mr.  Gardner.  Did  you  have  property  worth  $600,000? 

Mr.  Anawalt.  Oh,  worth  more  than  that. 

Mr.  Gardner.  Worth  $750,000? 

Mr.  Anawalt.  I  would  say  more  than  that 

Mr.  Gardner.  Worth  $1,000,000?  Well,  say  somewhere  between 
$750,000  and  $1,250,000;  would  that  be  a  fair  estimate? 

Mr.  Anawalt.  I  would  not  pretend  to  answer  that  question  at  all, 
or  I  would  answer  that  question  in  this  way — ^that  our  investment 
has  always  been  in  proportion  to  the  business  we  were  doing  at  the 
time.  I  ao  not  remember  what  our  business  was  in  1902.  I  can  give 
you  a  pretty  closeeuess  at  what  we  had  invested. 

Mr.  Gardner,   iou  paid  a  dividend  amounting  to $400,000  in  1903 ? 

Mr.  Reed.  $250,000. 

Mr.  Gardner.  I  beg  your  pardon ;  I  did  not  mean  to  averstate  it. 
$250,000  in  1903  ? 

Mr.  Anawalt.  Yes. 

Mr.  Gardner.  Would  that  serve  as  any  indication  to  you? 

Mr.  Anawalt.  I  could  not  go  back  to  1903  and  from  memory  give 
you  figures  that  would  be  worth  anything. 

Mr.  Bartlett.  That  was  50  per  cent  upon  the  capital  stock,  was  it 
not,  Mr.  Gardner— $250,000? 

Mr.  Gardner.  Yes. 

Mr.  Anawalt.  That  would  probably  be  about  that. 

Mr.  Gardner.  That  is,  your  capital  stock  could  be  fairly  said  at 
that  time  to  be  a  true  representation  of  your  property  in  19021 

Mr.  Anawalt.  Oh,  no. 

Mr.  Beall.  I  think  maybe  I  can  read  something  here  that  will 
clear  it  up. 
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Mr.  Gardner.  Go  ahead. 

Mr.  Beall.  It  seems  that  the  Union  Supply  Co.,  on  March  22, 
1902,  made  a  proposition  mider  which  the  Union  Suj^ply  Co.  (lAd.) 
was  purchasea  "  to  purchase  all  the  assets  of  the  Union  Supply  Co. 
(LtdT),  as  they  are  on  March  81,  1902,  for  the  sum  of  $918,066.66, 
payable  as  follows :  Four  hundred  and  ninety-nine  thousand  dollars 
in  the  fully  paid  up  capital  stock  of  this  company  at  par  and  the  bal- 
ance of  $414,066.66,  by  this  company  assuming  and  agreeing  to  pay 
that  amount  of  the  indebtedness  of  the  Union  Supply  Co.  (Ltd.). 

Mr.  Gardner.  In  other  words,  when  you  began  business  you  had 
a  capital  stock  of  a  half -million  dollars  and  a  surplus  of  "between 
$400,000  and  $500,000? 

Mr.  Beall.  About  $414,000. 

Mr.  Gardner.  And  that  was  left  in  the  business,  I  take  it.  That 
is,  they  began  with  $900,000  worth  of  property  and  obligations  ? 

Mr.  Beall.  Yes;  they  assumed  the  obligations. 

Mr.  Gardner.  On  $900,000  you  earned  $200,000  in  the  first  year? 

Mr.  Anawalt.  It  would  probably  be  well  for  me  to  state  here  that 
this  transfer  of  the  Union  Supply  Co.  (Ltd),  to  the  Union  Supply 
Co.  was  simply  the  continuance  of  a  business  that  had  been  estab- 
lished 20  years  prior  thereto.  The  letters  of  the  limited  company 
had  expired,  and  instead  of  renewing  them,  a  charter,  making  the 
concern  a  corporation  was  taken  out.  So  that  this  was  really  a  con- 
tinuance of  the  business. 

Mr.  Gardner.  I  guite  understand.  What  I  was  trying  to  get  at 
was  this,  to  be  perfectly  plain :  To  find  out  what  the  approifimate 
valuation  of  your  property  was  in  1902.  Because  when  you  find 
dividends  as  large  as  that  you  want  to  get  at  some  explanation  in 
your  own  mind  why  they  are  as  large  as  that. 

It  may  be  because  your  real  estate  has  appreciated ;  it  may  be  for 
a  great  many  different  reasons.  But  you  can  easily  see  that  it  is  an 
important  fact  for  us  to  find  out  whether  there  is  anything  that 
comes  from  the  fact  you  are  dealing  with  employees  of  the  United 
States  Steel  Corporation,  which  gave  you  excessive  returns,  or 
whether  it  is  a  fairly  competitive  business. 

All  these  things  are  material  in  finding  that  out. 

How  much  was  actually  invested  in  the  business  ? 

Mr.  Anawalt.  I  will  sav  this 

Mr.  Gardner.  I  would  like  to  interject  just  a  question  that  would 
clear  my  own  mind.  He  said  when  he  was  asked  whether  it  was  a 
subsidiary  of  the  United  States  Steel  Corporation,  "Yes,  practi- 
cally." 

What  did  you  mean  by  practically? 

Mr.  Anawalt.  Not  direct. 

Mr.  Gardner.  Who  owns  the  stock  in  the  Union  Supply  Co.  ? 

Mr.  Anawalt.  The  Carnegie  Steel  Co. 

Mr.  Gardner.  That  is  what  I  wanted  to  know.  I  wanted  to  see 
whether  you  were  directly  connected. 

Mr.  Young.  When  you  organized  this  corporation  was  there  any 
change  in  the  ownership  of  the  property? 

Mr.  Anawai/t.  No  change  in  the  ownership. 

Mr.  YoxjNo.  It  belonged  to  the  Carnegie  Steel  Co.  before  that. 
und  under  its  new  form  as  a  corporation  it  still  belonged  to  them? 

Mr.  Anawaut.  That  is  correct. 
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Mr.  YouNO.  Did  you  have  any  thing  to  do  with  its  reorffanization  ? 

Mr.  Anawai/t.  I  believe  I  am  named  as  one  of  the  mrectorsy  or 
prospective  directors,  who  applied  for  the  charter  of  the  new  com- 
pany. 

Mr.  Young.  Do  you  know  whether  the  ownership  ever  changed; 
whether  in  this  reorganization  you  attempted  in  these  figures  of 
$913,000  to  fix  the  real  value  of  the  property,  or  was  that  some  arbi- 
trary sum,  based  on  what  it  had  cost,  or  something  of  that  sort? 

Mr.  Anawalt.  I  had  nothing  to  do  with  that,  but  I  do  not  think 
th^e  was  any  attempt  made  to  fix  the  real  value. 

Mr.  Young.  I  asked  that  because  we  have  had  some  experience  with 
the  Carnegie  Co.  in  trying  to  find  out  what  was  its  book  value.  We 
found  it  really  meant  nothing.  It  was  a  sort  of  arbitrary  figure.  I 
wanted  to  find  if  it  was  the  same  thing  here. 

What  was  the  extent  of  business  per  year  you  did  in  1910,  for  in- 
stance, about,  when  you  made  these  large  prcmts? 

Mr.  Anawalt.  Practically  $4,000,000. 

Mr.  Young.  Can  you  remember  what  it  was  in  the  year  you 
started  in  1902  ? 

Mr.  Anawalt.  No ;  I  don^t  remember  that.^ 

Mr.  Young.  Do  you  remember  about  what  it  was  in  1909? 

Mr.  Anawalt.  I  can  not  answer  that  question,  except  I  believe 
1909  was  one  of  our  smaller  years  and  that  we  did  not  have  as  much 
business. 

Mr.  Young.  Do  you  remember  anything  about  1907,  which  was 
generally  a  boom  year,  until  toward  the  end  when  the  panic  struck 
us? 

Mr.  Anawalt.  In  1907  I  think  we  had  the  largest  business  prob- 
ably of  any  year. 

Mr.  Young.  Do  you  think  it  was  over  the  $4,000,000  that  you  had  f 

Mr.  Anawalt.  1  do  not  know  that  it  overran  the  $4,000,000. 

Mr.  Young.  Do  you  sell  powder  and  fuse,  and  that  sort  of  stuff? 

Mr.  Anawalt.  We  do. 

Mr.  YotTNG.  Is  that  sold  to  miners?  Do  they  take  contracts  and 
furnish  their  own  powder  and  fuse? 

Mr.  Anawalt.  That  is  sold  to  the  miner. 

Mr.  Young.  Then  you  sell  groceries  and  dry  goods? 

Mr.  Anawalt.  Yes.  sir. 

Mr.  Young.  And  clothing,  furnishing  goods,  and  things  of  that 
sort?  ^ 

Mr.  Anawalt.  Yes. 

Mr.  Young.  And  household  goods? 

Mr.  Anawalt.  Yes. 

Mr.  Young.  Hardware? 

Mr.  Anawalt.  Yes. 

Mr.  Young.  Is  there  anything  else  of  importance,  any  other  cla>-s 
of  goods? 

Mr.  Anawai.t.  Meats;  j'ou  might  name  them.  Of  course  that  jpoe> 
into  the  living  of  every  man — ^meats  and  provisions  of  all  kinds. 

Mr.  Young.  Where'are  these  stores  situated? 

Mr.  Anawalt.  They  are  located  in  Westmoreland,  Fayette,  and 
Allegheny  Countie.-.  Pa. 

Mr.  Young.  How  many  stores  are  there  altogether? 
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Mr.  Anawalt.  We  have  63  on  our  list;  I  believe  there  are  51> 
active  stores. 

Mr.  Young.  Fifty-nine  stores! 

Mr.  Anawaia*.  Yes,  sir. 

Mr.  Young.  These  are  situated  at  mining  locations? 

Mr.  Anawalt.  They  are. 

Mr.  Young.  All  of  them? 

Mr.  Anawalt.  All  of  them;  yes. 

Mr.  Young.  Are  they  all  at  coal  mines? 

Mr.  Anawalt.  Coal  mines  and  coke-producing  plants. 

Mr.  Young.  None  of  them  are  at  steel  mills? 

Mr.  Anawai/t.  None  are  at  steel  miUs. 

Mr.  Young.  At  any  of  these  places  have  you  any  competition  from 
outsiders  ? 

Mr.  Anawalt.  We  have  at  all  of  them. 

Mr.  Young.  Stores  owned  by  men  entirely  unconnected  with  the 
Steel  Corporation? 

Mr.  Anawalt.  Yes,  sir.  Let  me  add  to  that,  that  quite  a  number 
of  these  stores  are  located  right  at  and  close  to  some  of  the  larger 
towns,  where  of  course  we  have  to  compete  with  whatever  there  is  in 
the  way  of  business  in  those  places. 

Mr.  Young.  Do  the  other  stores  sell  powder  and  fuse  ? 

Mr.  Anawalt.  They  do. 

Mr.  Young.  Are  the  miners  at  liberty  to  trade  in  these  independent 
stores? 

Mr.  Anawalt.  They  certainly  are. 

Mr.  Young.  Are  they  at  liberty  to  trade  there  in  fuse  and  dyna- 
mite? 

Mr.  Anawai/t.  In  anything  they  may  want  to  buy. 

Mr.  Young.  Do  you  do  a  credit  busmess  ? 

Mr.  Anawalt.  To  some  extent. 

Mr.  Young.  When  you  sell  to  the  employees  of  some  subsidiary 
of  the  Steel  Corporation,  do  you  collect  those  bills  through  the  office 
of  the  company  1  Are  they  taken  out  of  the  pay  before  the  man 
receives  his  pay  ? 

Mr.  Anawalt.  We  do  not ;  not  directly. 

Mr.  Young.  How  do  you  do  it  indirectly? 

Mr.  Anawalt.  The  employee  makes  an  assignment  to  the  Union 
Supply  Co.  We  take  that  assignment  ourselves,  and  in  exchange 
for  that  assignment  we  give  him  a  due  bill  which  is  good  for  the 
amount  of  the  assignment  at  any  of  our  stores,  making  that  duebill 
a  money  exchange  through  those  two  or  three  counties  wherever 
we  may  be  located ;  and  the  amount  of  that  assignment  is  paid  by  the 
mininff  company  to  us. 

Mr.  1 OUNG.  Are  those  assignments  of  wages  to  accrue  in  advance  ? 

Mr.  ANAWAi;r.  No. 

Mr.  Young.  You  only  do  that  when  the  wages  have  been  earned 
and  the  amount  determmed? 

Mr.  Anawalt.  It  could  not  be  legally  done  otherwise. 

Mr.  Young.  Well,  there  might  he  some  doubt  about  that.  I  do 
not  know  what  the  law  of  Pennsylvania  is. 

Mr.  Anawalt.  Well,  that  is  the  law  of  Pennsylvania. 

Mr.  Young.  How  orten  are  these  men  paid  ? 

Mr.  Anawalt.  Semimonthly. 
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Mr.  YouNO.  How  long  before  the  pay  day  is  the  amount  ascer- 
tained so  you.  can  take  any  assignments  ? 

Mr.  Ana  WALT.  The  amount  can  be  ascertained  every  day. 

Mr.  YouNQ.  But  when  is  it,  as  a  matter  of  f  act^  that  you  know  it  and 
can  taken  an  alignment  and  give  a  duebUl  in  Its  place?  How  long 
before  pay  day! 

Mr.  Anawalt.  As  soon  as  the  man's  labor  for  the  day  is  entered 
upon  the  pay  roll  we  can  get  the  information. 

Mr.  Young.  How  do  you,  as  a  matter  of  practice,  get  it  and  how 
lonff  before  pay  day  if 

Mr.  Anawalt.  I  don't  know  as  I  understand  that  question  exactly. 

Mr.  Young.  You  do  not  take  these  assignments  from  day  to  day, 
as  the  men  go  on,  do  you  ? 

Mr.  Anawalt.  Oh,  yes. 

Mr.  Young.  I  understood  you  to  say  that  these  men — many  of 
them — ^were  working  on  contract? 

Mr.  Anawalt.  I  did  not  say  so. 

Mr.  Young.  I  asked  you  tne  question  if  you  sold  the  men  fuse 
and  powder,  and  in  connection  with  that  I  asked  if  they  were  on 
contract,  and  I  imderstood  you  to  say  yes. 

Mr.  Anawalt.  I  misunderstood  your  question  if  I  answered  yes 
to  that.    What  do  you  mean  by  being  on  contract,  or  under  contract? 

Mr.  Young.  If  they  are  taking  out  coal,  that  is  coal  at  so  much 
a  ton,  and  if  driving  a  drift,  so  much  a  foot. 

Mr.  Anawalt.  I  do  not  Imow  that  they  are  under  any  contract, 
except  there  is  a  certain  scale  of  wages  paid  to  the  man  for  doing 
that  labor,  and  he  knows  when  he  goes  into  the  mine  that  is  what  he 
is  going  to  get. 

Mr.  1  ouNG.  And  yet  he  furnishes  his  own  mining  supplies — his 
powder  and  fuse? 

Mr.  Anawai/f.  He  does. 

Mr.  Seed.  That  is  customary  throughout  the  district,  Mr.  Youn^. 

Mr.  Young.  That  b  what  I  wanted  to  get  at.  Then  he  is  paid 
by  the  ton,  or  by  the  foot,  or  something  of  that  kind ;  he  is  not  paid 
by  the  day? 

Mr.  Anawalt.  No  ;  he  is  paid  by  the  quantity  of  coal  he  gets  out 

Mr.  Young.  Then  it  really  is  a  contract? 

Mr.  Anawalt.  You  might  call  it  that,  I  guess. 

Mr.  Young.  Are  there  any  other  charges  against  him  from  the  min- 
ing company  except  the  things  you  furnish  through  the  store,  in  his 
business  as  a  miner;  anything  else  he  has  to  pay  the  company  for? 

Mr.  Anawai/t.  I  can  not  answer  that  question  as  a  matter  of  per- 
sonal knowledge.    I  am  not  interested  except  in  the  one  department 

Mr.  Young.  Are  these  men  paid  twice  a  month  ? 

Mr.  Anawalt.  They  are. 

Mr.  Young.  Do  you  take  these  assignments  and  due  bills  from  all 
the  employees  with  whom  you  trade,  or  only  when  you  are  a  little 
afraid  of  the  man? 

Mr.  Anawalt.  Oh,  no ;  we  take  them  from  all. 

Mr.  Young.  So  you  really  do  not  trust  the  men  at  all  t 

Mr.  Anawalt.  Well,  we  do  trust  the  men. 

Mr.  Young.  How,  if  you  have  an  assignment  of  his  money,  and 
you  know  each  day  how  much  it  is?    How  do  you  trust  him? 
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Mr.  Anawalt.  The  question  was  asked  if  we  did  any  credit  busi- 
ness. I  said  to  some  extent.  Now,  we  do  credit  most  or  those  people 
for  certain  things.  For  instance,  I  suppose  90  per  cent  of  our  peo- 
ple have  what  we  call  meat  books,  on  which  they  buy  anything  that 
IS  sold  through  our  meat  market  on  a  semimonthly  credit,  and  for 
that  we  get  no  guaranty  until  the  end  of  that  period,  when  they  pay 
their  bills.  Then  they  make  an  assignment  and  get  these  due  bills 
and  pay  their  bills. 

Mr.  YouNO.  Is  there  any  difference  in  the  treatment  of  the  men 
by  the  company  when  they  trade  with  your  store  or  when  they  trade 
with  the  independents? 

Mr.  Anawalt.  I  am  not  on  that  side  of  the  house,  but  I  can  answer 
that  question  from  personal  knowledge,  I  think,  and  I  certainly  think 
there  is  not. 

Mr.  YoTTNG.  Do  you  ever  report  to  the  mining  company  that  such 
a  man  '^  don't  trade  with  us  now ;  he  has  gone  off  to  John  Smidi," 
or  whoever  the  competitor  may  be  ? 

Mr.  Anawalt.  It  would  not  be  worth  while  for  us  to  do  so. 

Mr.  Young.  Well,  do  you  do  so? 

Mr.  Anawalt.  We  do  not. 

Mr.  Young.  Do  the  men  make  any  objection  to  trading  at  these — 
do  they  call  them  company  stores? 

Mr.  Anawalt.  Company  stores. 

Mr.  Young.  Do  they  make  any  objection  to  that? 

Mr.  Anawalt.  They  do  not.  It  would  not  be  necessary.  If  a 
man  don't  want  to  deal  with  the  store,  he  don't  do  it  And  I  may 
just  add  there  that  the  mining  companies  have  large  numbers  of  men 
who  do  not 

Mr.  Young.  Does  he  feel  under  any  moral  pressure  to  trade  at 
the  company  stores? 

Mr.  Anawaia*.  I  should  think  not.  There  is  no  reason  why  he 
should. 

Mr.  Oardner.  Does  he  feel  he  can  ingratiate  himself  with  his  em- 
ployer if  he  does  ? 

Mr.  Anawalt.  I  don't  think  so. 

Mr.  Beall.  Does  the  company  recognize  an  assignment  of  his 
wages  made  to  any  other  estaDlisnment  than  this? 

Mr.  Anawalt.  I  don't  know  about  that.  I  should  think  they 
would  have  to,  if  it  was  made. 

Mr.  Beall.  You  are  in  a  position  to  secure  from  the  company  at 
any  time  you  desire  to  do  so  the  amount  of  wages  that  is  due  to  any 
particular  employee? 

Mr.  Anawai/t.  We  can  do  that 

Mr.  Beall.  Well,  I  presume  you  do  that  before  you  accept  one  of 
his  assignments.  You  find  out  how  much  wage  is  actually  due  the 
man. 

Mr.  Anawalt.  That  is  necessarily  so ;  yes. 

Mr.  Beall.  Do  vou  know  whether  the  same  privilege  would  be 
extended  to  any  independent  concern  with  whom  the  men  might  want 
to  trade  ?  Do  you  know  whether  that  information'  is  available  for 
others  or  not? 

Mr.  Anawalt.  I  don't  know  that  it  would  be ;  I  don't  know  about 

that 
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Mr.  Beall.  Well,  without  that  information  you  would  not  feel 
safe  in  accepting  an  assignment,  would  you  ? 

Mr.  Ana  WALT.  We  would  feel  just  as  safe  as  an  independent  mer- 
chants if  the  independent  merchant  credits  a  man  only  on  the 
knowled^  he  has  that  the  man  is  working  and  earning  something 
with  which  to  pay  his  bills;  and  we  would  credit  him  under  the 
same  conditions,  and  do. 

Mr.  Beall.  But  you  are  not  content  to  give  credit  npcn  that 
basis;  you  require  more  definite  information  than  that 

Mr.  Ana  WALT.  We  have  done  so,  and  do  so. 

Mr.  Beall.  It  is  an  exceptional  case,  and  ordinarily  you  require 
this  assignment? 

Mr.  Ana  WALT.  Good  business  would  demand  that. 

Mr.  Beall.  Without  the  means  of  obtaining  information  as  to 
the  amount  due  him,  and  without  the  opportunity  to  secure  this 
assignment,  you  would  not  trade  with  him  as  vou  do  now ;  you  would 
not  sell  him  on  credit  to  the  same  extent  you  do  now  t 

Mr.  Ana  WALT.  I  don't  know.  That  is  a  proposition  that  never 
came  before  me;  but  I  am  free  to  say  that  with  most  of  those  people 
I  would  be  willing  to  credit  them. 

Mr.  Beall.  That  is,  you  would  be  willing  to  credit  the  ones  you 
personally  know? 

Mr.  An  A  WALT.  The  man  I  personally  know,  that  I  know  is  em- 
ployed and  earning  money  to  pav  his  bills  with ;  with  such  a  man  I 
would  take  the  same  chance  as  tne  independent  merchant  does  with 
him. 

Mr.  Beall.  But  vou  don't  do  it. 

Mr.  Ana  WALT.  No ;  it  is  not  necessary  with  us. 

Mr.  Beall.  And  that  is  the  advantage  which  you  have  over  your 
competitors? 

Mr.  An  A  WALT.  We  have  that  advantage;  yes. 

Mr.  Beall.  You  would  not  permit  the  managers  for  the  various 
stores,  the  59  stores,  to  extend  credit  generally  to  these  employees 
unless  you  had  the  opportunity  of  protecting  yourselves  by  getting 
an  assignment  of  their  wages. 

Mr.  Ana  WALT.  Not  indiscriminately ;  no. 

Mr.  Gardner.  Does  the  company  deny  to  these  other  stores — I 
thought  you  said  the  company  accorded  the  same  privilege  to  the 
other  stores  that  they  accorded  to  you;  that  it  was  necessary  under 
the  law. 

Mr.  Anawalt.  I  said  they  would  possibly  have  to  accept  the 
assignment,  if  it  was  made. 

Air.  Gardner.  Do  they  give  information  to  the  other  stores  in  the 
same  way  they  do  to  you  ? 

Mr.  Anawalt.  No  ;  I  should  think  not. 

Mr.  Gardner.  That  is,  the  information  would  be  denied!  If  I 
were  one  of  your  competitors  and  I  went  to  the  company  and  said, 
'^  Is  it  true  that  John  J  ones  is  working  at  so  much  a  day,  and  that  he 
will  be  paid  on  the  15th,"  they  would  not  tell  me  whether  that  was 
so  or  not? 

Mr.  Anawalt,  That  information  would  be  given. 

Mr.  Gardner.  What  information  is  denied  to  them  that  is  given  to 
you?    . 
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Mr.  Ana  WALT.  I  do  not  know  that  there  is  any.  If  an  independent 
merchant  went  to  the  office  of  the  mining  company  and  asked  about 
the  earnings  of  certain  employees  I  think  it  would  be  given  to  him. 

Mr.  Gahdker.  Suppose  he  telephoned,  would  it  be  given  to  him? 

Mr.  Anawalt.  I  think  it  would. 

Mr.  Gardner.  Wherein  do  you  have  the  advantage  over  your  com- 
petitors (  Do  the  companies  make  a  voluntary  statement  from  time 
to  time  to  your  concern  as  to  how  much  is  due  each  man,  and  who  the 
workmen  are?- 

Mr.  Anawalt.  I  do  not  know  that  they  do. 

Mr.  Gardner.  I  thought  you  said  to  Mr.  Beall  something  about 
that  was  one  of  the  advantages  which  you  have  over  your  competi- 
tors; I  thought  you  made  some  such  statement.  Now,  what  advan- 
tage did  you  refer  to  ? 

Mr.  Anawalt.  We  are  there,  we  are  right  on  the  ground,  we  are 
in  touch  with  them ;  we  can  call  the  office  very  easily  and  ask  about  a 
man.  We  have  that  advantage  over  the  competitors  who  may  be  a 
half  mile  or  a  quarter  of  a  mile  away,  or  farther,  a  longer  distance. 

Mr.  Gardner.  Is  that  all  the  advantage — ^the  fact  that  he  has  got 
to  telephone  a  mile  and  you  have  to  telephone  only  across  the  street, 
perhaps! 

Mr.  Anawalt.  I  do  not  know  that  there  is  any  other  special  ad- 
vantage that  we  have. 

Mr.  Gardner.  How  do  you  account  for  these  very  large  profits  ? 

Mr.  Anawalt.  I  do  not  account  for  them  at  all ;  1  do  not  think  we 
have  them. 

Mr.  Reed.  That  is  not  a  very  intelligible  answer,  Mr.  Anawalt 

Mr.  Anawalt.  He  asked  how  I  account  for  the  large  profits.  I 
do  not  think  we  have  a  large  profit. 

Mr.  YotTNO.  You  have  paid  10  or  12  per  cent  to  your  stock- 
holders, according  to  your  statement,  as  to  what  the  dividends  were 
in  these  later  years. 

Mr.  Anawalt.  I  stick  to  my  answer. 

Mr.  Young.  You  do  not  think  that  is  an  imreasonable  profit? 

Mr.  Anawai/t.  No. 

Mr.  Young.  In  the  way  you  do  business  you  do  not  have  any  losses. 

Mr.  Anawalt.  Practically  none. 

Mr.  Gardner.  When  pay  day  comes,  can  an  employee  go  to  the 
office  and  get  a  check  and  go  to  the  bank  and  get  his  money  if  he 
wants  itf 

Mr.  Anawalt.  On  pay  day  the  employee  is  paid  in  cash. 

Mr.  Gardner.  That  is  where  he  has  not  assigned  his  wages  to  the 
store? 

Mr.  Anawalt.  Where  he  has  not  assi^ed  his  wages. 

Mr.  Gardner.  He  can  have  his  choice  m  that  regard  ? 

Mr.  Anawalt.  He  has  his  choice.  Many  of  them  accept  it  by  not 
buying  anything  from  us. 

Mr.  Gardner.  I  have  not  got  it  throuprh  my  head  yet  whether  you 
have  or  have  not  an  advantage  over  your  competitors,  from  the  fact 
that  you  are  a  subsidiary  to  the  Carnegie  Steel  Co. 

Mr.  Anawalt.  There  is  not  any  doubt  but  that  being  a  subsidiary, 
and  practically  belonging  to  the  same  family,  we  may  have  that  ad- 
vantage in  being  in  close  touch  with  these  people  there. 
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Mr.  Oardner.  In  what  ways  are  you  in  closer  touch  than  a  com- 
petitor? 

Mr.  Anawalt.  We  know  them  a  little  better. 

Mr.  Gardner.  In  what  way  does  personal  acauaintance  help  yont 
Can  you  borrow  money  from  the  Carnegie  Steel  Co.  ? 

Mr.  Anawalt.  No;  we  do  not  do  that 

Mr.  Sterling.  Do  you  get  their  business  by  giving  them  better  bar- 

fains,  or  do  you  get  it  by  reason  of  the  fact  that  there  is  some  in- 
uence  exercised  over  them  to  induce  them  to  trade  at  your  store? 

Mr.  Anawalt.  We  get  their  business  by  giving  them  better  goods, 
or  at  least  as  good  quality  of  goods  as  they  can  buy  from  individuals. 
We  give  them  to  them  under  the  best  of  sanitary  and  other  good  con- 
ditions, and  at  least  at  as  low  prices,  and  in  many  instances  lower 
prices  than  they  can  buy  them  for  from  our  competitors. 

Mr.  Danporth.  Have  you  any  idea  of  the  proportion  of  these 
miners  dealing  with  your  competitors?  Could  you  give  the  jier- 
centage  ? 

Mr.  Anawalt.  I  have  no  figures,  but  to  venture  an  estimate,  I 
would  say  pretty  nearly  100  per  cent  do  some  dealing  with  other 
people. 

Mr.  Danforth.  Are  there  any  of  these  miners  or  their  families  who 
do  not  do  any  business  with  you  or  with  your  stores? 

Mr.  Anawalt.  Oh,  yes. 

Mr.  Danforth.  And  do  all  their  business  with  your  competitors? 

Mr.  Anawai/t.  Yes. 

Mr.  Danforth.  What  percentage  of  the  miners  and  their  families 
do  you  think  do  that? 

Mr.  Anawalt.  I  could  not  say  as  to  that.  That  varies  a  great  deal 
at  different  places. 

Mr.  Gardner.  I  suppose  a  woman  going  shopping  would  be  very 
apt  to  drop  in  the  various  stores,  yours  and  others,  and  might  bur 
at  one  and  buy  at  another? 

Mr.  Anawalt.  They  do  that. 

Mr.  Gardner.  According  to  whether  the  provisions  look  a  little 
more  attractive,  or  the  price  is  more  attractive.  That  might  vary 
from  time  to  time. 

Mr.  Beall.  Is  there  any  other  concern  that  has  a  chain  of  stores  in 
that  region,  which  is  your  competitor  at  different  places  ? 

Mr.  Anawalt.  The  mining  companies  all  have  them. 

Mr.  Beall.  In  that  region  there  are  different  mining  companies 
than  the  Carnegie  Co. 

Mr.  Anawalt.  There  are. 

Mr.  Beall.  Each  of  these  companies  has  its  chain  of  stores? 

Mr.  Anawalt.  Yes,  sir. 

Mr.  Beall.  Located  frequently  in  the  same  town  with  or  near 
yours? 

Mr.  Anawalt.  Yes. 

Mr.  Gardner.  What  percentage  of  your  goods  are  perishable? 

Mr.  Anawalt.  From  30  to  40  per  cent. 

Mr.  Gardner.  And  when  one  store  shows  a  likelihood  of  running 
short  it  is  supplied  by  some  other  store  in  the  same  chain,  is  it? 

Mr.  Anawalt.  That  is  sometimes  done. 

Mr.  McGiLLicuDDY.  I  understand  you  to  say  that  90  per  cent  of 
your  customers  were  steel  company  employees? 
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Mr.  Akawai/t.  I  ventured  that  guess. 

Mr.  McGiLLicuDDY.  Are  your  stores  all  of  them  located  at  points 
where  there-  are  employees  of  this  company  ?  You  have  no  stores  at 
any  other  points ! 

Mr.  Ana  WALT.  We  have  no  stores  at  any  other  points. 

Mr.  McGiLLicuDDY.  So  that  90  per  cent  of  all  of  your  patrons  are 
employees  of  the  company  ? 

Mr.  Ana  WALT.  That  may  be  true. 

Mr.  McGiLLicuDDT.  Yes ;  approximately.  Now,  you  said  you  oould 
not  give  them 

]M&.  Anawalt  (interposing).  Let  me  add  to  that,  please,  so  that 
you  will  understand :  Tnese  plants,  many  of  them,  are  located  where 
there  are  very  few  people  except  the  employees. 

Mr.  McGillicuddt.  I  understand  that. 

Mr.  Anawalt.  And  the  stores  are  there  for  that  reason. 

Mr.  McGnxicuDDY.  If  you  can  ^ve  customers  ffoods  at  such  ad- 
vantageous prices  as  you  say  and  still  make  a  gooaprofit,  why  dont 
you  do  business  generally  in  other  places,  instead  of  just  at  places 
where  you  have  employees  of  these  companies  as  patrons? 

Mr.  Anawalt.  That  question  has  been  considered. 

Mr.  McGillicuddt.  Why  don|t  you  do  business  elsewhere  if  it  is 
profitable,  and  you  have  no  particular  advantages  there? 

Mr.  Anawalt.  For  the  reason  that  we  are  not  in  the  mercantile 
business  so  much  from  choice  as  we  are  from  a  matter  of  necessity. 

Mr.  McGnjJtcuDDY.  Is  that  your  answer? 

Mr.  Anawalt.  That  is  the  answer. 

Mr.  McGiLLicuDDY.  Have  you  ever  tried  it  anywhere  else;  ever 
tried  any  stores  anywhere  except  where  you  have  these  employees 
for  patrons? 

Mr.  Anawalt.  We  have,  as  I  answered  before,  stores  located  where 
we  are  close  to  other  people,  and  we  get  some  of  their  business. 

Mr.  McGillicuddt.  Have  you  any  stores  located  in  any  localities 
where  there  are  no  steel  company  employees? 

Mr.  Anawalt.  No. 

Mr.  McGillicuddt.  What  I  want  to  know  is,  if  it  is  such  a  profita- 
able  business  and  you  have  no  advantages  where  the  employees  are, 
why  don't  you  go  somewhere  besides  where  there  are  these  employees? 

Mr.  Anawalt.  I  answered  that  question  by  saying  we  are  not  in 
the  mercantile  business  from  choice,  but  we  are  in  the  mercantile 
business  as  a  matter  of  necessity  so  far  as  the  operating  of  those 
plants  is  concerned. 

Mr.  McGillicuddt.  What  is  the  necessity  to  the  steel  company? 
Could  not  these  people  get  their  goods  at  other  places  if  you  should 
go  out  of  business  altogether? 

Mr.  Anawai/t.  They  liave  not  found  it  possible  to  do  so  satisfac- 
torily. 

Mr.  McGillicuddt.  You  have  not  given  them  any  chance  to  do  it. 

Mr.  Anawai/t.  They  have  had  a  chance  to  try  it. 

Mr.  McGillicuddt.  Where? 

Mr.  Anawai/t.  You  want  specific  instances? 

Mr.  McGillicuddt.  Certainly.    I  asked  jou  where  ? 

Mr.  Anawalt.  We  have  three  places  m  operation  to-day  that 
were  opened  and  started  because  of  a  petition  circulated  and  pre- 
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^nted  to  us  by  employees  of  the  mining  company  requesting  us  to 
do  so. 

Mr.  McGiuJCUDDY.  Is  that  all? 

Mr.  Anawai/t.  We  have  had  instances  within  the  past  year — ^two 
that  I  have  in  mind  now — ^where  the  company  attempted  to  operate 
their  plants  and  could  not  get  the  men  to  do  it  until  we  established 
our  stores  which  had  been  closed  on  account  of  the  plants  being 
closed  down  and  people  having  gone  away. 

Mr.  McGiLiiicuDDY.  That  is  the  only  reason  you  limit  yourselves 
to  places  where  the  company  does  business? 

Mr.  ANAWAI.T.  That  is  it. 

Mr.  Babtlett.  I  would  like  to  ask  a  question  right  there.  You 
had  a  capital  stock  of  $1,000  and  it  was  later  incre^ed  to  $500,000. 
Now,  on  March  31, 1902,  when  you  purchased  the  assets  of  the  Union 
Supply  Co.  (Ltd.)  you  purchased  them  for  $913,066.66.  That  is 
what  you  agreed  to  pay.  You  issued  to  them  $499,000  of  the  capital 
stock  of  your  company  and  the  balance  of  that  $913,066.66,  which  was 
the  purchase  price  of  the  Union  Supply  Ca  (Ltd.)— $414,066.66— 
was  what  you  agreed  to  pay  for  the  debts  that  they  owed;  is  that 
true? 

That  is  what  it  stands  in  this  statement.  While  you  agreed  to  pay 
$913,066.66  for  purchasing  the  business  of  the  Union  Supply  Co. 
(Ltd.)  2  of  that  $913,066.66  j>art  of  the  purchase  price  which  came 
off  of  it  was  $414,066.66,  which  were  the  debts  which  you  assumed. 

You  did  not  pay  them  that  amount  and  then  pay  the  debts  in  ad- 
dition, did  you I 

Mr.  Akawai/t.  I  can  not  answer  as  to  those  figures  there.  ^  As  I 
explained  a  while  ago,  that  was  only  a  mattter  of  changing  a  limited 

Partnership  over  to  a  corporation  that  belonged  to  the  same  people, 
don't  know  what  those  figures  are.  They  may  have  been  taken 
from  the  books.    I  don't  know. 

Mr.  BAimuBTT.  This  seems  to  have  been  taken  from  the  minutes. 
We  proceeded  along  here  for  a  while  on  the  idea  that  you  had  a 
capital  investment  of  $913,000,  because  that  was  the  price  according 
to  these  minutes  which  you  agreed  to  pay  the  other  company  for  its 
assets  and  business.  But  it  appears  from  those  minutes  that  of  the 
$913,000  you  had  agreed  to  pay  $499,000  in  the  capital  stock  of  the 
company  at  par  and  the  balance  by  your  assuming  the  debts  of  the 
company  which  you  purchased.  That  being  true,  uien,  the  $414,000, 
whatever  the  dinerence  was,  you  agreed  to  pay  for  the  liabilities,  and 
that  would  not  be  a  part  of  your  capital  stock,  would  it?  In  other 
words  it  would  become  a  liability,  would  it  not? 

Mr.  Reed.  It  is  as  if  there  was  paid  a  half  million  to  one  person 
and  $400,000  to  another  person. 

Mr.  Gardner.  It  would  be  an  investment  like  an  income  from 
bonds. 

Mr.  Bartlett.  What  is  the  market  value  of  the  stock?  If  any  has 
been  sold,  what  did  it  sell  for? 

Mr.  An  AW  ALT.  I  do  not  know  that  it  has  any  market  value. 

Mr.  Bartlett.  The  shares  are  issued,  are  they  not? 

Mr.  An  A  WALT.  They  are  issued. 

Mr.  Bartlett.  There  are  none  on  the  market  and  none  sold! 

Mr.  An  A  WALT.  No,  sir. 
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Mr.  Danforth.  The  situation,  as  I  understand  it,  is  that  when  you 
made  the  transfer  from  the  limited  company  to  the  corporation  you 
took  over  $900,000  and  odd  worth  of  property.  You  paid  for  that 
by  issuing  $500,000  worth  of  stock  and  assuming  the  liabilities  up 
to  something  like  $414,000. 

Mr.  Akawalt.  That,  I  believe,  is  what  the  minutes  show. 

Mr.  Danforth.  That  is  the  situation,  is  it  not;  that  was  the 
situation  ? 

Mr.  Anawalt.  I  can  not  say  as  to  that. 

Mr.  Danforth.  That  would  apparently  be  the  situation  from  the 
face  of  the  minutes. 

Mr.  Bartlett.  You  did  not  pay  them  $913,000  and  pay  the  debts, 
too,  in  addition,  of  $414,000.    That  was  not  the  trade? 

Mr.  An  AW  ATA*.  I  don't  know ;  I  can  not  see  that  as  you  do. 

Mr.  Bartlett.  Have  you  no  personal  knowledge  about  the  matter? 

Mr.  Anawalt.  I  can  not  see  there  is  any  trade  in  it  at  all.  It 
was  only  a  matter  of  trading  dollars.  It  was  only  a  matter  of  turn- 
ing the  same  concern  over  into  a  corporation  which  had  formerly 
been  a  limited  partnership.  I  do  not  Know  how  those  figures  were 
fixed  at  that  time.    It  may  have  been  a  guess. 

Mr.  Danforth.  The  books  must  have  shown  these  figures  at  that 
time? 

Mr.  Anawalt.  That  might  be  true. 

Mr.  Danforth.  Shown  the  amount  of  liabilities  and  the  amount 
of  property? 

Mr.  Anawalt.  That  would  be  a  question  of  bookkeeping.  I  can 
not  answer  that. 

Mr.  Bartlett.  You  have  no  personal  knowledge? 

Mr.  Anawalt.  Not  of  that  transaction. 

Mr.  Bartlett.  You  have  no  personal  knowledge  of  the  organiza- 
tion of  the  Union  Supply  Co.  ?  How  long  have  you  been  one  of  its 
officers  ?    Since  its  organization  ? 

Mr.  Anawalt.  I  have  been  an  officer  since  1891,  but  up  until  1903 
I  was  its  general  superintendent,  in  charge  of  operations  in  the  field, 
and  knew  very  little  about  this  bookkeeping  question. 

Mr.  Bartlett.  You  did  not  know  anything  about  the  reorganiza- 
tion of  the  old  company  into  the  new  ? 

Mr.  Anawalt.  I  knew  that  they  did  that. 

Mr.  Bartlett.  And  you  took  no  personal  pai-t  in  it? 

Mr.  Anawalt.  I  took  no  personal  part  in  it. 

Mr.  Bartlett.  And  was  not  an  officer  of  either  corporation  at  the 
time? 

Mr.  Anawalt.  I  was  the  general  superintendent  of  the  Union  Sup- 

§ly  Co.  (Ltd.),  and  became  the  general  superintendent  of  the  Union 
upply  Co.  at  that  time. 

Mr.  Bartlett.  What  were  your  duties  as  general  superintendent? 

Mr.  Anawalt.  I  said  I  was  in  charge  of  operations  in  the  field. 

Mr.  Bartlett.  But  you  knew  nothing  about  the  plan  of  the  reor- 
ganization of  the  Supply  Co.  (Ltd.)  into  the  new  company? 

Mr.  Anawalt.  I  did  not. 

Mr.  Bartlett.  And  had  no  stock  in  either  one  ? 

Mr.  Anawalt.  I  became  a  stockholder,  I  believe — that  is,  I  be- 
came a  director  in  the  new  company  at  that  time. 
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Mr.  Babtubtt.  And  was  not  one  in  the  old?  Was  the  old  one  a 
partnership  or  a  corporation? 

Mr.  Anawalt.  A  partnership. 

Mr.  Babtlett.  Were  you  one  of  the  partners  of  the  Supply  Co. 
(Ltd.)  before  the  formation  of  this  corporation? 

Mr.  Akawalt.  I  am  not  positive  about  that,  but  I  think  not 

Mr.  Babtlett.  Your  first  connection  as  having  a  pecuniary  inter- 
est was  after  the  formation  of  the  new  company? 

Mr.  Anawalt.  Yes ;  I  have  never  been  interested  pecuniarily. 

Mr.  Gabdkeb.  Did  the  witness  imderstand  the  question?  I  think 
he  testified  that  the  whole  pecuniary  interest  was  held  by  the  Car- 
negie Steel  Co. 

Mr.  Anawalt.  That  is  true. 

Mr.  Gabdneb.  Mr.  Bartlett  asked  you  whether  your  first  pecunary 
interest  in  the  company  was  after  its  reorganization,  and  you  said 
yes. 

Mr.  Babtletf.  He  said  he  was  a  stockholder. 

Mr.  Anawalt.  I  said  I  was  a  director  in  the  new  company.  I  had 
to  have  a  qualifying  share  of  stock  in  order  to  be  a  director.  That  is 
required  by  the  by-laws. 

Mr.  Young.  As  a  matter  of  fact,  the  stock  really  belonged  to  tiie 
Came^e  Co.? 

Mr.  Keed.  It  was  the  general  arrangement 

Before  the  committee  finishes  with  the  witness  I  wish  to  reouest 
that  somebody  ask  him  how  the  profits  of  this  corporation  or  oi  the 
business  whicn  it  has  done  compare  with  the  profits  of  other  mercan- 
tile businesses  in  the  same  district  with  similar  businesses. 

Mr.  Young.  I  will  ask  him  that  question,  if  he  knows.  I  do  not 
suppose  he  would  know  much  about  the  others,  unless  he  is  interested 
in  some. 

Mr.  Anawalt.  I  have  already  made  the  statement  that  our  mer- 
chandise is  sold  at  equally  low  and  in  many  instances  lower  prices 
than  other  people  sell  it  at  After  all  it  would  become  a  question 
of  management  and  expense  in  handling  the  business  as  to  what  the 
net  profits  might  be,  of  course. 

Mr.  Gabdneb.  Have  you  any  knowledge  of  what  are  the  net  profits 
in  other  mercantile  establishments  of  liKe  kind  in  your  district! 

Mr.  Anawai/t.  I  have  of  some  of  them. 

Mr.  Gabdneb.  Will  you  specify ! 

Mr.  Anawalt.  I  do  not  believe  there  are  any  of  them  that  make 
any  less  money  in  per  cent  of  profits  than  we  do. 

Mr.  Young.  It  would  depend  on  the  trading? 

Mr.  Anawalt.  Yes.  Speaking  of  this  question  of  prices,  the 
gentleman  asked  me  about  the  supplying  of  powder :  The  principal 
explosive  used  by  the  miners  at  present  is  sold  by  oiu:  concern  at  a 
very  low  rate  of  profit. 

Mr.  Beall.  What  grade  of  powder  is  it? 

Mr.  Anawalt.  The  mining  company  are  using  MonobeL  That  is 
a  so-called  safety  explosive. 

Mr.  Young.  What  do  you  get  for  it? 

Mr.  Anawalt.  We  are  seuing  that  to  the  miner  at  the  present 
time  at  6^  cents  a  stick,  or  rather  4  sticks  for  26  cents* 

Mr.  Young.  How  much  do  4  sticks  weigh? 


UNITED  STATES  STEEL  OOBPOBATIOK.  8099 

Mr.  Ana  WALT.  About  2  pounds.  A  better  way  to  put  that  is,  1^ 
by  8  inches,  Monobel 

Mr.  Beall.  That  is  about  12^  cents  a  pound  ?    . 

Mr.  Ana  WALT.  Yes.     • 

Mr.  Danforth.  Do  you  know  what  the  other  independent  mer- 
chants sell  that  same  explosive  for ;  what  their  price  is  ? 

Mr.  Ana  WALT.  I  do  not,  except  I  know  it  is  more  than  ours.  I 
can  not  tell  you  the  exact  price.    I  will  say  it  is  more  than  our  price. 

Mr.  Beall.  You  have  already  stated  you  have  competitors  that 
were  members  of  a  like  chain  of  stores  belonging  to  other  coal  com- 
panies. Do  you  know  whether  they  issue  these  orders  or  give  these 
assignments,  whether  their  employees  give  these  assignments  of 
wases,  in  these  other  stores  ? 

Mr.  Anawalt.  I  think  most  of  them  do. 

Mr.  Beall.  If  one  of  the  employees  of  one  of  these  other  stores 
should  come  into  your  establi^^mient,  would  you  take  an  assignment 
of  wages  from  him  ?    Do  you  do  it  f 

Mr.  Ana  WALT.  I  do  not  know  that  we  would.  In  the  first  place 
I  would  not  know  the  man  at  all ;  am  not  likely  to  know  him. 

Mr.  Beall.  Then  I  understand  you  do  not  do  that? 

Mr.  Anawalt.  No. 

Mr.  Beall.  If  jou  were  disposed  to  do  it,  could  vou  get  informa- 
tion from  these  rival  companies  as  to  the  amount  oi  wages  due  him? 

Mr.  Anawalt.  That  I  do  not  know;  that  I  have  never  tried. 

Mr.  Beall.  Have  you  ever  tried  it,  after  20  years'  experience  in 
this  work? 

Mr.  Anawalt.  No. 

Mr.  Beall.  You  have  never  tried  to  get  an  assignment  of  wages 
from  an  employee  of  any  of  these  other  companies  f 

Mr.  Anawalt.  Never  tried  that;  no. 

Mr.  Beall.  You  have  never  sought  to  obtain  from  these  other 
companies  information  as  to  the  amount  of  wages  due  one  of  their 
employees? 

Mr.  Anawalt.  No. 

Mr.  Beall.  And  you  do  not  think,  as  a  matter  of  fact,  that  these 
opposition  concerns  could  obtain  from  your  coal  company  the  infor- 
mation that  you  say  you  have  never  sought  to  obtain  from  their  coal 
company? 

Mr.  Anawalt.  I  think  they  could.  I  do  not  know  of  any  reason 
why  it  should  be  denied  them,  if  they  wanted  to  know. 

Mr.  Beall.  Why  is  it  you  have  never  asked  for  it?  Naturally, 
you  desire  to  sell  as  many  goods  as  possible,  and  there  are,  say,  hun- 
dreds and  thousands  of  employees  around  about  you  that  are  work- 
ing for  other  concerns;  they  are  getting  waees,  and  you  naturally 
would  want  to  get  some  of  that  business.  Why  is  it  that  you  have 
not  secured  that  business? 

Mr.  Anawalt.  Well,  but  I  do  not  know  that  we  do  want  to. 

Mr.  Beall.  You  have  your  concerns  open.  You  are  selling,  and 
sell  to  anybody? 

Mr.  Anawalt.  I  stated  those  concerns  were  there,  many  of  them 
as  a  matter  of  necessity,  to  supply  those  people  with  their  wants 
and  needs. 

Mr.  Beall.  Inasmuch  as  you  have  the  concerns  there  you  want  to 
make  just  as  much  profit  out  of  them  as  you  can,  don't  you  ? 
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Mr.  Ana  WALT.  Yes. 

Mr.  Beall.  And  the  more  customers  you  can  secure  the  more  your 
profits  will  be ;  and  if  the  way  was  open  and  clear  and  plain  by  which 
you  could  handle  these  assignments  from  the  miners  of  these  oppos- 
ms  companies,  you  would  do  it,  would  you  not  ? 

Mr.  Anawalt.  I  would  be  very  glad  to  accept  the  assignment  of 
an  employee  of  some  other  company  if  he  would  come  to  us  and 
offer  it. 

Mr.  Beall.  There  is  some  reason  why  it  is  not  done? 

Mr.  Anawalt.  Well,  it  is  not  convenient — ^it  would  not  be  con- 
venient to  the  employee  himself. 

Mr.  Beall.  But  onentimes  his  store  is  right  close  to  yours,  is  it 
not? 

Mr.  Anawalt.  Not  right  alongside  of  us ;  not  as  convenient  to  the 
employee  as  the  store  of  his  own  plant  would  be. 

Mr.  Beall.  Is  it  not  a  fact  that  some  of  them  mi^ht  live  more 
conveniently  to  your  stores  than  to  their  own  company's  stores? 

Mr.  Anawalt.  That  is  true. 

Mr.  Qasdner.  Are  your  stores  mostly  on  your  own  plant  ? 

Mr.  Anawalt.  Mostly  on  the  plants. 

Mr.  Gabdner.  And  the  others  are  mostly  on  their  own  plants? 

Mr.  Anawalt.  Yes.  They  are  made  just  as  convenient  to  the 
people  as  they  possible  can  be  made. 

Mr.  Beall.  How  close  together  are  any  of  these  stores,  your  store 
and  the  opposition  stores  ? 

Mr.  Anawalt.  I  don't  know.  A  coal  plant  usually  has  an  acreage 
of  several  hundred  acres  of  coal,  and  the  next  plant  would  have  to 
be  on  a  similar  field.    We  have  them  within  a  mile  of  us. 

Mr.  Beall.  Do  the  miners  of  your  company  all  live  on  the 
property  of  the  coal  company? 

Mr.  Anawalt.  Not  all ;  most  of  them  in  most  cases. 

Mr.  Beall.  Will  you  say  as  a  general  rule  that  in  so  far  as  your 
employees  are  concerned  you  have  the  advantage  in  securing  their 
custom ;  you  have  an  advantage  over  your  rivals  in  addition  to  the 
location  ? 

Mr.  Anawalt.  I  do  not  know  what  it  would  be. 

Mr.  Beall.  You  do  have  the  opportunity  to  secure  these  assign- 
ments of  wages? 

Mr.  Anawalt.  We  do  that 

Mr.  Beall.  That  your  rival  does  not  have  in  so  far  as  your  mine 
is  concerned? 

Mr.  Anawalt.  Yes ;  but  it  is  not 

Mr.  Beall  (interposing).  But  you  do  not  have  the  same  oppor- 
tunity in  so  far  as  his  mine  is  concerned? 

Mr.  Anawalt.  But  it  is  not  necessary  for  the  man  to  have  this 
assignment  of  wa^es. 

Mr.  Beall.  But  it  is  very  convenient.  It  frequently  happens 
that  it  is  almost  necessary  for  him  to  operate  in  that  way. 

Mr.  Anawalt.  That  mipht  happen  in  some  cases,  but  not  fre- 
quently and  not  in  a  majority  of  cases. 

Mr.  Beall."  What  class  of  people  are  these  employees  generally, 
in  these  coal  mines,  what  nationality?  Is  there  any  large  per  cent 
of  Syrians  among  them? 
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Mr.  Akawalt.  We  have  all  nationalities;  I  would  say  practically 
all. 

Mr.  Beall.  a  great  many  Poles  and  Hungarians? 

Mr.  Anawalt.  We  have  a  good  many  roles  and  a  good  many 
Hungarians. 

Mr.  Beaix.  The  great  majority  of  employees  in  coal  mines  are 
foreigners? 

Mr.  AnawaiiT.  In  all  coal  mines  I  guess  at  the  present  time. 

Mr.  BeaiiL.  And  a  great  many  different  languages  are  spoken? 

Mr.  Anawalt.  Yes. 

Mr.  Beall.  They  do  not  get  very  extravagant  wages  do  they — the 
coal  miners? 

Mr.  Anaw^alt.  I  think  they  get  very  fair  wages. 

Mr.  Beall.  Do  a  great  number  of  them  become  exhausted  of  their 
wages  before  pay  day  and  come  to  the  store  and  give  these  assign- 
ments of  wages? 

Mr.  Anawalt.  Not  very  many  of  them. 

Mr.  Beall.  Only  a  small  percentage  of  employees  trade  with  you 
upon  the  basis  of  assignment  of  wages  ? 

Mr.  Anawalt.  Most  of  them  make  the  assignment  of  wages  as  a 
matter  of  convenience,  I  think,  as  much  as  for  any  other  reason. 
I  will  further  add  that  I  think  the  majority  of  employees  of  the 
mining  companies  who  deal  with  us  coula  get  credit  elsewhere! 

Mr.  Beall.  What  is  the  element  of  convenience  to  get  this  certifi- 
cate for  assignment  of  wages?  They  do  that  and  it  passes  current 
as  money  ? 

Mr.  Anawalt.  That  is  it. 

Mr.  Beall.  It  would  ordinarily  happen  that  before  a  man  would 
make  an  assignment  of  wages  his  money  would  be  exhausted,  would 
it  not  ?  It  would  be  necessary  ?  That  would  be  the  onlj  reason  that 
would  prompt  him  to  accept  one  of  these  certificates  m  preference 
to  waitmg  until  pay  day  and  accepting  the  money  ? 

Mr.  Anawalt.  That  is  not  the  only  reason. 

Mr.  Beall.  What  use  would  they  have  for  it  except  to  use  it  for 
money  ? 

Mr.  Anawalt.  I  know  there  are  a  great  many  of  them  who  have 
very  nice  bank  accounts  and  at  the  same  time  are  makins  assign- 
ments every  two  weeks  right  along,  as  they  need  their  stufiT 

It  is  very  convenient  for  a  man  to  walk  into  the  store  and  ask  for 
an  assignment  for  a  dollar  if  he  wants  to  buy  a  few  goods  at  the 
store.  He  may  not  have  the  dollar  in  his  pocket,  but  he  may  have — 
frequently  they  do  have — but  when  he  makes  the  assignment  he 
makes  that  on  wages  that  are  due  him.  He  does  not  make  it  on 
he  money  he  has  in  his  pocket,  and  he  can  make  use  of  that  dollar 
possibly  some  other  way,  or  he  prefers  to  have  the  dollar  and  have 
the  assi^ment  against  the  wages  that  he  will  be  paid,  or  should  be 
paid,  within  10  days  or  so. 

Mr.  Beall.  What  sort  of  a  certificate  is  given  to  him  ? 

Mr.  Anawalt.  It  is  a  small  punch  check,  as  we  call  it,  calling  for 
one  or  two  dollars'  worth  of  goods,  or  $5. 

Mr.  Beall.  Say  it  is  $5.  Then,  has  it  got  a  column  over  here 
5  cents,  10  cents,  25  cents,  50  cents,  and  $1,  and  so  on,  that  you 
can  punch? 
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Mr.  Anawalt.  In  the  case  of  a  $5  check  they  are  numbered  from 
1  to  500.  We  use  that  particular  check  or  order  so  that  the  cus- 
tomer can  readily  see  at  all  times  what  has  been  taken  ojBf  his  check 
for  each  purchase.  In  other  words,  our  business  is  open  and  above- 
board.  We  make  no  sales  for  which  we  do  not  make  a  bill  in  du- 
plicate and  give  the  customer  one  copy  of  it. 

If  there  is  a  child  comes  to  the  store  with  this  order,  or  a  woman, 
and  the  man  at  home  wants  to  see  what  she  has  been  doing  when  she 
gets  home,  she  shows  the  bill  and  shows  this  check,  showing  that 
the  amount  was  punched  from  the  check  that  the  bill  calls  for.  It 
aids  in  correcting  errors  and  in  preventing  disputes  as  to  what  your 
dealing  might  have  been. 

I  think  that  is  another  reason  whv  manv  of  these  people  prefer 
to  use  the  store  order,  because  they  have  always  got  in  their  hands 
the  evidence  of  their  dealing  and  what  their  last  purchase  was. 

The  Chairman.  These  stores  are  located  at  mines,  are  they  not? 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  Right  near  the  mines!  What  is  the  character  of 
these  stores,  or  these  buildings!  I  see  in  the  minutes  here  there 
are  three  of  them,  where  estimates  are  given.  The  building  at 
Hecla,  Pa.,  has  a  value  of  $3,000,  and  that  at  Trauger,  $3,500.  &oes 
that  price  include  the  building  and  grounds! 

Mr.  Anawaia-.  Yes.  That  is  a  very  low  valuation,  I  would  say, 
on  those  properties. 

The  Chairman.  How  did  you  happen,  if  you  had  sixty-odd  stores, 
to  value  two^  of  them  here — the  two  that  I  have  mentioned — under 
the  heading  in  these  minutes  "Purchased  stores  of  Hecla  Supplv 
Co.  (Ltd.)  as  follows"! 

Mr.  Anawalt.  That  was  the  purchase  price  of  those  buildings. 

The  Chairman.  Was  the  Hecla  Co.  another  company,  not  con- 
nected with  the  Steel  Corporation! 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  And  these  prices  are  what  you  paid  the  Heda  Co. 
for  the  different  stores  and  goods! 

Mr.  Anawalt.  That  is  it. 

The  Chairman.  How  did  the  Hecla  Co.'s  stores  compare  in  size  and 
character  with  the  other  stores — ^the  other  60  stores  that  you  own  f 

Mr.  Anawalt.  Very  poorly,  the  majority  of  them. 

The  Chairman.  Are  they  built  of  frame  or  brick! 

Mr  Anawalt.  Both  frame  and  brick. 

The  Chairman.  What  is  the  size! 

Mr.  Anawalt.  That  depends  upon  the  amount  of  business  we 
expected,  which  would  depend  on  the  number  of  people  who  are 
employed  at  the  plants,  and  what  we  might  expect  from  the  out- 
side.   That  is  all  figured  on  before  the  building  is  erected. 

The  Chairman.  1  understand ;  but  these  stores  in  a  mining  camp 
are  as  a  rule  more  or  less  alike.  Nobody  has  ever  been  through  a 
mining  camp,  or  was  raised  in  and  around  one,  but  knows  what  a 
company  store  is,  in  the  main.  It  is  usually  a  store  with  a  porch  in 
front,  50  or  60  feet  front,  running  back  60  or  80  feet.  Is  not  that 
true!  It  may  be  built  of  brick  or  wood;  sometimes  a  one-story  build- 
ing and  sometimes  a  two-story  building. 

Mr.  Anawalt.  Would  you  allow  me  to  ask  you  a  question  f 
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The  Chairman.  Ask  anything  yon  like. 

Mr.  Ana  WALT.  Have  you  ever  been  in  a  mining  camp  where  they 
have  good  stores! 

The  Chairkan.  I  think  I  have. 

Mr.  Ana  WALT.  We  have  store  buildings  the  dimensions  of  which 
are  60  by  100  feet.  That  is  perhaps  the  largest  building  we  have. 
We  have  sc»ne  that  are  not  much  more  than  half  that  large,  depend- 
ing upon  the  amount  of  business  we  do.  We  have  some  store  build- 
ing tnat  have  cost  us  $80,000  to  erect 

The  Chairman.  How  many  have  you  of  that  kind  ? 

Mr.  Anawalt.  We  have^  I  believe,  some  that  cost  between  $25,000 
and  $30^000.  We  have  quite  a  number  that  cost  us  $20,000  and  we 
have  quite  a  number  that  cost  $15,000.  We  have  two  buildings  under 
construction  now  that  will  cost  us  about  $18,000. 

The  Chairman.  What  is  the  average  cost  of  these  buildings — of 
these  60  stores? 

Mr.  Anawalt.  I  can  not  tell  you  that. 

The  Chairman.  They  are  almost  without  exception  one  and  two 
stoij  buildings,  ard  they  not? 

Mr.  Anawalt.  Two-story  building,  as  a  rule. 

The  Chairman.  The  upper  story  is  used  for  a  hall  or  some  such 
purpose,  as  a  rule? 

Mr.  Anawalt.  They  are  used  for  store  purposes  entirely.  The 
upper  story  is  used  as  a  furniture  room,  and  like  that. 

The  Chairman.  These  stores  are  supplied  with  such  furniture  and 
clothing  and  other  supplies  as  the  miners  buy,  are  they  not  ? 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  Is  that  an  expensive  or  inexpensive  character  of 
goods? 

Mr.  Anawalt.  We  have  both. 

The  Chairman.  What  kind  do  they  usually  buy? 

Mr.  Anawai/t.  We  supply  all  classes  of  the  men,  from  the  superin- 
tendents of  our  plants  aown  to  the  lowest-paid  miners  employed  in 
theplace. 

The  Chairman.  What  proportion  of  employees  of  the  company 
are  not  miners? 

Mr.  Anawalt.  That  would  be  very  small. 

The  Chairman.  Not  more  than  one-twentieth  are  people  in  the 
class  of  superintendents  and  overseers  and  positions  of  that  sort. 

Mr.  Anawalt.  Yes. 

The  Chairman.  The  rest  of  them  are  miners.  Now,  you  have  here 
at  this  Hecla  store  $10,000  worth  of  fixtures  and  the  like  of  that 
That  was  the  invoice  price  when  you  bought  it,  was  it  not? 

Mr.  Anawalt.  Yes. 

The  Chairman.  Your  stores,  on  the  average,  were  they  as  expen- 
sive as  the  Hecla  store — ^as  well  furnished  ? 

Mr.  Anawalt.  More  so. 

The  Chairman.  How  about  your  store  at  Trauger?  Did  that 
oome  up  to  the  average? 

Mr.  Anawalt.  There  is  not  very  much  diflference  between  the 
Trauger  and  Hecla  stores.  They  belonged  to  the  same  people,  in 
the  same  plant.   When  we  bought  them  they  had  been  in  use  approxi- 
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mately  20  years.    They  were  frame  buildings,  much  depreciated  in 
value  from  their  original  cost. 

The  Chairman.  These  dividends  I  see  that  were  declared.  What 
disposition  was  made  of  those  dividends? 

Mr.  Ana  WALT.  They  were  paid  to  the  Carnegie  Steel  Co. 

The  CHAIR3IAN.  And  from  them  went  into  the  Steel  Corporation's 
general  fund? 

Mr.  Ana  WALT.  I  suppose  so. 

The  Chairman.  When  you  wanted  to  purchase  new  stock,  where 
did  you  get  your  money  ? 

W^.  Anawalt.  We  get  the  money  from  our  own  capital  that  we 
keep  invested  in  the  business  all  the  time. 

The  Chairman.  These  dividends  were  amounts  you  took  out  of 
the  business — clear  profits — and  were  not  put  back  into  it? 

Mr.  Anawalt.  No. 

The  Chairman.  I  notice  here  you  declared  a  dividend  in  1907,  for 
instance,  of  $40,000  a  month — about  10  different  dividends.  How  did 
you  happen  to  declare  these  each  mcmth  ? 

Mr.  Anawalt.  I  do  not  know  that  there  is  any  special  reason  for 
that,  except  the  board  of  directors  has  a  regular  monthly  meeting, 
and  if  they  have  anything  to  declare  a  dividend  from  they  declare 
it.  There  is  a  meetinfi^  held  every  month.  How  many  dividends  do 
you  say  were  declared  ? 

The  Chairman.  I  noticed  in  1907  you  declared  dividends  of  $40,000 
each  in  the  months  of  January,  February,  March ;  April  was  skipped ; 
May,  June,  July,  August,  September ;  October  was  skipped ;  Novem- 
ber, and  December — 10  months. 

Mr.  Anawalt.  There  were  two  months  they  did  not  have  any  money 
to  declare  a  dividend  from. 

The  Chairman.  Some  of  them  are  from  $40,000  to  $60,000.  Here 
is  one  in  July  for  $80,000. 

Mr.  Anawalt.  When  the  board  of  directors  meets  each  month,  if 
they  have  anything  to  declare  a  dividend  fr<Hn,  they  do  it 

Mr.  Bartlett.  How  many  corporations  or  concerns  do  you  recall 
that  declare  monthly  dividends  of  any  character? 

Mr.  Anawalt.  I  do  not  know  of  any.  I  have  no  knowledge  of  any 
outside  concerns.  I  think  possibly  that  some  of  the  other  Steel  Cor- 
poration companies  do  that.    That  is  mv  understanding. 

Mr.  Bartlett.  Monthly  or  quarterly! 

Mr.  Anawalt.  Possibly  quarterly.  We  have  a  company  ourselves 
that  declares  a  dividend  quarterly. 

Mr.  Bartlett.  A  business  concern  that  declares  monthly  divi- 
dends— its  stock  would  be  very  much  sought  after,  would  it  not,  if 
it  was  obtainable? 

Mr.  Anawalt.  I  suppose  it  would. 

Mr.  Bartlett.  And  those  that  declare  Quarterly  dividends  are  re- 
garded as  a  high  class  of  stock  investment! 

Mr.  Anawalt.  They  ought  to  be. 

Mr.  Bartlett.  The  Standard  Oil  Co.  declares  a  quarterly  dividend 
usually,  do  they  not? 

Mr.  Anawalt.  I  don't  know. 
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Mr.  Bartleit.  A  security,  %  atook,  or  a  bond  that  paid  interest 
quarterly  would  be  considered  a  very  high  class  security,  would  it  nott. 

Mr.  ANAWAiiT.  I  should  iiiink  so. 

Mr.  Babh^ett.  And  one  that  declared  dividends  monthly  would  be 
regarded  as  a  still  higher  ^ade  security  for  inyestment,  would  it  not? 

Mr.  Ai^AWALT.  I  aon^  know  about  liiat. 

Mr.  Bakh^ett.  A  man  who  could  get  his  interest  monthly  would 
not  prefer  that  to  an  investment  wnere  he  got  his  interest  semi- 
annually or  quarterly.  Would  not  yon  as  a  business  man  prefer  to 
ha*re  you  money  invested  in  a  concern  in  which  you  got  monthly 
dividends  than  in  one  where  you  cot  semiannual  dividends? 

Mr.  ANAWAi;r.  As  to  the  significance  of  declaring  these  monthly 
dividends,  as  I  just  said,  we  have  another  company  that  is  doing  a 
smaller  business,  that  declares  dividends  quarterlv.  If  I  was  to  have 
the  stock  I  woxdd  as  soon  have  it  in  one  as  in  tne  other.  It  would 
not  make  any  difference  to  me. 

Mr.  Babtlett.  Probably  it  would  be  a  safer  investment  and  much 
more  desirable  where  the  dividends  are  issued  quarterly  or  monthly. 

Mr.  Anawalt.  The  monthly  dividends  are  omy  issued  as  a  matter 
of  oonveniettce.  The  concern  earns  the  money,  and  you  might  as 
well  declare  the  divid^ids  monthly  as  quarterly. 

Mr.  Babtlett.  A  concern  is  very  fortunate  in  business  that  is  able 
to  declare  quarterly  dividends,  is  it  Mit? 

Mr.  Aj^awaijt.  I  think  so. 

Mr.  Babtlett.  And  much  more  fortunate  when  it  can  dedare 
monthly  dividends? 

Mr.  Anawalt.  We  think  we  are  very  fortunate  in  business. 

Mr.  Babtlett.  I  have  no  doubt  you  are.  None  of  these  dividends 
went  back  into  the  business  and  improvements,  did  they? 

Mr.  Anawalt.  No. 

Mr.  Babtlett.  And  the  stock  has  not  increased  any  since  1902? 

Mr.  Anawalt.  No.    You  mean  the  capital  stock? 

Mr.  Babtlett.  That  is  what  I  mean;  1  did  not  mean  the  merchan- 
dise. The  stockholders,  whoever  they  may  be,  got  their  dividends 
in  money  as  a  dividend  upon  their  investment. 

Mr.  Anawai/t.  Yes,  sir. 

The  Chaibman.  The  committee  will  stand  adjourned  until  Mon- 
day morning  at  10«80  o'clook. 

Thereupon,  at  1.40  o^clock  p.  m.,  the  committee  adjourned  until 
Monday,  Pebruary  12,  1912,  at  10.30  o'clock  a.  m. 

ADVglW'lSBM«WPB    PUBLISHSD   IN   THE   PlTrBBiniOH    GaZSTTE-TIVES,    TJNDBR   DaTB 

THUBfPDAY,  July  15,  19TO. 

Waiited — Male  belp;  40  more  hot-mill  men  for  tin  mllla;  rdHets,  clouMers, 
heaters*  roushers,  catchers,  screw  boys,  and  helpers  to  work  In  open  mflls ;  good 
wages  and  steady  employment  to  men  capable  of  doing  the  work;  fare  paid 
and  no  ftees  charged  for  this  work.  Central  Employment  Bureau,  628  Penn 
Ayenue. 


Tinners,  catchers,  and  helpers — To  work  in  open  shopa;  Syrians,  Poles,  4ind 
Roomanians  preferred;  steady  employment  and  good  wages  to  men  willing  to 
work ;  fare  paid  and .    628  Penn  AYOine. 
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STATEMENT. 

PiTTSBUBOH,  Pa.,  November  tO,  1909. 

American  Sheet  &  Tin  Plate  Co.,  Frick  Building,  city,  to  Coitral  Employment 
Bureau,  62^  Penn  Avenue,  city,  Dr. 

Gasli  paid  for  advertisements  during  the  monttis  of  September,  Octo- 
ber, and  November I242.8T 

( Inclosed  find  itemized  receipts  for  above  amount. ) 

216.  men  furnished  during  September,  October,  and  November,  at  $1 
per  capita , 216.00 

Total 458. 87 

Please  remit  at  your  earliest  convenience  and  oblige. 
Respectfully,  yours, 

Central  Bmplotmbnt  Boesau. 
A.  C.  OiBsoN,  Proprietor. 


STATEMENT. 

PiTTSBUBOH,  Pa.,  September  H,  1909, 

American  Sheet  &  Tin  Plate  Co.,  Frick  Building,  city,  to  Central  Bmployment 
Bureau,  628  Penn  Avenue,  city,  Dr. 

Cash  paid  for  advertisements  duilng  months  of  July  and  August $290 

'(We  will  mail  you  under  separate  cover  itemized  receipts  for  above 
amount.) 

504  men  furnished  during  July  and  August,  at  $1  per  capita 504 

Wages  and  car  fkre  for  Joa  Schmidt,  July  24  and  26 3 


Total . a06 

Please  remit  at  your  earliest  convenience  and  oblige, 
Yours,  respectfully, 

Centbal  Employment  Bubbau. 
A.  C.  Gibson,  Proprieior. 


Personally  appeared  before  me,  a  notary  public,  George  H.  Seldes,  who,  being 
duly  sworn  according  to  law,  deposes  and  says  that  the  following  statonents 
are  true  and  correct  as  he  verily  believes: 

"On  Wednesday  afternoon,  November  2,  1910,  I  visited  S.  Hollander,  who 
says  he  is  a  member  of  the  firm  known  as  the  Central  Employment  Bureau,  at 
the  ofllce  of  the  concern.  No.  628  Penn  Avenue,  Pittsburgh,  Pa.,  and  In  reply  to 
my  question  Mr.  Hollander  said : 

'*  *  The  advertisements  appearing  In  the  Gaasette  Times  during  July  and 
August,  1900,  which  carried  the  name  of  the  Central  Bmploymoit  Bureau, 
were  for  the  American  Sheet  &  Tin  Plate  Co.,  and  we  inserted  them  at  the 
direction  of  that  corporation.  There  was  a  strike  on  at  the  time  and  the  com- 
pany was  greatly  in  need  of  men.  I  do  not  care  to  divulge  the  name  of  the 
man  who  actually  paid  for  the  advertisement,  but  he  represented  the  Ameri- 
can Sheet  &  Tin  Plate  Co.' 

"  Geo.  H.  Seldbb.'* 

Subscrit)ed  and  sworn  to  before  me  this  2d  day  of  November,  1910. 

[SEAL.]  Blmeb  F.  Billetbb. 

Notary  PuhUc 

My  appointment  dated  January  18,  1910.  My  commission  expiree  en4  next 
session  of  senate. 
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Personally  appearM  before  me,  a  notary  public,  George  H.  Seldes,  who,  be- 
ing duly  sworn  according  to  law,  deposes  and  says  that  the  following  state- 
ments are  true  and  correct  as  he  verily  believes: 

"  On  Friday  afternoon,  November  4,  1910,  I  visited  the  Central  Employment 
Bureau,  at  628  Penn  Avenue,  Pittsburgh,  Pa.,  and  saw  there  Mr.  C.  E.  Gibson. 
Mr.  Gibson  declared  that  he  is  a  member  of  the  firm,  and  I  personally  saw  the 
license  authorizing  him  to  conduct  the  bureau,  which  was  made  out  in  his 
name. 

"  I  showed  Mr.  Gibson  a  copy  of  the  following  advertisement,  which  I  per- 
sonally copied  from  the  Pittsburg  Gazette  Times  of  July  14,  1909 : 

"  *  Wanted — 60  tin-house  men,  tinners,  catchers,  and  helpers,  to  worlc  in  open 
shops;  Syrians,  Poles,  and  Roumanians  preferred;  steady  employment  and 
good  wages  to  men  willing  to  work;  fare  paid  and  no  fees  charged  for  this 
work.    Central  Employment  Bureau,  628  Penn  Avenue.' 

"  Mr.  Gibson  freely  admitted  that  this  ad  was  inserted  in  the  Gazette  Times 
by  the  Oentral  Employment  Bureau  at  the  direction  of  the  American  Sheet  ft 
Tin  Plate  Co.  He  declared  that  he  did  not  wish  to  make  affidavit  to  this  for 
fear  of  oftending  the  American  Sheet  &  Tin  Plate  Co.,  but  said  he  would  make 
a  sworn  statement  provided  an  official  of  the  company  would  authorize  him  to 
do  10. 

"  Gbobge  H.  Seldbs.*' 

Sworn  to  and  subscribed  before  me  this  4th  day  of  November,  1910. 

[8KAL.]  BLMEB  F.  BnXSTEB, 

Notary  Public. 

My  appointment  dated  January  18,  1910.  My  conunission  expires  end  next 
session  of  senate. 


XnilON    srPFLT   00.    BOARD   OF   DIBKCTOB8*    MINUTRS    AND    BT00KH0LDEB8*    M1NUTB8 

AS    EXTBAOTEO. 

Articles  of  incorporation  filed  March  24,  1902.  Paragraph  2  thereof  pro- 
vides that — 

"  Said  corporation  is  formed  for  the  purpose  of  dealing  in  all  kinds  of  mer- 
chandise at  retail.'* 

The  capital  stock  was  originally  $1,000  and  was  later  increased  to  $500,000. 

Meeting  of  directors  March  22,  1902. 

PBOPOSITION   TO    UNION    ST7FPLT    00.    (LTD.) 

The  president  submitted  a  proposition,  dated  this  day,  to  be  made  to  the 
Union  Supply  Co.  (Ltd.),  whereby  this  company  offers  to  purchase  all  the 
assets  of  the  Union  Supply  Co.  (Ltd.),  as  they  are  on  March  31,  1902,  for  the 
sum  of  $913,06^.66,  payable  as  follows:  $499,000  in  the  fully  paid-up  capital 
stock  of  this  company  at  par,  and  the  balance  of  $414,066.66,  by  this  company 
assuming  and  agreeing  to  pay  that  amount  of  the  indebtedness  of  the  Union 
Supply  Co.  (Ltd.),  this  company  to  take  over  all  assets,  real  and  personal, 
including  real  estate,  buildings,  merchandise,  fixtures,  supplies,  accounts  and 
bills  receivable,  and  cash  on  hand  of  the  said  Union  Supply  Co.  (Ltd.)»  &»  they 
are  on  March  31, 1902,  and  take  over  all  the  contracts  of  said  company.  Includ- 
ing contracts  of  the  employees. 

Upon  motion  of  W.  W.  Blackburn,  seconded  by  S.  H.  Woddell,  the  president 
was  authorized  and  directed  to  submit  said  offer  to  the  Union  Supply  Co. 
(Ltd.),  and,  in  case  of  its  acceptance,  the  officers  of  this  company  are  author- 
ized and  directed  to  take  all  steps  necessary  to  carry  out  said  proposal. 

Meeting  of  directors,  April  1,  1902. 

Proposal  to  Union  Supply  Ck).  (Ltd.)  accepted  by  said  company. 

Increase  of  capital  stock  to  $500,000  approved. 
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DitHdemd^  declared  by  Oni^n  fitinniy  0o. 


Date  6t  meeting  wlien  declared. 


1.  May  27, 1903. 

2.  Sept.  23, 1903. 

3.  Dec.  28, 11MB. 


4.  liar.  28, 1904. 

5.  June  22, 1904. 

6.  Aug.  24,  1904. 

7.  Oct.  26, 1904. 

8.  Dec.  28,  1004. 


9.  Feb.  22, 1906. 

10.  May  24, 1006.. 

11.  July  26,  1906.. 

12.  Aug.  23,  1905. 

13.  Sept  27, 1906. 

14.  Oct.  28,  1905.. 

15.  Nov.  18,  1906. 


16.  Jan.  22, 1906. 

17.  Feb.  21, 1906. 

18.  Mar.  21, 1906. 

19.  Apr.  18, 1906. 

20.  May  16,  1906. 

21.  June  20, 1906. 


22.  July  18, 1906. 

23.  Aug.  15, 1906. 

24.  Sept.  19, 1906. 
26.  Sept.  27, 1906. 

26.  Nov.  21, 1906. 

27.  Dec.  20,  1906. 


28.  Jan. 9,1907... 

29.  Feb.  20, 1907. 

30.  Mar.  20,  1907. 

31.  May  15, 1907. 

32.  June  19, 1907. 

33.  July  17, 1907. 

34.  Aug.  21, 1907. 
85.  Sept.  18, 1907, 

36.  Nov.  20,  1907. 

37.  Dec.  18,1907. 


aent. 


10 
20 
20 


7 
7 
7 
7 

15 
8 


16 


10 
8 
9 


8 
8 
8 

16 
8 

16 
8 
8 
8 

12 


Amount 
for  divi- 
dends.   I 


S50,000 
100,000 
100,000 

250,000 


10 

<<o,oeo 

10 

50,000 

10 

50,000 

10 

50,000 

10 

50,000 

250,000 

10 

50,000 

15 

75,000 

15 

75,000 

20 

100,000 

7 

35,000 

7 

35,000 

7 

35,000 

405,000 


35,000 
35,000 
35,000 
35,000 
75,000 
40,000 


255,000 


$80,000 
40,000 
40,000 
50,000 
40,000 
45,000 


550,000 


40,000  1 

40,000 

40,000  I 

80,000 

40,000, 

80,000] 

40,000  I 

40,000 

40, 000  I 

60,000; 


Date  <f!  meeting  wlien  dedsred. 


500,000 


45.  Jan.  13, 1900.. 

46.  Feb.  17, 1909. 

47.  Apr.  21, 1909. 

48.  May  19, 1900. 

49.  June  Ifi,  1900. 

50.  July  21, 1909. 

51.  Aug.  18, 1909. 

52.  Sept.  15, 1909. 

53.  Oct.  20, 1909. 

54.  Nov.t7,l9M. 

55.  Doc.  15,  1909. 


56.  Jan.  12, 1910.. 

57.  Feb.  16, 1910. 

58.  Mar.  16, 1910. 

59.  Apr.  20, 1910. 

60.  May  18, 1910. 
Gl.  June  15, 1910. 

62.  July  10. 1910. 

63.  Aug.  17, 1910. 

64.  Sept.  21, 1910. 
66.  Oct.  10, 1910. . 

66.  Nov.  16, 1910. 

67.  Dec.  21, 1910. 


Amount 
Ibrdivi- 


38.  Jan.  15, 1908. 

39.  Feb.  19, 1906 

40.  Apr.  16, 1988 

41.  MmtW,! 

42.  Ji^  K.  1! 
48.  Sept.  16, 1 
44.  Nov.  ti,  li9QB 


68.  Jan.  24, 1911 , 

09.  Mar.  15,1011 

70.  Apr.  19, 1911 • 

71.  May  17, 1911 

72.  June  21,  ion 

73.  July  18, 1911 

74.  Aug.  16, 1911 

75.  Sept.  20,  1911 ; 


8 
8 
(8 
8 
8 
10 
8 


8 


8 
8 
8 
8 
8 
8 


8 
8 
8 
18 
8 
8 
8 
8 
8 
8 
8 
8 


8 
8 
8 
8 
8 
8 
8 
8 


840,000 
•fO,'«0 
40,000 
40,000 
40,000 
80,000 


zao,ooo 


40,080 

tf.no 

«>.'M0 
«l,«0 
40,000 
40,000 
40.000 
40.000 
40.000 
4D.0O0 
40,000 


440,000 


«),-«0 
40.000 
40,000 
80,000 
40,000 
40,000 
40.000 
40.000 
40,000 
40,000 
40.000 
40.000 

«»,000 


m.m 

40.000 
40,000 
40.000 
40.000 
40.000 
40,000 
40.000 

.330.000 


Meeting  of  directors  June  28,  1905. 

Parcbased  store  of  Hecla  Supply  Go.  (Ltd.)  as  tMema: 

No.  1.  Store,  Hecla,  merchandise,  fixtures,  etc $10, 281. 05 

No.  2.  Store,  Trauger,  mercliandlse,   fixtures,  etc 11,799.62 

No.  1.  Store,  building,   Hecla,   Pa 3,00O.0U 

No.  2.  Store,  building,  Trauger,  Pa 3,SK).00 

Total 28,517.^ 
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COMMIHEE  ON  INVESTIGATION  OF  UNITED 
STATES  STEEL  CORPORATION 


HOUSE  OF  REPRESENTATIVES 


MONDAY,  FEBRUARY  12,  1912 


WASHINGTON 
GOVEBNMBNT  PBINTTNG  QmOS 
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UNITED  STATES  STEEL  CORPOEATION. 


COMHITTEE  ON  InVESTTOATION  OF  THE 

United  States  Steel  Corporation, 

House  of  Representativbs, 
Washington^  D.  C.j  Monday^  February  IS,  1912. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  come  to  order.  We  will  first 
hear  Mr.  Oakley. 

STATEMENT  OF  J.  0.  OAKLET. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  Mr.  Oakley,  state  your  residence  and  your  occu- 
pation. 

Mr.  Oaklet.  My  residence  is  Montgomery,  Ala.  My  occupation 
at  the  present  time  is  president  of  the  Alabama  State  Board  oi  Con- 
victs. 

The  Chairman.  How  long  have  you  occupied  that  position? 

Mr.  Oaklet.  About  a  year,  now. 

The  Chairman.  Do  you  know  how  many  State  convicts,  durinff 
your  incumbency  in  office,  have  been  utilized  by  the  Tennessee  Coal 
&  Iron  Co.,  or  any  other  subsidiary  of  the  United  States  Steel  Cor- 
poration ! 

Mr.  Oaklet.  The  numbers  are  not  always  the  same.  There  is  some 
variation.  They  have  had  in  their  employment  an  average  number 
of  about  350 — tnat  is,  of  State  men. 

The  Chairman.  For  this  year  were  there  any  State  convicts  let  out 
to  the  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Oaklet.  No,  sir.  Their  contract  expired  on  the  81st  of  De- 
cember. 

Mr.  Bartlett.  You  do  not  mean  they  have  not  had  any  at  all? 

Mr.  Oaklet.  Not  any  State  men.  They  still  have  some  county 
convicts. 

The  Chairman.  Will  you  please  explain  how  it  occurred  that  the 
Steel  Corporation  failed  to  secure  tnese  convicts  this  last  timet 
Tou  had  tne  letting  of  the  contract,  did  you  not  I 

Mr.  Oaklet.  Yes,  sir. 

The  Chairman.  Explain  that  to  the  committee. 

Mr.  Oaklet.  They  aid  not  take  this  matter  up  until  late  in  Novem- 
ber, and  gave  no  inoication  of  renewing  at  all. 
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The  Chaibman.  November  of  what  year? 

Mr.  Oaklet.  Of  last  year.  Prior  to  their  doing  that  we  had  made 
a  contract  with  the  Pratt  Consolidated  Co.  that  took  the  men  that 
were  at  their  No.  12  mine. 

The  Chaibman.  And  the  State  convicts  that  the  Tennessee  Coal  ft 
Iron  Co.  previously  had  were  turned  over  by  you  to  the  Pratt  Con- 
solidated Co.  ? 

Mr.  Oakley.  Transferred  from  the  No.  12  mine  of  the  Tennessee 
Coal  &  Iron  Co.  to  the  Banner  mine  of  the  Pratt  Consolidated  Co. 

The  Chaibman.  Did  the  Tennessee  CcmJ  &  Iron  Ca,  or  any  sub- 
sidiary of  the  Steel  Corporation,  make  any  protest  to  you  on  account 
of  your  doing  that? 

Mr.  Oakley.  Yes. 

The  Chaibman.  Was  that  in  a  conversation  or  was  it  in  the  shape 
of  correspondence? 

Mr.  Oakley.  It  was  by  letter  from  Mr.  George  Gordon  Crawford, 
the  president  of  the  company. 

Mr.  Steeling.  I  understood  from  a  witness  the  other  dfiy  that  the 
Alabama  law  had  been  changed,  so  that  these  conviets  were  not  let 
out  on  contracts. 

Mr.  Oakley.  There  are  no  State  convicts  that  are  worked  except 
under  absolute  State  supervision,  and  maintained  by  the  State, 
<5lothed  and  fed  and  doctored,  and  everything  else. 

Mr.  Steeling.  Is  that  a  new  provision  of  tixe  law? 

Mr.  Oakley.  No,  sir.  There  is  absolutely  not  any  specific  statute 
covering  it.  It  is  optional  largely  with  the  board  of  convict  in- 
spectors as  to  the  manner  of  maling  their  leases,  and  as  to  who  and 
how 

Mr.  Steeling  (interposing).  I  understood  this  gentleman  to  say, 
further,  that  when  the  present  contracts  expired,  after  that  none  of 
the  State  convicts  would  be  permitted  to  work  out  under  contract 

Mr.  Oakley.  There  has  been  no  such  policy  as  that  indicated  to  us 
there. 

The  Chaibman.  You  say  this  protest  against  your  taking  these 
convicts  from  the  control  and  custody,  or  at  least  from  the  premises 
under  the  control  and  custodj'  of  the  Tennessee  Coal  &  Iron  Co.,  and 
transferring  them  to  the  premises  of  the  Pratt  Consolidated  Co.,  to 
be  used  by  the  Pratt  Co.  instead  of  the  Tennessee  Coal  &  Iron  Co., 
was  made  by  the  president  of  the  Tennessee  Coal  &  Iron  Ck).  ? 

Mr.  Oakley.  Yes,  sir;  and  a  very  vigorous  one  on  the  part  of  Mr. 
Crawford. 

The  Chaibman.  Was  that  in  the  form  of  a  letter? 

Mr.  Oakley.  Yes,  sir. 

The  Chairman.  Have  you  that  letter? 

Mr.  Oakley.  I  have. 

The  Chairman.  Together  with  your  reply  thereto  t 

Mr.  Oakley.  Yes,  sir. 

The  Chairman.  I  will  ask  you  to  file  them  with  the  committee. 

Mr.  Young.  Had  we  not  better  have  them  read  now? 

The  Chairman.  You  may  read  the  correspondence  now,  then. 
Read  Mr.  Crawford's  letter  first,  and  then  if  the  committee  desires 
you  can  read  your  reply.    I  think  his  letter  is  the  material  part 


X7NITHD  STATES  STSSIi  COBPOEilTION.  8111 

Mr.  Oakubt  (reading) : 

BmMiiroBAif ,  Ala.,  l^opemher  ti,  1911. 

Deab  Sib  :  Ad  our  contract  for  the  Mre  of  State  convicts  expires  oh  January 
1, 1912,  t  recently  instructed  our  general  superintendent  of  coal  mines,  Mr.  Ck)xe, 
to  take  up  wltb  you  the  matter  of  a  renewal  of  this  contract,  this  being  about 
the  time  of  year  when  renewals  have  been  taken  up  with  previous  admlnistra- 
tlona  On  yesterday  Mr.  Coxe  advised  me  that  he  had  expressed  to  you  his 
desire  to  enter  negotiations  for  renewal  of  the  contract,  and  that  in  reply 
you  had  Informed  him  that  the  State  convicts  which  we  now  had  under  our 
contract,  expiring  January  1,  would  be  turned  over  to  the  Pratt  Consolidated 
Co.  on  January  1,  and  that  the  State  had  no  other  convicts  who  could  be  hired 
to  this  company.  Mr.  Coxe  tells  me  that  you  informed  him  that  when  you 
made  the  contract  with  the  Pratt  Consolidated  you  had  intended  turning  over 
to  that  company  the  convicts  then  being  hired  at  a  less  price  to  turpentine  and 
lumber  concerns  in  south  Alabama,  but  that  pressure  had  been  brought  to  bear 
upon  you  to  let  the  convicts  who  had  been  hired  in  south  Alabama  remain  with 
the  lumber  and  turpentine  concerns,  and  that  therefore  the  Tennessee  Co.*s 
convicts  would  be  turned  over  to  the  Pratt  Consolidated,  being  the  only  con- 
victs available  to  fill  the  contract  which  you  had  made  with  that  company. 

As  chairman  of  the  State  board  of  convict  inspectors,  I  take  it  to  be  your 
duty  to  place  the  State  convicts  where  they  will  bring  the  State  in  the  largest 
revenue,  assuming  hygienic,  sanitary,  and  working  conditions  to  be  satisfactory. 
I  am  not  at  this  time  in  position  to  compare  the  revenue  which  the  State  wUl 
derive  per  convict  for  the  convicts  hir^  to  the  Pratt  Co.  with  the 'revenue 
which  it  has  derived  under  its  contract  with  the  Tennessee  Coal,  Iron  &  Rail- 
road Co.  Of  course,  the  welfare  of  the  convicts  and  the  revenues  to  the  State 
should  determine  to  whom  the  convicts  should  be  let,  without  any  consideration 
of  the  interests  of  the  coal  companies  affected. 

When  I  became  president  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  I  found 
that  the  company  was  operating  certain  of  its  mines  with  convict  labor.  I  don't 
know  if  the  company  had  not  already  been  committed  to  this  policy,  and  If  I 
had  not  found  the  convicts  at  work  In  our  mines  and  our  mining  operations  to 
quite  an  extent  dependent  upon  them,  that  I  would  have  been  willing  to  have 
been  in  any  way  connected  with  the  working  of  convicts,  and  I  am  quite  frank 
to  say  that,  in  compliance  with  the  wishes  of  the  owners  of  the  Tennessee  Co., 
I  had  intended  to  cease  working  convicts  at  such  time  as  free  labor  could  be 
installed  in  their  place  without  detriment  to  our  operations.  You  will  readily 
understand  that  it  takes  many  months  to  arrange  without  serious  loss  to  sup* 
plant  convict  labor  with  free  labor.  Many  houses  must  be  built,  a  permanent 
mining  town  provided,  and  arrangements  made  to  secure  the  labor,  and  I  had 
expected  to  renew  on  fair  terms  the  contract  with  the  State  for  the  year  1912. 
The  information  that  the  convicts  will  be  taken  away  from  us  in  about  30 
days,  without  any  opportunity  on  our  part  to  bid  for  them,  will  necessarily  en- 
tail serious  loss  upon  this  company,  because  in  that  time  no  adequate  force  of 
free  labor  can  be  gotten  together  to  work  the  mines,  nor  can  the  houses  be  built 
to  take  care  of  them.  I  want  to  say  to  you  frankly  that  I  feel,  both  in  the 
interests  of  the  State  of  Alabama  and  as  a  matter  of  fairness  to  us,  that  we 
should  have  had  an  opportunity  to  have  bid  on  these  convicts,  and  thtit  as  a 
matter  of  fairness  we  should  have  had  longer  notice  that  they  were  going  to  be 
turned  over  to  a  coihpetltor  without  any  opportunity  to  us  to  bid.  The  fact  that 
we  obtained  any  information  that  our  convicts  were  going  to  be  turned  over  to 
the  Pratt  Consolidated  was  apparently  only  due  to  Mr.  Coxe's  suggestion  to  you 
that  he  would  like  to  take  up  the  matter  of  a  contract  for  another  year. 

I  will  arrange  as  speedily  as  I  can  to  prepare  to  work  our  mines  with  free 
labor,  and  it  is  my  idea  that  they  shall  be  worked  entirely  with  such  labor  in 
the  future.  Our  company  has  made  every  effort  in  its  hiring  of  State  convicts 
to  be  fair  and  honorable  in  its  dealings  with  the  State,  humane  and  considerate 
in  its  treatment  ol  the  convicta  We  had  built  at  our  No.  12  mine  a  thoroughly 
modem,  up-to-date  prison,  fully  equal,  if  not  superior,  in  hygienic  and  sanitary 
arrangements,  to  any  place  in  which  the  State  convicts  have  been  kept  any- 
where in  the  State.  The  treatment  of  convicts  by  the  Tennessee  Coal,  Iron,  & 
Railroad  Co.,  during  the  many  years  through  which  it  has  hired  them,  reflects 
credit  upon  the  humanity  and  intelligence  of  those  employees  Gt  the  company 
having  tills*  matter  immediately  in  charge.  In  the  first  conference  I  had  with 
CrOY.  €k>mer  an  the  subject  of  hiring  convicts,  I  told  him  that  I  had  no  desire 
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to  make  money  oat  of  the  convict  labor  as  against  free  labor;  that  the  chief 
Inducement  for  the  hiring  of  convicts  was  the  certainty  of  a  supply  of  coal  for 
onr  manufacturing  operations  In  the  contingency  of  labor  troubles,  and  that 
I  was  willing  to  pay  for  the  convict  labor,  as  nearly  as  it  could  be  approximated, 
what  our  free  labor  cost  per  ton  of  coal.  Our  existing  contract  was  framed  with 
this  idea  in  mind,  and  I  doubt  whether  the  State  has  ever  made  a  more  advan- 
tageous contract 

I  must  say,  in  all  candor,  that  considering  alone  the  interests  of  the  State, 
it  would  appear  to  me  you  should  have  given  us  an  opportunity  to  bid  for  these 
convicts  before  turning  them  over  to  another  hirer.  The  fact  that  the  State's 
long  business  relationship  with  this  company  has  be^i  satisfactory  to  the  State 
ofScials  would  seem  to  have  warranted  this  consideration  as  mere  bnslnesa 
courtesy,  but  beyond  this,  it  would  have  appeared  that  the  best  wa^  in  which 
the  State  could  have  secured  the  highest  price  for  these  convicts  would  have 
been  to  have  given  this  company,  as  well  as  other  hirers,  an  opportunity  to 
have  bid.  We  had  expected  to  have  offered  as  much  as  we  are  now  paying, 
and  I  am  frank  to  say  that  we  would  have  paid  even  more  for  the  convicts  for 
another  year  rather  than  to  have  sustained  the  loss  which  we  must  now  face 
because  of  the  lack  of  opportunity  to  arrange  to  work  these  mines  with  ftee 
labor. 

I  hope  the  action  which  you  have  taken  will  prove  to  have  been  for  the  best 
Interests  of  the  State,  and  that  the  returns  from  your  contract  with  the  Pratt 
Consolidated  will  be  at  least  as  satisfactory  as  the  the  results  would  have  been 
under  a. con  tract  with  this  company.  I  am  sending  a  copy  of  this  letter  to  his 
excellency,  the  governor.  • 

Very  truly,  yours,  Geo.  G^  Cbawfobd,  PreHdenL 

Mr.  J.  G.  Oakley, 

Chairman  of  the  Board  of  Convict  Inspectors, 

Montgomery,  Ala. 

The  Chairman.  Now,  you  may  just  state  the  purport  of  your 
reply,  or  does  the  committee  want  his  reply  read  in  full  ? 
Mr.  Young.  The  reply  is  short,  I  understand. 
The  Chairman.  Bead  your  reply,  then. 
Mr.  Oakley  (reading) : 

NOVEMBBB  27,  1911. 

Mr.  Geo.  W.  Cbawfobd, 

President  Tennessee  Coal,  Iron  d  Railroad  Co., 

Birmingham,  Ala. 

Dbab  Sib  :  When  in  Birmingham  last  Thursday,  I  exp^ined  fully  to  Mr.  Coxe 
why  we  could  not  consider  a  renewal  of  your  contract  for  convicts  at  No.  12 
mines,  and  went  thoroughly 'over  the  details  with  him. 

When  the  contract  was  made  to  take  over  the  operations  at  Banner  mines, 
on  August  8,  1911,  it  was  not  intended  to  any  way  interfere  with  the  organiza- 
tion at  your  place,  as  the  men  to  fill  it  were  expected  to  be  taken  from  several 
south  Alabama  camps,  whose  time  has  since  been  extended.  This  extension, 
however,  was  not  agreed  on  till  October  24.  On  September  12  I  wrote  Mr. 
Coxe  asking  him  to  kindly  inform  me  when  it  would  be  /!onvenient  to  your 
company  to  take  up  the  matter  of  renewal  of  your  lense,  and  he  informed  me 
that  the  same  could  not  be  done  until  the  return  of  some  of  your  officials  who 
were  then  in  the  East.  Nothing  more  was  heard  from  you  until  November  17, 
at  which  time  I  gave  Mr.  Coxe  the  information  of  which  you  now  complain. 

Am  inclosing  some  correspondence  along  the  lines  indicated  above,  which  1b 
■elf -explana  tory . 

Very  truly,  yours,  J.  G.  Oaklet,  President, 

The  Chairman.  Has  the  governor  the  right  in  any  way  to  annul 
or  set  aside  the  contracts  you  make? 

Mr.  Oaklet.  Yes,  sir ;  the  governor  has,  under  the  Alabama  stat- 
utes, the  right  to  cancel  any  contract  at  any  time,  without  njggignJTig 
any  reason  therefor. 

The  Ghaibman.  Do  you  know  whether  any  effort  was  made  to 
induce  the  governor  to  cancel  the  contract  you  made  with  the  Pratt 
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Consolidated  Co.,  to  return  these  convicts  back  to  the  Tennessee  Coal 
A  Iron  Co.! 

Mr.  Oakley.  I  understand  there  was  a  very  strenuous  effort  mad^ 
to  have  him  believe  that  the  contract  we  made  with  the  Pratt  Con- 
solidated Co.  was  not  as  good  a  contract  as  the  existing  contract 
wi^  that  company.  The  governor  at  one  time  seriously  considered 
canceling  the  contract  we  had  made  with  the  Pratt  Consolidated  Co. 

The  Chaibman.  Why  was  the  contract  not  canceled,  and  the  con- 
victs turned  back  to  the  Tennessee  Coal  &  Iron  Co.,  as  they  wanted! 

Mr.  Oakley.  He  finally  decided  not  to  cancel  it. 

Mr.  Reed.  He  took  a  bond,  did  he  not ! 

Mr.  Oaki^by.  Yes;  took  a  bond  from  the  Pratt  Consolidated  Coal 
Co.,  guaranteeing  the  earnings  under  their  contract  would  be  as  great 
as  the  earnings  nad  been  for  the  previous  year  under  the  contract 
with  the  Tennessee  Coal  &  Iron  Co. 

The  Chaikman.  Were  there  anv  other  convicts  available,  after  tins 
Pratt  contract  was  made,  for  the  Tennessee  Coal  &  Iron  Co.,  in 
Alabama — any  State  convicts! 

Mr.  OAKiiEY.  Not  State  men ;  no,  sir. 

The  Chaibman.  So  that  they  got  no  State  convicts  because  there 
were  no  State  convicts  to  ^t  mat  year! 

Mr.  Oakusy.  None,  in  view  of  the  fact  that  they  had  all  been  con- 
tracted for. 

The  Chaibican.  You  still  have  county  convicts  available! 

Mr.  Oakley.  We  do  not  have  the  hiring  of  county  convicts. 

The  Chaibmak.  But  they  were  available  in  the  State! 

Mr.  Oakusy.  Yes,  sir:  tnroughout  the  State. 

The  Chaibman.  Did  they  get  any  number  of  them ! 

Mr.  OAKiiEY.  I  don^  know  whether  they  have  made  any  new 
leases  this  year  or  not.  They  have  leases  with  several  different 
counties  for  their  convicts. 

The  Chaibman.  You  have  given  this  matter  your  personal  atten- 
tion. I  will  ask  you  to  explain  to  the  committee  the  difference  in 
the  conditions,  treatment,  and  control  exercised  over  the  State  con- 
victs and  the  county  convicts. 

Mr.  Oaklely.  Well,  the  State  board  of  inspectors,  to  start  with, 
have  nothing  but  general  supervision  over  county  convicts.  They 
are  leased  by  hired  labor  agents,  probate  judges,  county  commis- 
sioners, and  boards  of  revenue.  Tnere  is  a  difference  in  different 
counties.  They  lease  them  out  to  different  hirers  for  so  much  a 
month  or  so  much  a  day.  Some  counties  work  them  on  roads.  We 
have  nothing  to  do  yith  leasing  them;  we  have  nothing  to  do  with 
the  revenue  that  is  derived  from  them;  nothing  except  a  general 
supervision  over  them.  They  are  worked  largely  on  roaos,  at  turpen- 
tine camps,  sawmills,  and  coal  mines. 

Mr.  Babtlett.  May  I  here  interject  to  refer  to  the  act  under 
which  this  is  done.  I  seem  to  have  the  act  of  1907.  Is  that  the  act 
under  which  the  county  convicts  are  hired! 

Mr.  OABiiEY.  I  am  not  prepared  to  say. 

Mr.  Babtlett.  I  will  read  section  2  of  that  act,  under  the  heading 
of  "Control  of  county  commissioners"  : 

Hard  labor  for  the  county  shall  be  under  the  sopemtendence  and  control 
of  the  court  of  connty  commissioners  or  board  of  revenne,  who  shall  determine 
In  what  manner  and  on  what  particular  works  the  labor  shall  be  performed* 
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aad  mfl  e«iivfeli  wmtrntaH  to  Hud  iiibbr  for  tto  emuif  ehall  be  unOttr  tte  ttne> 
tion  and  control  of  the  court  of  county  commiasionerB  or  board  of  wtswrnm 
wlien  worked  or  hired  In  the  county  where  convicted,  but  therwlae  they  ave  to 
be  nnder  the  enperlntendence  and  control  of  the  board  of  hiiQ>ectorB  of  oohyletL 

Mr.  pAKiMT.  YeS)  sir;  that  is  just  what  I  have  stated.  We  have 
superWsicm  over  them,  but  Bot  the  hiring  of  them. 

Mr.  Babtlbtt.  You  have  nothing  to  do  with  the  hiring  ol  them 
out! 

Mr.  Oakiat.  No,  sir. 

Mr.  Babtlbtt.  And  nothing  to  do  widi  the  revenue  derived  from 
themf 

Mr.  Oakiay.  No,  sir. 

Mr.  Bartlett.  Except  to  see  iheV  are  cared  for  in  accordance 
with  the  requirements  of  the  law  and  property  treated! 

Mr.  Oaklet.  They  are  under  our  supervision. 

The  Chaibkan.  Have  you  anything  to  do  with  the  transportation 
of  theovit 

Mr.  OAKiiBT.  Not  county  men. 

The  Chaibmak.  Have  you  anything  to  do  with  the  feeding  of 
them! 

Mr.  OAKiiEY.  No,  sir. 

The  Chairman.  If  they  are  disciplined,  are  they  disciplined  by 
persons  in  the  pay  of  the  State  or  in  the  pay  of  the  persons  for 
whom  they  are  workinc? 

Mr.  Oakley.  That  depends  as  to  the^  manner  in  which  they  are 
hired.  When  they  are  leased  out  to  private  hirers  they  frequently 
hire  their  own  wardens  and  own  guards. 

The  Chairman.  They  are  subject  to  the  State  and  paid  by  the 
company  securing  them? 

Mr.  Oakley.  Yes,  sir.  They  are  subject  at  all  times,  however,  to 
the  supervision  of  the  State  board  of  convicts. 

Mr.  Bartlett.  That  is  made  so  by  statute — by  your  State  law? 

Mr.  Oakley.  Yes,  sir. 

The  Chairman.  For  what  offenses  are  these  county  convicts  in- 
carcerated ?  What  is  the  difference  between  the  offenses  that  makes 
a  man  a  State  convict  or  a  county  convict? 

Mr.  Oakley.  If  a  man  is  convicted  for  a  misdemeanor,  he  is  sen- 
tenced to  hard  labor  in  the  county.  If  it  is  a  felony,  he  goes  to  the 
State. 

Mr.  Bartlett.  You  do  not  mean  he  is  sentenced,  but  that  he  may 
be  sentenced? 

Mr.  Oakley.  All  misdemeanors  are. 

Mr.  Bartlett.  They  may  be  sentenced  to  hard  labor. 

Mr.  Oakley.  Yes,  sir.  I  say  those  who  become  hard-labor  con- 
victs are  for  misdemeanors. 

The  Chairman.  You  mean  those  who  have  been  sentenced  for 
misdemeanors  go  to  the  mines? 

Mr.  Oakley.  Yes,  sir. 

Mr.  Bartlett.  I  do  not  think  that  is  accurate.  They  are  sen- 
tenced to  pay  a  fine  or  to  hard  labor,  or,  on  failure  to  pay  a  fine, 
thev  then  become  subject  to  punishment  by  imprisonment.  "  That  is 
rieht? 

Mr.  Oaklby.  But  they  are  prisoners  who  have  been  convicted  of 
misdemeanors. 
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The  Chairman.  The  only  thing  I  was  trjring  to  get  at  was  that 
upon  conviction  for  a  misdemeancHr  a  man  is  sentenced  either  to 
imprisonment  or  fine,  and  in  the  event  he  can  not  pay 

Mr.  Babtlett.  Or  does  not  pay. 

The  Chairman.  In  the  event  he  can  not  pay  or  he  does  not  pay — 
I  dont*  care  whether  he  can  and  does  not  or  whether  he  can  not — 
upon  the  failure  to  pay  the  fine  and  his  having  been  sentenced  he 
works  out  the  fine  and  costs,  or  he  works  out  tl^  sentence  and  accrued 
costs  in  the  mine;  is  that  correct? 

Mr.  OAKiiET.  Yes,  sir;  that  is  true. 

Mr.  Bartlbtt.  You  do  not  mean  that  exactly.  You  mean  that 
when  he  is  sentenced  to  pay  a  fine  or  be  imprisoned  or  to  pay  a  fine 
and  be  imprisoned,  for  whatever  the  imprisonment  is  they  are  hired 
out  for  that  term — those  to  whom  they  are  hired  paying  to  the 
county  authorities  the  amounts  they  agree  on,  and  tnat  sum  goes, 
under  your  law,  to  pay  the  fine;  is  that  right? 

Mr.  OAKi*By.  That  is  exactly  what  I  understood  the  chairman  to 
say.  It  is  optional  with  him.  "  He  can  pay  his  fine,  or  some  one  can 
confess  judgment  with  him,  and  have  six  months  within  which  to 
do  it.  But  if  he  does  not  pay  his  fine  and  no  one  confesses  judg- 
ment with  him,  then  he  works  it.  He  then  becomes  a  county  con- 
vict, subject  to  hard  labor,  and  will  go  on  whatever  contract  the 
county  has,  be  it  to  a  mine,  a  sawmill,  or  a  farm,  whatever  it  might 
be.     In  §ome  instances  they  go  on  county  roads. 

The  Chairman.  I  believe  you  have  various  statutes  against  base- 
ball, golf,  playing  dominoes,  racing  horses,  and  playing  cards  on 
Sunday,  and  thinc^s  of  tliat  sort  i 

Mr.  Oakley.  There  are  such  statutes  in  Alabama. 

The  Chairman.  Punishable  by  fine  or  imprisonment  ? 

Mr.  Bartlett.  That  is  not  peculiar  to  Alabama. 

The  Chairman.  I  understand.  You  have  various  liquor  laws  in 
Alabama,  like  we  have  in  most  States.  I  am  not  reflecting  on 
Alabama. 

Mr.  Oakley.  I  don't  remember  of  any  fines  for  anything  of  that 
sort — for  playing  golf  on  Sunday,  etc. 

The  Chairman.  Do  you  know  what  these  people  were  convicted 
for?    Did  you  ever  investigate  that! 

Mr.  Oakley.  Oh,  yes;  I  can  give  you  the  absolute  statistics. 

The  Chairman.  About  the  misdemeanor  fellows? 

Mr.  Oakley.  Yes,  sir. 

Mr.  Bartlbtt.  Are  you  referring  to  those  employed  by  the  Steel 
Corporation  now,  Mr.  Chairman? 

Tne  Chairman.  Yes. 

Mr.  Oakley.  I  can  give  you  here,  by  counties,  the  number  of  both 
county  prisoners  and  State  convicts  and  the  offenses  for  which  they 
were  convicted. 

Mr.  Bartlett.  Employed  by  the  steel  company  ? 

Mr.  Oakley.  Not  all  of  them. 

The  Chairman.  State  generally  what  the  offenses  are.  I  do  not 
care  about  going  into  all  the  details. 

Mr.  YouNO.  fi  there  not  a  recapitulation  for  the  whole  State  there 
flomewhere? 

Mr*  Oaxubt.  Ye^  sir. 

The  CHAiBMAir.  I  just  wanted  to  get  a  general  i( 
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Mr.  Oaslby.  Assault  to  murder,  38.  This  is  a  copy  of  the  quad- 
rennial report  of  the  board  of  inspectors  of  convicts  to  the  governor 
for  the  four  years  from  September  1, 1906,  to  August  31, 1910. 
Mr.  Young.  That  is  a  felony  in  that  State,  is  it  not? 
Mr.  Oakusy.  County  convicts  on  hand  by  crimes,  assault  to  mur- 
der, 83.  They  had  less  than  two  years'  sentence,  and  they  all  go  as 
county  convicts,  therefore. 

Mr.  Babtlett.  Ass^lt  to  murder  is  punishable  by  from  one  to  so 
many  years,  and  it  happened  to  be  two  years  in  these  cases,  and  they 
were,  therefore,  sent  to  the  county.  The  county  probably  gets  them 
where  the  sentence  does  not  exceed  two  years.    I  don't  know. 

Mr.  Young.  Can  you  tell  briefly,  Mr.  OaMey.  what  the  distinction 
in  Alabama  is  between  a  misdemeanor  and  a  xelony;  what  the  line 
of  demarcation  is? 

Mr.  Oakley.  No,  sir;  I  am  not  lawyer  enough  to  do  that. 

The  Chairman.  Go  ahead  with  your  list. 

Mr.  Oaklet.  Assault  with  weapon,  36;  adultery,  6;  abusive  lan- 
guage, 17 :  assault  and  battery,  28 ;  assault,  9 ;  burglary,  72 ;  burglary 
and  grand  larceny,  83. 

The  Chaibman.  These  are  county  convicts? 

Mr.  Oakley.  Yes,  sir.  Bigamy,  5;  carrying  concealed  weapons, 
48;  false  pretenses,  6;  forgery,  second  degree,  8;  grand  larceny,  154; 
gaming,  13 ;  larceny,  19 ;  manslaughter,  second  degree,  12 ;  petit 
Luroeny,  79 ;  public  drunkenness,  3 ;  riding  trains,  33. 

The  Chaibman.  Biding  trains? 

Mr.  Oakley.  Yes,  sirj  unlawful  riding.  ^ 

The  Chaibman.  Stealme  a  ride  on  a  &ain  9 

Mr.  Oaklet.  Yes,  sir;  that  is  an  offense  in  Alabama. 

Bobbery,  1;  selling  mortgaged  property,  9;  violating  prohibition 
law,  56. 

The  Chaibman.  What  is  violating  the  prohibition  law  t 

Mr.  Oakley.  Selling  whisky  contrary  to  law. 

The  Chaibman.  Does  that  include  taking  a  drink  on  a  moving 
train  f 

Mr.  Oakley.  They  are  charged  with  selling  whisky  there ;  unlaw- 
ful selling. 

Violating  contract,  31;  violating  Sunday  law,  3;  vagrancy,  10. 

The  Chaibman.  What  is  violation  of  the  Sunday  law  ? 

Mr.  Oakley.  I  would  have  to  get  you  the  State  laws  of  Alabama. 

The  Chaibman.  Is  not  that  the  law  I  am  talking  about  ?  Do  you 
know  whother*those  were  men  sent  up  for  playing  games  on  Sunday! 

Mr.  Oakley.  That  is  possible;  playing  cards  on  ounday  is  a  viola- 
tion of  law. 

The  Chairman.  They  might  have  been  playing  cards — splaying 
golf,  for  all  you  know  ? 

Mr.  Oakley.  Certainly. 

The  Chairman.  Go  ahead. 

Mr.  Oakley.  That  is  a  total  of  724.    But  I  said  I  had  never  heard 

of  it. 
The  Chairman.  I  know.    I  do  not  mean  to  say  they  were.    I  was 

just  speaking  of  misdemeanors  generally. 

Mr.  Young.  The  bulk  of  these  men  seem  to  be  up  for  sufficiently 
serious  offenses,  such  as  manslaughter,  assault  to  commit  murder,  and 
burglary.    In  most  States  they  would  be  regarded  as  felonies,  I  take  it. 

Mr.  Oakley.  And  such  used  to  be  the  case  in  Alabama. 
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The  Chairhak.  As  has  been  said,  "  Grievously  have  they  sinned, 
and  grievously  have  they  answered." 

Mr.  Sterukq.  Is  burglary  a  misdemeanor  in  Alabama  ? 

Mr.  Oaklet.  As  I  stated  before^  it  matters  not  what  a  man  is 
charged  with  in  Alabama,  if  he  is  given  less  than  two  years'  sentence 
he  becomes  a  county  convict. 

Mr.  Sterling.  It  depends  upon  the  punishment  entirely? 

Mr.  Oakley.  Yes,  sir. 

Mr.  Young.  That  was  the  question  I  was  asking  you  before. 

Mr.  Sterling.  As  I  understand  it,  the  Tennessee  Coal  &  Iron  Co. 
have  no  State  convicts  now } 

Mr.  Oakley.  No,  sir;  they  have  not  had  since  the  1st  day  of 
January. 

Mr.  Keed.  I  have  a  telegram  here  from  the  president  of  the  Tennes- 
see Coal  &  Iron  Co.  It  is  not  very  long,  and  it  gives  a  few  facts  from 
his  standpoint.  Perhai)S  you  would  like  to  have  me  read  it,  and  then 
have  Mr.  Oakley  explain  it,  if  you  want  to  get  the  complete  history 
of  this  thing. 

The  Chairman.  I  have  no  objection.  I  would  not  make  a  prece- 
dent of  this  for  reading  telegrams,  but  in  this  case  it  might  be  all 
right. 

Mr.  Reed.  Mr.  Crawford  telegraphs: 

We  originally  Intended  bidding  for  State  convicts  for  another  year,  during 
which  we  would  prepare  for  free  labor.  Upon  advice  thdt  Mr.  Oakley  was  to 
turn  our  convicts  over  to  Pratt  Co.,  I  said  we  would  retire  from  convict  busi- 
ness and  would  work  no  more  convicts  except  county  convicts  already  hired. 
We  therefore  made  no  efforts  to  obtain  State  convicts,  and  clearly  informed 
governor  that  we  would  only  take  them  temporarily  In  event  he  desired  to 
cancel  Pratt  contract  and  desired  us  to  assist  him  while  he  was  making  another 
arrangement.  If  we  desired  to  remain  in  convict  business  we  could  procure 
Bufficient  county  convicts.  The  last  bid  which  we  made  for  county  convicts 
was  in  February,  1911,  about  a  year  ago.  Since  that  time  we  have  been  re- 
Qnested  to  bid  on  county  convicts  by  nine  counties,  and  we  have  uniformly 
replied  to  these  requests  that  we  did  not  care  to  bid.  All  county  contracts 
with  us  expire  at  the  end  of  1912.  There  will  be  working  for  us  at  that 
time  some  county  convicts  whose  sentences  have  not  expired  and  some  county 
convicts  who  may  be  sentenced  during  the  remainder  of  this  year  and  which 
we  are  under  legal  obligation  to  take.  It  is  our  intention  to  make  every  effort 
with  the  counties  to  place  elsewhere  any  convicts  which  we  may  be  under 
obligation  to  keep  at  the  expiration  of  the  year  1912.  The  Tennessee  Ck). 
operates  21  coal  mines  in  Alabama.  CJonvicts  worked  in  only  two  of  these  in 
1911  and  in  only  one  in  1912. 

And  he  writes  to  me  in  another  letter  that  on  February  1  of  this 
year  there  were  exactly  180  county  convicts  and  no  State  convicts  in 

their  employ. 

I  thought  perhaps  Mr.  Oakley  could  correct  any  of  those  state- 
ments if  they  were  wrong.  ,    j    i     a 

Mr.  Oakley.  That  is  about  right  as  to  numbers.  They  had  about 
200  the  last  information  I  had,  and  they  are  not  taking  any  new 
leases.    They  are  gradually  going  out,  and  the  number  is  decreasing 

The  OaAiRMAN.  If  none  of  the  committee  care  to  ask  you  anything 
further,  you  are  excused.  ^  .    ^  xu 

Mr.  Babtlett.  I  just  want  to  ask  this  question :  This  part  of  the 
law  requires  a  separation  of  felony  and  misdemeanor  convicts.    Is 

it  carried  out9 
Mr.  Oakley.  How  was  that  ? 
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Mr.  Babtlbit.  The  law  tiiat  requires  conTicts  convicted  for  mis- 
demeanors not  involving  moral  turpitude  shaU  not  be  Wot4:ed  with 
felony  convicts  is  carried  out,  is  it  nott  You  do  not  work  them 
together? 

Mr.  Oakley.  No,  sir;  that  law  requires  that  they  dhall  not  be 
worked  together. 
Mr.  Bartlbtt.  I  sa^r,  you  comfdy  with  flie  law  ? 
Mr.  Oakley.  Yes,  sir. 

STAIEMEVT  OF  P.  J.  ITAHBIS. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  Where  do  you  live,  Mr.  McArdle? 

Mr.  McArdle.  Pittsburgh. 

The  Chairhan.  Are  you  connected  in  any  way  with  steel  workers 
in  Pennsylvania? 

Mr.  McArdle.  I  was  national  president  of  the  American  Associa- 
tion of  Iron,  Steel,  and  Tin  Workers  of  North  America  for  five 
years,  up  until  the  first  of  September,  1911. 

The  Chairman.  I  believe  you  had  a  statement  that  you  prepared 
on  one  occasion  covering  conditions  in  the  iron  and  steel  business 
that  you  showed  me.  I  will  ask  you  to  read  that  to  the  committee. 
It  will  save  the  trouble  of  a.  long  examination.  Have  you  that  state- 
ment with  you  ? 

Mr.  McArdle.  The  statement  I  read  to  you  was  a  statement  I  pre- 

Eared  at  the  request  of  representatives  of  the  Government,  the 
department  of  Commerce  and  Labor. 

Mr.  Bartlett.  The  Bureau  of  Labor? 

Mr.  McArdi/E.  The  Bureau  of  Labor  of  the  Department  of  Com- 
merce and  Labor. 

The  Chairman.  That  statement  covers  the  matter  we  are  inter- 
ested in  and  I  will  ask  you  to  read  it. 

Mr.  McArdle.  I  will  say  that  deals  with  facts  relating  to  a  strike 
in  the  sheet  and  tin  industry  of  the  plant  of  the  American  Sheet  & 
Tin  Plate  Co. 

The  Chairman.  That  is  about  the  time  of  this  advertisement  we 
were  talking  about  on  Saturday? 

Mr.  McArdle.  Yes,  sir. 

Mr.  Young.  Is  this  statement  based  on  your  personal  knowledge, 
or  a  general  statement  gathered  from  investigations  and  statements 
of  others? 

Mr.  McArdle.  This  statement  is  based  chiefly  upon  my  personal 
knowledge. 

Mr.  Gardner.  Is  that  the  advance  sheets  of  the  report  of  Com- 
missioner Neill  that  you  have  there? 

Mr.  McArdle.  No,  sir;  this  is  a  copy  taken  froni  reports  submitted 
by  me  to  the  organization. 

Mr.  Gardner.  Is  that  in  the  advance  sheets  of  Mr.  NeiU's  report! 

Mr.  McArdle.  I  can  not  say.  I  have  never  seen  any  copy  of  the 
report  that  they  made  on  the  subject. 

Mr.  Gardner.  It  has  not  been  printed,  but  the  advance  sheets  are 
out.    Have  you  got  that,  Mr.  Chairman? 

The  Chairman.  I  have  those  advance  sheets. 

Mr.  Reed.  I  have  a  copy  here. 
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T^ie  Chaishak.  I  have  not  had  an  opportunity  to  read  them  care- 
fully. I  want  to  put  Buoh  of  it  as  is  TCievant  in  this  hearing,  hut  I 
liave  not  had  the  opportunity  yet  to  e:9;aBune  it. 

1^.  McAxDU^,  Do  you  want  me  to  prooeedt 

The  Chairman.  Yfis.  I  think  it  will  save  time  to  have  you  read 
that  statement 

Mr.  BisAix,  You  are  willing  to  adopt  that  now  as  your  statement 
before  the  committee,  under  oath! 

Mr.  McAw>i«T^  Tes,  sir  [reading] : 

Every  year  prior  to  July  1,  1909,  since  the  formation  of  tlie  American  Sheet 
&  Tin  Plate  Co.,  the  Amalgamated  Association  of  Iron,  Steel,  and  Tin  Workers 
hafl  entered  into  a  yearly  wage  scale  a^een>enl  with  that  company  for  the 
men  employed  in  the  '*  hot  mill  department  '*  of  a  number  of  their  plants.  This 
wage-scale  agreement  applied  to  the  following  positions  In  sheet  and  tin  mills: 

Sheet  miUs:  Roller,  heater,  rougher,  catcher*  douhler,  matcher,  pair  heater, 
sheerman. 

Tin  mills :  Roller,  doubler,  heater,  catcher,  scvew  hoy,  shearman. 

Certain  of  the  men  employed  at  the  poaiti<«8  enumerated  hired  **  helpers " 
and  paid  them  out  of  the  rate  provided  for  their  own  positions  in  the  wage 
scale. 

In  June,  1908.  such  a  wage-scale  agreem«it  was  entered  into  between  the 
A.  A.  of  I.  S.  &  T.  W.  and  the  American  Sheet  &  Tin  Plate  Go.  for  the  following 
works  of  that  company: 

Tin  mills:  American  Works,  Elwood,  Ind.;  Morewood  Works,  Gas  City,  Ind.; 
Anderson  Works,  Anderson,  Ind.;  Laughlin  Works,  Martins  Ferry,  Ohio;  La 
Belle  Works,  Wheeling,  W.  Va. ;  Falcon  Works,  Niles,  Ohio ;  New  Castle  Works, 
New  Castle.  Pa.;  Shenango  Works,  New  Castle,  Pa.;  Sharon  Works,  South 
Sharon,  Pa. ;  and  Humbert  Works,  Connellsville,  Pa. 

Sheet  mills:  Aetna-Standard  Works,  Bridgeport,  Ohio;  Piqua  Works,  Piqna, 
Ohio;  Guernsey  Works,  Cambridge,  Ohio;  Midland  Works,  Munde,  Ind.;  and 
Stmthers  Works,  Struthers,  Ohio. 

This  wage  scale  expired  with  June  80,  190^,  being  for  a  period  of  one  year. 
On  June  1, 1909,  the  American  Sheet  &  Tin  Plate  Co.  posted  notices  in  the  hot- 
mill  departments  of  all  the  above-mentioned  mills  that  were  then  in  operation, 
stating  in  effect  that  after  the  expiration  of  the  wage-scale  agreement  the 
mills  would  be  run  as  " open  "  mills;  as  a  part  of  this  notice  a  schedule  of  ton- 
nage rates  was  also  posted  as  the  wage  scale  that  would  be  effective  after  July 
1  until  further  notice.  In  the  tin  mills  these  new  rates  were  substantially  3} 
per  cent  less  than  rates  then  in  effect. 

On  the  sheet  mills  the  rates  of  the  roller,  heater,  and  shear  men  were  re- 
duced about  2.45  per  cent,  the  others  remaining^  as  before.  In  addition  to  this 
reduction  from  the  minimum  tonnage  rates  of  the  then  existing  wage  scale, 
the  **  sliding-scale  *'  feature  of  the  agreement  was  left  out.  Tills  feature  pro- 
vided for  advances  above  the  minimum  wage  rate  when  the  material  made  sold 
at  certain  prices  for  a  given  period. 

In  the  agreement  between  the  A.  A.  of  I.  S.  &  T.  W.  and  the  A.  S.  ft  T.  P.  Co. 
both  the  wage  scale  for  the  sheet  mills  and  that  for  the  tin  mills  contained 
what  was  known  as  "  footnotes  "  to  the  number  of  25  or  thereabout,  each  deal- 
ing either  directly  or  indirectly  with  the  wage  scale  or  the  conditions  of  em- 
ployment In  the  notice  dealing  with  the  wage  rate  none  of  these  appeared 
except  one,  and  that  in  a  modified  form. 

On  June  1,  I,  as  president  of  the  Amalgamated  Association  of  Iron,  Steel, 
and  Tin  Workers,  addressed  a  letter  to  Mr.  S.  A.  Davis,  vice  president  of  the 
American  Sheet  &  Tin  PlHte  Co.,  asking  that  a  date  be  set  for  the  usual  annual 
wage  conference.    To  this  letter  I  received  no  reply. 

About  June  17,  1909,  I  addressed  a  letter  to  Mr.  B.  W.  Pargny,  president  of 
the  American  Sheet  &  Tin  Plate  Co.,  calling  his  attention  to  the  subject  matter 
of  niy  letter  to  Mr.  Davis,  and  to  the  fact  that  I  had  received  no  answer,  asking 
blm  at  the  same  time  If  it  would  be  possible  to  arrange  for  such  conference.  A 
few  days  later  I  received  a  reply  from  Mr.  Pargny  to  the  effect  that  as  the 
notices  posted  in  their  plants  indicated  the  intentions  of  the  company  after 
Jaly  1.  they  did  not  care  to  arrange  for  a  conference. 

I  then  endeavored  to  bring  about  a  conference  by  having  the  officers  of  the 
National  Civic  Federation  use  their  good  offices  to  that  end.  I  wrote  a  letter 
to  Mr.  Seth  Low*  chairman,  and  Mr.  John  Mitchell,  chairman  of  the  tradea- 
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agreement  department  of  that  organization,  requesting  tiiat  they  solicit  Mr. 
Gary,  of  Ihe  United  States  Steel  Ck)rporation,  to  grant  ns  a  conference. 

I  was  later  advised  that  Mr.  Low  had  taken  the  matter  up  with  Mr.  Gary, 
and  had  been  told  by  that  gentleman  that  the  matter  was  In  the  hands  of  the 
officers  of  the  American  Sheet  ft  Tin  Plate  Go^  and  that  he  (Mr.  Gary)  did  not 
care  to  interfere. 

In  the  meantime  the  amalgamated  association  held  a  meeting  of  d^egatea 
from  Its  subordinate  lodges,  the  members  of  which  were  employed  in  either 
sheet  or  tin  mills,  whether  employees  of  the  American  Sheet  &  Tin  Plate  Go. 
or  other  companies.  At  this  meeting  it  was  decided  that  the  m^nbers  woald 
not  resume  work  in  the  mills  of  the  American  Sheet  ft  Tin  Plate  Co.  on  July  1 
if  a  conference  was  not  held  and  a  settlement  reached  before  that  time. 

As  no  such  conference  was  held  or  settlement  made,  the  decision  of  the  meet- 
ing referred  to  was  carried  out,  with  tiie  result  that  practically  all  the  men  in 
the  hot-mill  department  of  the  plants  before  enumerated  refused  to  return  to 
work  on  July  1,  with  the  exception  of  those  employed  at  tiie  sheet  mill  known 
as  the  Guernsey  Works,  Cambridge,  Ohio. 

At  this  plant  only  about  four  men  responded  to  the  strike  order.  This  is 
only  to  be  explained  by  the  £act  that  prior  to  Aprils  1009,  this  plant  liad  t>een 
idle  since  July,  1908,  and  the  men  were  In  financial  straits  to  such  an  extent 
that  they  felt  unable  to  stand  any  further  Idleness,  coupled  with  the  facts  that 
through  the  enlargement  of  the  capacity  of  the  plant  while  it  was  Idle  a 
number  of  them  were  given  more  remunerative  jobs  than  they  had  before  brid, 
and  that  the  local  business  men  threatened  to  deny  them  credit  If  they  refused 
to  work.  These  are  the  reasons  advanced  by  the  men  to  represoitatives  of  the 
amnlgamnted  assooiation  in  conversation  with  them. 

The  plants  at  Niles,  Ohio,  ConnellRville,  Pa.,  Struthers,  Ohio,  Muncle,  Ind., 
Anderson,  Ind.,  and  Gas  City,  Ind.,  have  been  idle  for  many  months  and  in 
most  cases  for  two  or  more  years  prior  to  the  present  strike.  The  result  was 
that  few  or  no  men  were  left  in  the  locality  of  those  plants  at  the  time  the 
strike  be^an.  In  all,  approximately  4,300  men  left  the  hot-mill  department  of 
those  plants  affected  herein  named  on  July  1,  1909.  The  overwhelming  ma- 
jority of  these  men  were  English-speaking  people,  and  a  large  majority  of 
them  were  American-born  citizens.  With  rare  exceptions  those  that  were  for- 
eign bom  were  citizens  of  the  United  States  for  many  years.  Continental 
European  people  had  found  employment  in  the  hot-mill  department  of  the 
plants  aflTected  only  in  a  very  limited  degree. 

Shortly  after  July  1  the  American  Sheet  &  Tin  Plate  Co.  undertook  to  operate 
a  number  of  their  plants  with  other  than  their  former  employees,  or  what  is 
commonly  known  as  strike  breakers. 

While  the  company  seemed  to  be  making  efforts  to  secure  men  for  this  pur- 
pose wherever  they  might  be  found  and  in  such  numbers  as  could  be  secured, 
Plttsbiirph  was  mjide  the  chief  recruiting  center  and  rendezvoua  The  greatest 
number  of  those  who  had  practical  experience  as  sheet  or  tin  workers  that 
accepted  employment  with  the  company  were  secured  from  the  nonunion  inde- 
pendent mills  and  were  induced  to  accept  the  employment  by  the  payment  by 
the  company  of  a  fixed  day  rate  for  each  job  regardless  of  output,  wtUch  rate 
frequently  exceeded  the  amonnt  possible  to  be  earned  in  a  mill  paying  the 
union  scale.  This  arrangement  continued  in  most  of  the  plants  until  late  la 
the  fall  of  1909. 

Another  inducement  offered  by  the  company  to  the  strike  breakers  in  many 
instances  was  jobs  the  regular  pay  of  which  was  higher  than  the  ones  they 
then  held  and  which  their  lack  of  necessary  skill  made  It  difficult  for  Uiem  to 
secure. 

In  addition  to  the  class  of  men  just  mentioned,  the  company  hired  a  horde  of 
inexperionce<l  foreigners.  Including  Syrians,  Poles,  Hungarians,  and  Italians, 
who  h;id  no  shoot  or  tin  mill  experience.  These  men  were  mostly  recruited  in 
and  about  ritts])nrp:h  by  employment  agencies  and  special  agents  of  the  com- 
pany. In  addition  to  these,  the  company  'introduced  into  these  mills  for  the 
first  time  nej?ro' workmen,  most  of  whom  had  had  no  previous  experience  and 
most  of  whom  were  secured  In  Pittsburgh.  About  00  of  these  negro  workmen 
were  employed  In  the  company's  plant  at  South  Sharon  at  one  time,  and  many 
of  them  are  there  yet. 

In  the  annual  wa^e  conference  held  with  the  American  Sheet  ft  Tin  Plat€ 
Co.  no  intimntion  was  given  that  they  would  not  meet  the  amalgamated  asso- 
ciation in  conference  after  tliat  year.    At  that  conference^  however,  the  com- 
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pany's  representativeft  wanted  to  exclude  from  the  agreement  tlie  plants  at 
Anderson,  Ind.,  Gas  City,  Ind.,  Ck)nnellsvi]le,  Pa.,  and  Niles  Ohio.  The  reason 
advanced  was  that  the  plants  were  inoperative  and  that  they  did  not  want  to 
put  themselves  in  the  position  of  making  agreements  *  for  plants  that  might 
never  be  operated. 

The  amalgamated  association  representatives  refused  to  take  that  view  of  It 
and  insisted  that  those  plants  be  included  in  any  agreement  that  was  made, 
which  was  done.  One  reason  for  strict  adherence  to  that  policy  was  that  it 
was  evident  to  us  that  any  of  these  plants  might  be  excluded  from  the  terms 
of  the  agreement,  might  easily  be  put  in  operation  as  a  nonunion  plant,  thus 
increasing  the  percentage  of  nonunion  plants  of  the  company,  reducing  the 
amount  of  work  to  be  done  in  the  union  plants,  and  ultimately,  by  a  slow  but 
sure  process,  exterminate  the  organization  in  the  plants  of  that  company. 

This  conclusion  had  been  forced  on  us  by  past  experiences.  It  is  a  well- 
established  fact  that  for  a  number  of  years  the  American  Sheet  &  Tin  Plate 
Ck>.  has  had  a  production  capacity  much  in  excess  of  its  business  needs  in  both 
the  sheet  mills  and  tin-plate  departments.  The  inevitable  result  of  this  has 
been  that  even  in  prosperous  times  some  of  their  plants  have  sufTered  an 
enforced  Idleness  for  want  of  business.  Under  such  circumstances  we  have 
had  the  experience  of  men,  after  long  periods  of  idleness,  "  petitioning "  the 
company  to  operate  the  plants  in  which  they  were  employed  as  a  nonunion 
plant,  and  consequently  at  a  reduced  wage  rate,  upon  the  theory  that  they 
could  thereby  secure  steady  work.  This  was  the  case  at  Canton,  Ohio,  Dres- 
den, Ohio,  and  New  Kensington,  Pa.  It  may  be  stated  here  that  we  have 
always  been  convinced  that  these  "voluntary  petitions"  originated  in  the 
offices  of  the  company.  They  have  usually  been  vigorously  advocated  by  local 
business  men,  who  were  anxious  to  have  the  plant  resume  operations  regardless 
of  the  sacrifice  necessary  to  be  made  by  the  men. 

At  the  conference  of  1908,  at  which  that  proposition  of  exclusion  of  the 
plants  was  made,  a  settlement  was  reached  after  the  amalgamated  association 
had  agreed  to  accept  a  wage  reduction  amounting  to  approximately  0  per  cent 
in  the  tin  mills  and  a  slight  reduction  in  the  sheet  mills.  This  fact  is  referred 
to  because  of  the  frequent  statements,  credited  to  officials  of  the  United  States 
Steel  Corporation,  the  Steel  Corporation  had  not  reduced  wages  during  the 
recent  panic. 

Prior  to  the  posting  of  the  notices  in  the  plants  on  June  1,  1009,  the  American 
Steet  &  Tin  Plate  Co.  gave  no  notice  to  the  amalgamated  association  of  their 
intention  to  discontinue  their  relations  with  it,  nor  did  they  subsequently,  volun- 
teer any  such  information. 

It  should  be  understood  that  the  wage-scale  agreement  herein  referred  to 
provided  for  a  uniform  wage  rate  and  conditions  in  all  the  plants  to  which  it 
applied  of  like  character. 

It  was  also  the  same  as  agreed  to  by  the  independent  manufacturers  of  sheet 
and  tin  plate  who  had  agreements  with  us. 

After  the  American  Sheet  &  Tin  Plate  Co.  had  refused  to  meet  the  representa- 
tives of  the  amalgamated  association  in  conference  to  negotiate  a  wage-scale 
agreement  for  1909-10,  a  conference  was  held  with  a  group  of  independent  sheet 
and  tin  plate  manufacturers  and  an  agreement  signed  providing  for  the  same 
scale  of  wages  as  was  In  effect  in  the  sheet  and  tin  mills  for  the  scale  year 
190»-9. 

All  the  Independents  who  had  agreements  with  our  associations  for  the  year 
1908-9  signed  that  agreement  or  scale  except  the  Youngstown  Sheet  &  Tube 
Co.,  of  Youngstown,  Ohio.  Mr.  James  A.  Campbell  told  his  employees  that  he 
would  pay  the  same  scale  as  the  American  Sheet  &  Tin  Plate  Co.,  and  that  he 
would  sign  the  scale  when  that  company  did.  The  action  of  that  company 
caused  a  strike  there,  which  is  still  being  carried  on. 

After  July  1,  1909,  when  the  strike  became  effective,  an  effort  was  made  by 
the  amalgamated  association  to  organize  the  men  in  the  nonunion  mills  of  the 
American  Sheet  &  Tin  Plate  Co.  Our  strongest  effort  was  directed  at  Vander- 
grtft  Pa-  and  we  felt  encouraged  by  the  prospect  until  the  events  described  hi 
the  following  statements  took  place,  with  every  indication  of  their  continuance 
In  some  form  or  other. 

NoTR. — ^The  statements  referred  to  in  the  foregoing  paragraph  are  those  made 
and  sworn  to  hy  Vice  President  L.  Lewis  and  Robert  Edwards,  and  which 
appear  elsewhere  in  this  report 
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The  meeting  of  trades-union  representatives  held  In  Plttflbnrgh  last  December 
decided  that  a  numbeV  of  conunlttees  should  be  appointed  to  make  charges 
against  the  Steel  Ck)rporation  to  the  President  of  the  United  States,  In  which 
Its  mistreatment  of  labor  should  be  set  f6rth.  This  was  formally  done  on 
January  6  of  this  year.  Later,  at  the  inyitation  of  the  Department  ot  Justice, 
a  statement  with  evidence,  which  President  Qompers  had  caused  to  be  prepared, 
was  submitted  to  the  Attorney  General  in  support  of  the  charges. 

Much  of  this  matter  has  reference  to  ev^iits  in  connection  with  oar  strike 
against  the  American  Sheet  &  Tin  Plate  Ck).,  and  serves  to  bring  out  clearly 
some  of  the  opposition  we  have  met  with  in  the  efforts  that  have  been  made  to 
reach  the  nonunion  men  in  the  sheet  and  tin  industry.  I  am  embodying  the 
statement  in  this  report  so  that  It  may  be  preserved  in  our  records*  I  would 
also  commend  it  to  the  careful  study  of  every  delegate  when  opportunity 
presents. 

The  Chaibmait.  Now,  with  the  Gonaent  of  the  committee^  this 
statement  that  you  gave  to  the  Government  you  can  just  insert  in  the 
record. 

Mr.  Gardner.  Where  was  this  Vandergrift,  PaJ  What  was  the 
name  of  the  place  where  you  say  you  expected  success? 

Mr.  McArdle.  Vandergrift,  !ra. 

Mr.  Gardner.  What  was  the  name  of  the  mill  there  t 

Mr.  McArdle.  It  is  the  Vander^if t  Works  of  the  American  Sheet 
&  Tin  Plate  Co.    I  think  that  is  what  it  is  known  as. 

Mr.  Reed.  That  is  right. 

Mr.  McArdle.  What  did  you  say,  Mr.  Chairman,  regarding  the 
statement  I  referred  to  ? 

The  Chairman.  I  said  you  could  put  that  into  the  record. 

Mr.  McArdle.  Together  with  what  I  read? 

The  Chairman.  And  the  rest  of  it,  so  much  as  you  gave  to  the 
department. 

Mr.  Eeed.  It  is  understood,  of  course,  that  all  that  Mr.  McArdle 
cares  to  submit  will  be  considered  as  being  put  in  under  oath? 

The  Chairman.  Yes. 

I  wanted  you  to  read  that  much  of  it,  because  it  covered  in  a  few 
words  what  I  wanted  to  question  you  about,  and  I  suggested  that 
simply  to  save  time. 

I  understood  you  to  state  that  the  great  majority  of  these  workmen 
who  left  the  employ  of  the  United  States  Corporation,  or  of  the 
American  Sheet  &  Tin  Plate  Co.,  were  American  citizens,  or  Ameri- 
can bom.  Of  what  class  were  the  foreigners  then  in  the  employ  of 
this  company?  WTio  were  they,  and  how  did  they  happen  to  be 
there?    Please  explain  that  to  the  committee. 

Mr.  McArdle.  The  men  to  whom  I  refer  were  employed  in  the  hot 
mill  department;  that  is,  the  department  of  the  works  where  the 
plates  are  rolled,  and  are  to  be  separated  in  consideration  of  the 
subject  from  those  who  were  engaged  in  the  strike  who  were  em- 
ployed in  the  tin-house  department.  Those  to  whom  I  referred  as 
foreigners,  that  is,  as  being  foreign  bom,  were  chiefly  the  Welsh 
worfanen  who  had  come  to  the  country  mostly  at  the  beginning  of 
the  extension  or  expansion  of  the  tin  industry  in  the  nineties. 

The  Chairman.  As  I  understand,  the  making  of  tin  plate  is  a 
comparatively  recent  industry? 

Mr.  McArdle.  Yes,  sir. 

The  Chairman.  When  did  this  industry  became  a  factor  in  the 
steel  business? 
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Mr.  MgAbdle.  Beginning  in  the  early  nineties.  It  developed 
pretty  rapidly  during  seven  or  eight  years  after  1892. 

The  Chairmak.  Does  it  employ  many  skilled  laborers  ? 

Mr.  McABDiiE.  Yes,  sir. 

The  Chaibman.  Were  there  any  tin  men  skilled  in  the  handling  of 
the  sheet  steel,  which  is  the  basis  of  this  tin,  and  in  the  tinning  of  it, 
in  this  country  at  that  time  f 

Mr.  McAkdle.  N o  ;  not  many. 

The  Chaibmak.  Where  was  that  industnr  principally  carried  on 
hi  the  time  of  its  institution  in  this  country  f 

Mr.  MgAbdle.  Chiefly  in  Wales. 

The  Chairman.  As  1  understand  you,  when  that  industry  was 
first  established  here  it  was  necessary  to  bring  on  tin  workmen,  there 
being  none  in  this  country,  from  Wales — the  more  expert  ones? 

Mr.  McAhdle.  Yes,  sir.  There  were  men  en^ag^  in  the  sh^t 
industry  who  were  very  well  advanced  in  the  skiU  because  of  the 
similarity  of  the  work,  out  not  just  exactly  along  the  lines  followed 
in  the  tin  industry  itself. 

The  Chairman.  Did  these  skilled  Welsh  workmen  remain  in  this 
country  after  they  came  over  here? 

Mr.  McArdle.  Yes,  sir ;  that  is,  speaking  generally. 

The  Chairman.  Did  they  become  citizens  of  this  country  ? 

Mr.  MoArdle.  Yes,  sir. 

The  Chairman.  So  that  at  the  time  that  about  6,000  workmen 
went  out,  as  Mr.  Irvin  testified,  about  how  many  of  them  were  there 
altogether  that  were  displaced  at  that  time  ? 

Mr.  MgArdi^b.  Mr.  Irvin  gave  the  figure  as  6,000.  I  take  it  th^it 
he  meant  in  all  departments  of  the  mills.  Those  who  were  employed 
in  the  departments  that  belonged  to  our  \)rganization,  that  was  repre- 
sented by  our  organization,  we  approximate  at  4,300,  and  the  number 
employed  in  the  other  department  we  understood  at  that  time,  from 
the  representatives  of  the  other  organizations,  to  have  been  about 
1,200  or  1,300. 

Mr.  Eeed.  I  do  not  think  Mr.  Irvin  meant  to  give  those  figures  as 
exact.   He  said  that  was  only  his  impression. 

Mr.  McArdle.  Yes. 

The  Chairman.  You  make  it  about  the  same  figure? 

Mr.  McArdle.  I  would  make  it  about  5,600,  approximately. 

The  Chairman.  As  I  understand  it,  this  was  the  first  time  that  this 
class  of  foreigners — Syrians,  Poles,  and  Hungarians  or  Roumanians — 
were  brought  into  this  industry,  namely,  at  the  time  of  this  strike, 
and  for  the  purpose  of  taking  the  place  or  these  Welsh  and  American 
workmen  who  went  out.  I  am  speaking  now  of  these  Syrians,  Poles, 
and  Koumanians. 

Mr.  McArdle.  I  would  not  say  that  that  was  the  first  time  they 
had  been  employed  in  the  industry.  I  would  say  that  there  were 
ccMnparatively  few  of  them  in  the  hot-mill  department;  perhaps  a 
larger  proportion  in  the  tin-house  department.  As  I  understand  the 
advertisement  which  has  been  referred  to,  it  referred  chiefiy  or 
specifically,  I  think,  to  the  tin-house  department. 

The  Chairman.  Explain  to  the  committee  the  character  of  this 
work,  the  number  of  hours  the  men  work,  whether  it  is  like  the  work 
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around  the  blast  furnaces— easy  work — where  a  man,  it  is  alleged, 
works  one  hour  and  rests  three,  or  whether  it  is  continuous. 

Mr.  McAbdlb.  The  work  is  on  an  eight-hour  basis,  or  shifts  of 
eight  hours  each,  in  both  the  hot-mill  department  and  the  tin-house 
department.  I  am  not  so  familiar  with  the  work  in  the  tin-house 
department,  but  the  work  in  the  hot-mill  d^artment  is  skillful  and 
extraordinarily  high,  fast,  hot,  performed  under  anything  bub  good 
conditions^  because  of  the  heat  and  the  smoke  that  is  almost  all  the 
time,  particularly  during  hot  weather,  surrounding  Hie  work  of  the 
men. 

The  Chairman.  Where  does  the  smoke  come  from  ? 

Mr.  McArdle.  It  comes  from  the  necks  of  the  rolls,  on  which  they 
are  forced  to  keep  a  certain  amount  of  grease  to  keep  the  roll  from 
becoming  too  hot  from  friction. 

The  Chaibman.  Does  that  grease  bum  and  smoke? 

Mr.  McARDLas.  Yes;  the  grease  burns,  causing  smoke. 

The  Chaisman.  That  causes  a  stifling  atmosphere? 

Mr.  MgAbdle.  Yes. 

The  Chaibman.  You  speak  of  the  heat;  that  is,  from  these  hot 
plates  ? 

Mr.  McArdub.  That  is  from  the  furnaces  and  the  hot  plates.  Hie 
continuous  or  almost  continuous  operation  of  the  rolls  keeps  them  in 
a  very  heated  condition.  The  continuous  dragging  of  the  plates  orer 
the  iron  floors  or  standings,  as  they  are  called,  neoesBaril3r  get  them 
very  hot,  on  whidi  the  men  are  forced  to  stand  to  do  their  work  or 
walk.  Then,  there  are  the  furnaces.  And  all  this  is  within  a  narrow 
limited  area. 

The  Chaibman.  It  developed  here  that  very  little  collective  bar- 
gaining between  the  employer  and  employee  is  in  the  steel  business. 

Mr.  MgAbdub.  I  did  not  catch  your  nrst  word. 

The  Chaibman.  I  say  it  has  developed  in  this  hearing  that  there  is 
very  little  collective  bargaining  between  the  employer  and  Uie  em- 
ployee in  the  steel  business;  that  unionism  is  comparatively  unJknown 
m  it ;  and  that  there  is  but  little  organization,  especially  in  the  Steel 
Corporation.  Do  you  know  whether  or  not  that  is  true,  whether  there 
is  now  any  organized  labor  among  the  workmen  in  ttiese  concerns? 

Mr.  McArdle.  So  far  as  I  know,  there  is  not  any  collective  bargain- 
ing— that  iSj  a  wage  scale  agreement  negotiated  by  a  labor  union 
with  the  United  States  Steel  Corporation,  affecting  any  of  its  indus- 
trial plants.  I  am  not  prepared  to  make  that  statement  as  regards 
its  mining  industry.    I  am  not  so  familiar  with  it. 

Mr.  Reed.  And  its  railroarls? 

Mr.  McArdle.  And  its  railroads. 

The  Chairman.  I  believe  the  same  condition  prevails  on  railroads 
owned  by  the  Steel  Corporation  as  on  any  other  railroad.  Outside 
of  that,  I  do  not  know  of  any  recognized  union. 

Now,  you  have  had  some  experience  as  a  practical  man.  I  believe 
you  are  a  member  of  the  city  council  in  Pittsburgh  now,  and  are  in 
politics  and  in  business. 

Mr.  McArdle.  Nonpartisan. 

The  Chairhan.  Can  jrou  account  for  that  m^ditiont 

We  find  labor  organizations  usually  among  carpenters,  ;paper- 
haniiers,  bricklayers,  and  plumbers,  and  so  on.  Why  is  it  that  among 
these  200,000  men  there  is  found  no  semblance  of  aii  organization? 
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Is  it  that  they  do  waat  it,  or  what  is  the  reason  for  it?  If  you  can 
give  any  explanation,  I  would  like  to  know  it. 

Mr.  McAsrajs.  I  take  it  it  is  because  the  employer  does  not  want  it. 

The  Chairman.  Is  there  any  other  reason?  Is  there  anything  in 
the  nature  of  the  employment,  the  manner  in  which  the  men  work, 
that  would  prevent  anything  like  a  community  of  interest  between 
them,  as  to  working  together? 

Mr.  McAjBDUB.  No,  sir.  That  has  alreadv  been  proven  by  experi- 
ence, because  there  is  not  any  branch  of  the  industry  that  at  some 
time  or  other  has  not  had  an  organization  in  connection  with  it. 

The  Chairman.  What  is  the  proportion  now,  under  present  con- 
ditions, of  the  highly  skilled  and  the  unskilled  labor  among  the 
180,000  or  200,000  employees  of  this  concern ;  do  you  know  ? 

Mr.  McAbdlb.  That  would  be  difficult  to  answer  with  any  degree 
of  accuracy.  My  impression  would  be  that  in  the  larger  steel  plants, 
such  as  would  be  represented  by  those  at  Homestead,  Braddoclc,  and 
Duquesne,  and  such  industries  as  that,  that  the  skilled  labor  would 
i*epresent  comparatively  a  small  number,  while  in  the  tin  and  sheet 
industry  the  skilled  labor  would  represent  a  large  nmnber. 

The  Chairman.  In  the  highly  fuiished  product  you  find  quite  a 
number  of  skilled  employees  f 

Mr.  McAsDLE.  Yes,  sir. 

The  Chairman.  Do  you  know  whether  there  is  any  disposition 
among  those  in  positions  that  pay  well  for  skilled  employees,  like 
rollers,  to  organize  and  to  look  to  the  interests  of  those  next  below 
them,  and  so  on  down,  like  you  find  among  the  unskilled  laborers  in 
communities  generally  or  among  the  spinners  in  a  cotton  mill  ?  For 
instance,  take  a  cotton  mill,  and  you  find  100  or  200  new  spinners. 
You  know  something  about  the  cotton-miU  industry.  They  seem  to 
have  a  community  of  interest — ^a  fellowship — among  them. 

What  I  want  to  know  is  if  you  find  that  disposition  among  the 
skilled  steel  laborers? 

Mr.  McARop:.  I  think  there  is  a  disposition,  a  desire,  a  feeling  to 
do  it,  but  I  think  there  is  a  fear  perhaps  that  overcomes  aU  of  that. 

The  Chairman.  Each  fellow  is  afraid  of  losing  his  place? 

Mr.  McArdle.  That  is  my  judgment. 

The  Chairman.  He  is  afraid  the  fellow  next  below  him  will  get  it? 

Mr.  McArdle.  That  there  are  too  many  men  below  that  are  in 
line  of  advancement,  in  whom  he  possibly  would  not  have  confidence, 
owing  to  what  he  feels  to  be  the  position  on  the  part  of  the  employer 
against  any  attempt  to  organize. 

The  Chairman.  Explain  that — about  the  jealousy  that  exists 
omon^  tihe  skiUed  laborers  in  the  structural-steel  works  j  among  the 
manulacturers  of  heavy  products  of  iron.  What  relation  has  this 
jealousy  of  his  position  to  the  comparatively  few  men  in  it  ?  What 
effect  has  that  upon  the  industry,  in  the  esprit  de  corps  of  the  men  ? 
I  would  like  you  to  explain  that  to  the  committee. 

Mr.  McArdle.  In  the  industries  to  which  you  refer  I  do  not  think 
there  is  a  very  close  relation  j  that  is,  the  .work  does  not  bring  them 
in  as  close  contact  as  it  does  in  some  other  departments,  like  the  bar 
mUls  and  sheet  wUs,  the  tin  mills.  There  are  comparatively  few  of 
them  neceg^aiy  to  qperate  the  iiiachinQry  and  th^  improved  methods 
which  are  now  in  vqgue  in  that  line  of" industry.    They  are  largely 
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separated,  so  that  there  is  not  very  much  of  an  opportunity  for  the 
development  of  that  feelinjg. 

I  would  say,  further,  it  is  my  jud^ent  that  in  that  branch  there 
is  not  a  ^eat  deal  of  sidll,  speakm^  in  a  comparative  way,  with,  the 
business  m  its  earlier  stages  of  development.  From  that  standpoint, 
T  would  say  that  there  is  not  a  great  oeal  of  skill  there. 

The  Chairman.  What  do  you  mean  by  thatf 

Mr.  McArdle.  It  is  more  largely  a  mechanical  proposition  than 
it  formerly  was,  with  the  improved  machinery,  whicn  has  eliminated 
to  a  very  large  extent  the  degree  of  skill  that  was  formerly  required, 
and  to  a  greater  extent  lessened  the  number  of  skilled  men  required. 

Mr.  Gardner.  In  regard  to  that  last  question:  You  said  it  has 
lessened  the  skill  and  lessened  the  number  of  skilled  men  both,  has  it? 

Mr.  McArdle.  Yes;  that  is  my  judgment. 

Mr.  Gardner.  Are  vou  familiar  with  the  work  in  blast  furnaces? 

Mr.  McArdle.  No,  sir, 

Mr.  Gardner.  What  I  want  to  get  at  is  this :  We  have  had  a  good 
deal  of  evidence  on  both  sides  which  is  very  divergent  as  to  the  con- 
ditions of  labor  in  blast  furnaces.  We  have  had,  on  the  one  hand, 
witnesses  who  have  said  that,  although  it  was  a  12-hour  day,  for  all 
that  there  was  only  one  hour  in  every  four  when  the  men  were  work- 
ing; to  wit,  when  they  tapped  the  furnaces,  if  that  is  the  correct  ex- 
pression? 

Mr.  McArdle.  Yes;  I  think  so. 

Mr.  Gardner  (continuing).  And  that  the  other  three  hours  they 
could  loaf  around,  much  as  a  watchman  does. 

Then,  on  the  other  hand,  we  have  had  evidence  tending  to  show 
that,  instead  of  that  being  the  case,  they  actually  are  at  work  nine 
hours,  and  the  other  three  are  the  leisure  hours. 

Could  you  give  any  fair  estimate  of  your  best  judgment  as  to  where 
the  truth  is,  between  those  two  statements? 

Mr.  McArdle.  No,  sir;  I  would  not  care  to  make  a  statement  re- 
garding such  a  definite  question  as  to  the  operations  of  a  blast  fur- 
nace, because  my  experience  is  limited:  I  really  have  had  no  ex- 
perience. It  has  only  been  a  very  casual  observation.  I  have  never 
made  an  investigation. 

Mr.  Gardner.  Can  you  suggest  the  name  of  a  good,  level-headed 
man  who  will  not  exaggerate  either  way,  who  knows  of  his  own 
knowledge,  and  who  can  come  up  here  and  tell  us,  and  will?  I  do 
not  want  to  embarrass  a  man  with  his  employers,  or  anything  like 
that ;  but  can  you  tell  us  of  a  good  man  who  will  not  exaggerate,  and 
who  can  and  will  tell  us  about  that? 

Mr.  McArdle.  I  can  not  just  now.    I  might  be  able  to  later  on. 

Mr.  Gardner.  If  you  can,  will  you  communicate  with  the  com- 
mittee? 

Mr.  McArdle.  I  shall  be  glad  to  do  so. 

Mr.  Gardner.  I  wish  you  would ;  because  where  statements  so  very 
divergent  as  this  are  made  to  this  committee,  it  is  hard  for  us  to  get 
a  fair  estimate  of  the  truth :  at  least,  it  is  for  me. 

How  about  organized  labor  amon^  the  independents:  First,  as 
to  Jones  &  Laughlin  ?    Are  their  womnen  organized  ?^ 

Mr.  McArdle.  No,  sir.  There  has  been  no  organization  among 
Jones  &  Laughlin's  men  since  1897,  so  far  as  that  oranch  of  the  in- 
dustry is  concerned  of  which  I  have  been  speaking. 
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Mr.  Gabdner.  I  did  not  know  whether,  as  a  matter  of  fact,  they 
did  make  tin  plate. 

Mr.  MgArdle.  They  do  now,  but  that  is  a  recent  thing. 

Mr.  Gabdnek.  How  about  Cambria  ? 

Mr.  McArdle.  There  is  none  there. 

I  may  anticipate  your  question,  Mr.  Gardner,  by  saying^  that  there 
is  no  organization,  now,  in  any  large  steel  plant  in  the  United  States. 
When  I  say  that,  I  mean  those  making  steel. 

Mr.  Gardner.  Making  the  cruder  forms?  ^ 

Mr.  MgArdlb.  Yes;  as  distinguished  from  those  who  are  finishing 
steel  products 

Mr.  Gardner.  Making  tools  and 

Mr.  McArdle.  Leaving  out  tin  plate  and  bar  iron. 

The  Chairman.  I  may  be  under  a  misapprehension,  and  I  want  to 
be  corrected,  if  I  am.   ELow  about  the  Repuolic  Iron  &  Steel  Co.  ? 

Mr.  McArdle.  They  come  under  the  exception  that  I  had  in  mind 
when  I  ^nswered  Mr.  Gardner^  that  they  do  §mploy  union  labor,  but 
their  chief  business  is  the  bar-iron  business.  It  has  been.  They  are 
developing  rapidly  into  the  production  of  steel  pipe  and  so  on. 

The  Chairman.  That  is  afi,  Mr.  McArdle.    Thank  you. 

Mr.  Gardner.  They  have  blast  furnaces,  do  they  not? 

Mr.  McArdle.  Yes. 

Mr.  Gardner.  Are  their  blast-furnace  men  organized? 

Mr.  McArdle.  No  blast-furnace  men  are  organized  in  the  country. 

Mr.  Gardner.  It  is  only  their  skilled  men  who  are  organized,  is  it, 
in  the  Bepublic  Works  ? 

Mr.  McArdle.  Their  skilled  men  and  their  bar-iron  mills. 

Mr.  Gardner.  I  do  not  know  what  a  bar-iron  man  is. 

Mr.  McArdle.  He  makes  bar  iron,  rounds,  squares,  wagon  tires, 
and  so  forth. 

Mr.  Gardner.  You  are  a  member  of  the  commission  that  governs 
the  citv  of  Pittsburgh.  It  is  a  commission  form  of  government,  is 
it  not? 

Mr.  McArdle.  No,  sir;  it  is  a  small  council  of  nine  members,  as 
distinguished  from  the  usual  form  of  two  bodies. 

Mr.  Gardner.  That  is  what  I  meant. 

Mr.  McArdle.  Yes.  What  I  meant  is  that  the  mayor  is  there, 
with  his  usual  powers  and  functions. 

Mr.  Gardner.  That  is  so  with  us  in  what  we  call  the  commission 
form  of  government  in  my  State. 

We  have  a  great  deal  of  evidence  as  to  the  conditions  of  labor 
and  the  inadequacy  of  ^ay.  That  ought  to  show  in  the  vital  statis- 
tics or  the  statistics  of  illness  in  the  city  of  Pittsburgh.  Have  you 
made  a  study  of  those  statistics  ? 

Mr.  McAia>LB.  No,  sir ;  I  have  not. 

Mr.  Gardner.  It  ought  to  show  there  if  it  is  as  alleged.  I  have 
no  idea  whether  it  does  or  does  not  show  there.  I  thought  possibly 
you  miffht  be  able  to  answer  that  question. 

Mr.  McArdle.  I  might  say.  however,  in  that  connection,  that  so 
far  as  the  general  discussion  alonff  that  line  has  ffone  affectinff  Pitts- 
burgh, it  would  not  necessarily  show  in  the  vital  statistics  of  Pitts- 
burgh because  the  greater  part  of  that  discussion  has  had  reference 
to  territory  outside  of  the  city  limits  of  Pittsburgh. 
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Mr.  Gardneb.  Would  it  show  in  the  vital  statistics  of  Braddock, 
Allegheny,  and  McKeesport? 

Mr.  MgArdle.  Braddock,  Homestead,  Dnquesne,  and  McKeesport 
are,  perhaps,  the  chief  ones. 

Mr.  Gakdner.  That  ousht  to  show  it,  then. 

Do  you  know  whether  their  vital  statistics  are  kept  as  accurately  as 
cify  statistics  are  kept? 

McArdle.  I  could  not  say,  Mr.  Gardner. 
Gakdner.  Is  their  method  of  keeping  such  statistics  pretty 
much  up  to  date?    Do  they  hare  a  city  or^mzation  up  there? 

Mr.  McAbdle.  I  could  not  give  you  any  information  on  that  point 

Mr.  Gabdner.  That  is  all. 

Mr.  YouNO.  When  you  say  that  there  are  no  union  men  employed 
in  the  steel  mills,  those  making  the  cruder  forms  of  steel,  do  vou 
mean  literally  that  or  do  you  mean  that  the  employers  do  not  deal 
with  the  unions  and  make  bargains  with  the  unions  as  they  formerly 
did  with  the  amalgamated  association? 

Mr.  McArdle.  I  think  I  stated,  Mr.  Yoting,  in  answer  to  that 
question^  that  there  is  not  now  any  collective  bargaining. 

Mr.  Young.  Yes ;  you  stated  that ;  but  later,  in  replying  to  a  ques- 
tion of  Mr.  Gardner's,  I  understood  you  to  say  that  there  were  no 
union  men  in  those  mills,  and  I  wanted  to  know  if  you  really  meant 
that. 

Mr.  McAbdle.  I  had  special  reference,  Mr.  Young — ^which  I  pre- 
sume Mr.  Gardner  understood — to  that  class  of  men  who,  if  they 
belonged  to  labor  unions,  would  belong  to  the  amalgamated  asso- 
ciation. 

Mr.  Gabdner.  What  Mr.  Gardner  would  have  assumed  would  be 
that  it  would  not  be  worth  while  for  men  to  keep  their  union  cards 
paid  up  if  they  were  out  working  in  a  nonunion  place. 

Mr.  McAbdijb.  What  I  can  say  directly  to  Mr.  Young  is  that  the 
statement  can  be  taken  literally! 

Mr.  Young.  I  understood  you  to  state  earlier  that  you  were  the 
president  of  the  amalgamated  association,  or  this  branch  of  it,  until 
some  time  in  1911;  is  that  correct? 

Mc.  McAbdle.  Yes.    About  September  1. 

Mr.  YoiTNG.  I  assume  that  the  organization  certainly  existed  and 
must  have  members. 

Mr.  McAbdle.  Yes,  sir. 

Mr.  Young.  At  least  to  that  time;  that  is  true,  is  it  not? 

Mr.  McAbdle.  Yes. 

Mr.  Young.  Where  are  these  men  working? 

Mr.  MoAbdm.  In  answer  to  Mr.  Gardner  I  described  what  I  had 
in  mind  as  the  steel  plants.  There  are  many  mills  throughout  the 
United  States  that  do  not  work  any  steel  at  all ;  they  work  iron. 

Mr.  Young.  Yes. 

Mr.  MoArdle.  Among  the  trade,  whose  language  perhaps  I  would 
have,  a  tin  mill  or  a  sheet  mill  would  not  be  regarded  in  the  ordi- 
nary sense  as  a  steel  mill,  because  it  does  not  produce  any  steel;  it 
merely  finishes  the  steel  into  the  product. 

Mr.  Young.  I  undei-stand. 

Mr.  McAbdle.  It  is  in  that  class  of  mills  that  the  present  members 
of  the  amalgamated  association  are  employed — ^in  these  iron  milb 
and  in  independent  sheet  and  tin  mills. 
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Mr.  Young.  Are  they  employed  in  the  sheet  and  tin  mills  of  the 
United  States  Corporation's  subsidiaries? 

Mr.  McAkdle.  I  think  perhaps  there  are  some  men  who  are  now 
employed  in  the  sheet  and  tin  mills  of  the  United  States  Steel  Cor- 
poration who  are  holding  their  membership  in  the  amalgamated 
association. 

Mr.  Gardner.  I  presume  that  is  all  dead  loss  to  them  to  do  so  f 
They  have  to  keep  their  union  cards  paid  up  without  getting  any 
special  ben^t  from  it? 

Mr.  McArdle.  It  is  a  dead  loss  in  a  sense. 

Mr.  Qardner.  I  mean,  immediately  and  {yecuniarihr  it  is  a  loss? 

Mr.  MgArdle.  Except  in  so  far  as  the  existence  of  an  organization 
to  which  they  would  contribute  would  influence  their  wage  rate  and 
their  treatment. 

Mr.  Gardner.  Let  me  put  it  this  way:  Suppose  a  man  who  has 
been  a  union  man  allows  his  card  to  lapse  and  then  he  wants  to  go  to 
work  in  a  closed  shop  of  the  same  sort  at  a  future  date ;  he  has  to  pay 
his  back  dues,  has  he  not? 

Mr.  MgArdle.  I  might  say  there,  Mr.  Gardner,  that  there  is  not 
now,  nor  has  there  even  been,  what  people  generally  speak  of  as  a 
"  closed  "  shop  in  the  iron  and  steel  business.  We  spofe  of  a  union 
mill  as  a  mill  where  the  company  had  agreed  with  me  organization 
to  pay  a  certain  scale  of  wages  and  work  under  certain  fixed  condi- 
tions. There  was  never  an  agreement  between  us  that  they  should  or 
should  not  employ  any  particular  kind  or  class  of  men.  It  was  not 
predicated  upon  ttieir  memberdiip  in  the  or^nization. 

Mr.  Gardner.  You  had  nothing  like  a  union  stamp? 

Mr.  MoArdlb.  No,  sir.  We  had  no  label,  nor  did  we  have  a  condi- 
tion where  a  man  had  to  be  a  member  pf  the  union  before  he  could  go 
into  a  mill  and  be  employed. 

Mr.  Gardner.  What  1  was  trying  to  get  at  was  this :  Ton  take  a 
union  in  the  riioe  business.  Suppose  a  factory  is  a  union-stamped 
factory,  the  work  may  slack  and  the  man  may  go  to  some  open  shop 
for  a  good  while,  but  he  will  keep  his  card  paid  up,  because  he  does 
not  know  when  he  will  want  to  go  back  again,  according  to  the  con- 
ditions of  the  trade,  in  the  union-stamp  factory.  If  it  continues  a 
y^y  long  time  he  allows  his  card  to  lapse ;  the  union  probably  does 
not  require  him  to  pay  up  the  whole  amount.  That  is  a  matter  for 
adjustment  between  the  union  and  the  man.  But,  substantially 
speaking,  a  man  would  not  join  a  union  until  he  wanted  to  go  into 
a  union-stamped  factory.  If  he  was  in  an  independent  one  that 
wofuld  simply  mean  that  he  would  have  to  pay  his  25  cents  right 
along  without  its  doing  him  any  good? 

Mr.  McArdle.  Either  for  that  purpose  or  for  the  purpose  of  laying 
a  foundation  for  the  union  in  the  plant  in  which  he  was  then  em- 
ployed and  ultimately  making  that  a  union  plant. 

Mr.  Gardner.  I  should  say  that  that  did  not  happen  so  often,  so 
far  as  shoe  men  are  concerned. 

Mr.  MgArdle.  The  industries  where  men  work  for  any  len£^  of 
time  and  retain  their  membership  in  nonunion  plants  are  very  few  in 
the  steel  industry. 

Mr.  Gardner.  I  should  suppose,  in  the  nature  of  things,  that  would 
be  so. 

Mr.  McArdle.  That  is  true. 


8130  UNITED  STATES  STEEL  COBPOBATIOK. 

Mr.  YouNO.  I  would  like  to  ask  you  this  question ;  I  do  it  because 
I  assume  that  you  know  a  sreat  deal  more  about  it  than  I  do:  Do  you 
assume  that  the  union  is  of  no  benefit  to  a  man  whatever  unless  there 
is  eollective  barminingt  I  had  supposed  there  were  many  ways  in 
which  it  might  be  of  some  ben^t  to  the  men.  Mr.  Gardner's  ques- 
tion seemed  to  indicate  that  that  is  his  idea. 

Mr.  McAbdlb.  No. 

Mr.  Gabdner.  That  what  was  my  idea? 

Mr.  Young.  That  unless  they  could  have  collective  bargaining  the 
union  could  be  of  no  benefit  to  the  man  at  all. 

Mr.  MgAbdlb.  No;  I  do  not  assume  that,  and  I  do  not  assume  that 
Mr.  Gardner  meant  that  I  do  assume  this,  however^  that  a  few 
union  men  scattered  throughout  a  few  hundred  nonumon  men  in  a 
plant  owned  and  operated  by  people  who  are  opposed  to  unionism 
would  get  very  little  benefit  out  of  an  organization  while  they  worked 
in  that  plant;  that  is,  so  far,  at  least,  as  it  miffht  affect  their  waire 
rate  an^orkioff  conations,  laying  a^de  the  pSedbiUties  of  its  ^ 
viding  any  side  features,  like  sick  or  death  beaiefits. 

Mr.  YoprNG.  But  if  there  was  a  large  number  of  union  men  they 
could  still  act  collectively  in  their  own  interests,  although  they  were 
not  lecopized,  to  use  that  term,  by  the  employer! 

Mr.  ImiABDLE.  Yes. 

Mr.  Young.  They  could  still  meet  together  and  discuss  what  they 
thought  it  best  to  do  in  regard  to  wages  and  conditions,  and  act 
unit^ly  ? 

Mr.  MgAbdle.  That  is  true  in  theory,  but  it  has  few  demonstra* 
tions  in  practice. 

Mr.  Young.  There  is  sometimes  a  strike,  under  those  circum- 
stances  

Mr.  Gardner.  There  are  instances  where  a  room  will  be  organized 
in  a  shoe  factory.  For  instance,  the  factory  being  open  shop,  prac- 
tically a  whole  room  is  organized,  and  they,  either  correctly  or  in- 
correctly, think  it  gives  them  a  chance  to  make  a  better  bf^gain  for 
that  particular  class  of  work  in  the  shoe  industry.  I  have  known 
that  to  happen. 

Mr.  McAjsdle.  Oh,  yes;  that  is  true. 

Mr.  Gardner.  But,  broadly  speaking,  my  own  observation  in  the 
shoe  unions  is  that,  especially  in  places  that  make  men's  Goodyear 
welt  shoes,  which  are  rather  different,  men  employed  are  very  apt  not 
to  join  the  boot  and  shoe  workers'  unions  until  tiiey  want  to  go  to 
work  in  a  place  where  there  is  a  union-stamped  factory,  for  the  rea- 
son that  they  do  not  want  to  pay  25  cents  a  week  when  they  do  not 
see  just  what  is  coming  to  them  out  of  it. 

Mr.  McArdle.  I  thmk  that  is  the  general  situation,  both  in  and 
out  of  the  shoe  industry. 

Mr.  Gardner.  I  wondered  if  it  would  apply  to  other  industries. 

Mr.  McArdle.  I  think  it  applies  generally.  Of  course  Uiere  would 
be  some  exceptions  to  that,  but  the^  point  is  that  shoe  men  do  that  b^ 
cause  the  experience,  particularly  in  the  steel  industry,  has  been  that 
men  may  not  retain  any  active  part  in  a  labor  organization  after  the 
nonunion  condition  has  become  a  settled  fact 

Mr.  Gardner.  That  is  to  say,  that  there  is  practically  no  such  thing 
as  an  open  shop.    It  is  either  one  thing  or  another? 
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Mr.  MoAbdlb.  That  is  the  condition.  The  open  shop,  in  my  judg- 
ment, is  very  much  of  a  misnomer. 

Mr.  Gasdneb.  That  would  not  nec^arily  be  so  in  the  shoe  busi- 
ness. I  am  (juite  confident,  from  my  own  observation,  that  there  is 
every  gradation  there. 

Mr.  MgAbdle.  Of  course  there  always  has  been  in  the  steel  indus- 
try a  gradation,  and  there  never  was  a  time  when  any  plant  in  the 
steel  industry  or  any  of  its  correlated  industries  was  all  organized. 

Mr.  Oasdnxr.  Of  course,  I  suppose  the  situation  is  entirely  differ- 
ent. In  the  shoe  industry,  for  instance,  it  is  a  very  close  question 
with  a  great  man^  manufacturers  as  to  whether  they  want  to  be  pro- 
tected from  a  strike  by  having  the  three  years'  agreement  and  the 
union  stamp  or  whether  they  would  rather  run  their  own  business 
without  that.  So  far  as  I  have  observed,  there  is  very  little  effort  to 
organize  the  factories  a^inst  their  will — ^I  am  speaking  of  men's 
Goodyear  welt  shoes — ^and  among  the  manufacturers  it  is  very  much 
of  a  question  as  to  whether  it  is  more  worth  while  to  him  to  w  guar- 
anteed against  a  strike  for  three  years  and  to  have  the  union  stamp, 
or  whether  he  would  rather  run  his  business  in  some  other  way.  I 
should  say  there  has  been  very  little  change  in  the  situation  the  last 
15  years  in  my  nei^borhood. 

Mr.  McAbdle.  With  the  shoe  business,  of  course,  there  is  the  com- 
mercial aspect  as  to  whether  it  shall  be  union  or  nonunion. 

A&.  Gabdner.  It  is  an  entirely  different  proposition,  I  have  no 
doubt. 

Mr.  Beall.  At  the  time  that  your  organization  was  recognized 
and  makinj^  its  collective  bargains  and  contracts,  were  nonunion  men 
employed  in  these  mills  also? 

Mr.  McAkdle.  Yes,  sir. 

Mr.  Beaix.  That  is,  the  form  of  these  contracts  with  your  organi- 
zation did  not  carry  with  it  the  obligation  upon  the  part  of  the 
company  to  exclude  from  their  works  nonunion  men? 

Mr.  MoAbdlb.  No,  sir. 

Mr.  Beall.  Was  that  true  only  of  different  departments,  or  was 
it  also  true  of  the  same  department?  Would  you  find  union  and 
nonunion  men  working  in  the  same  department? 

Mr.  McArdlb.  A  sheet  mill,  for  example,  has  a  crew  of  eight  or 
nine  men,  each  one's  labor  necessary  cooperatively  to  produce  a  piece 
of  sheet  iron.  What  I  mean  is  that  five  of  those  may  have  been 
members  in  good  standing  in  the  organization  and  four  of  them  not. 

Mr.  Beall.  And  there  was  nothmg  in  your  contract  that  inter- 
fered with  the  freedom  upon  the  part  of  the  employer  to  employ  non- 
union men  to  work  with  the  union  men  at  the  same  task? 

Mr.  McAsDLB.  No,  sir.  We  depended  on  our  ability  to  convince 
the  man  that  he  should  become  a  member  of  the  organization. 

1&.  Beall.  This  strike  began,  I  think  you  said,  on  July  1,  1909? 

Mr.  McArdlb.  Yes,  sir. 

Mr.  Beall.  How  long  did  it  continue  ? 

Mr.  McAbdle.  It  was  officially  declared  off  by  the  organization  on 
the  27th  of  August,  1910. 

Mr.  Bball.  It  lasted,  then,  almost  a  year  and  two  months  ? 

Mr.  McAbdle.  About  14  months. 

Mr.  Beall.  What  was  the  result  of  that  strike? 
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Mr.  McArdle.  The  result  was  that  the  mills  have  been  operated  as 
nonunion  mills. 

Mr.  BfiALL.  You  lost  the  strike? 

Mr.  MgAboiiB.  Yes^  sir. 

Mr.  Beall.  What,  m  your  judjgment,  was  the  cause  of  that  result? 
Why  was  not  the  strike  suocessful? 

Mr.  McAbdlb.  My  judgment  as  to  why  the  strike  was  not  suocess- 
ful is  this:  That  tiie  Aimrican  Sheet  &  Tin  Plate  Co.,  through  its 
affiliations  as  a  subsidiary  of  the  United  States  Steel  CSorporation. 
had  too  many  resources  back  of  it 

Mr.  Bball.  In  other  words,  you  had  not  only  to  contest  the  field 
with  these  particular  mills,  but  you  had  to  meet  all  the  resources  of 
the  United  States  Steel  Corporation  and  all  the  other  departments! 

Mr.  MoAbdlb.  That  is  my  judgment. 

Mr.  Beaxx.  That  is  what  ^ou  meant? 

Mr.  McArdlb.  Yes.  I  might  say  this,  to  more  fully  explain: 
Presuming,  you  understand,  that  the  large  number  of  American  Sheet 
&  Tin  Plate  Co.'s  mills  were  already  operating  as  nonunion  plants 
when  this  strike  began,  I  believe  that  had  the  i^erican  Sheet  St  Tin 
Plate  Co.  been  a  corporation  standing  by  itself,  without  any  rela- 
tion or  alliance  with  other  corporations,  such  as  the  Carnegie  Steel 
Co.  or  the  other  subsidiaries  that  go  to  make  up  the  United  States 
Steel  Corporation,  we  could  have  organized  a  sufficient  number  of 
nonunion  men  so  as  to  have  forced  the  American  Sheet  &  Tin  Plate 
Co.  to  continue  to  enter  into  an  agreement  with  the  men  collectively. 

Mr.  BbalIi.  That  is  what  I  was  trying  to  get  at. 

I  understood  you  to  say  at  the  time  this  strike  began  that  a  large 
proportion  of  the  men  employed  in  these  particular  mills  that  were 
affected  by  the  strike  were  either  American  bom  or  naturalised 
citizens? 

Mr.  MoAbdle.  Yes,  sir;  so  far  ks  the  hot  mills  were  concerned. 

Mr.  Beai x.  What  is  the  situation  in  that  regard  since  the  strike  ? 

Mr.  McAbdle.  I  would  not  be  able  to  answer  that  definitely,  be- 
cause I  am  not  advised  or  informed  as  to  how  many  of  the  old  men 
finally  got  employment  or  how  many  of  the  others  that  were  taken 
into  their  employment  during  the  early  stages  of  the  strike  were 
finally  retained. 

Mr.  Beall.  Speaking  generally,  could  you  give  any  idea  as  to 
whether  the  percentage  of  American-born  and  naturalized  citizens 
has  increased  or  decreased  since  that  time? 

Mr.  MoAbdle.  I  would  take  it  naturally  to  have  decreased. 

Mr.  Beall.  You  spoke  about  the  discharge  of  a  good  many  of 
the  Welshmen  who  had  become  American  citizens. 

Mr.  Reed.  I  do  not  think  he  said  they  were  discharged,  Mr.  Beall. 
I  think  he  said  they  left  of  their  own  accord. 

Mr.  Beall.  Well,  they  went  on  strike.  Do  you  have  any  knowl- 
edge as  to  >yhether  or  not  they  were  reemployed  in  any  considerable 
number  ? 

Mr.  McArdle.  Yes;  I  think  a  considerable  number  of  them  were 
employed,  while  a  considerable  number  of  Uiem  sought  and  got  em- 
ployment in  other  plants. 

Mr.  Beall.  Do  vou  know  whether  or  not,  in  the  course  of  the 
strike  or  afterwards,  when  these  men  were  being  reemployed,  tliere 
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was  any  discrimination  practiced  against  the  men  who  had  been 
active  in  the  union? 

Mr.  McAkdub.  I  know  that  some  of  the  men  were  unable  to  get 
employment  again,  some  men  who  were  known  not  only  to  have 
been  sober,  industrious,  steady  men,  and  good  citizens,  but  good  work* 
men  as  well. 

Mr.  BsAiiii.  From  year  to  year  you  have  been  making  and  renew- 
ing these  contracts  between  ^our  organization  and  this  company, 
what  objection  was  urged  against  its  renewal  in  1909  ? 

Mr.  M!cAbdub.  There  was  no  objection  urged  or  statement  made. 
As  I  noted,  in  the  statement  I  reaa,  they  gave  us  no  indication  as  to 
what  their  reasons  for  taking  this  step  were. 

Mr.  Bbaix.  I  understood  that  to  refer  to  the  official  intercourse 
between  your  organization  and  the  officers  or  representatives  of  this 
company ;  but,  aside  from  that,  did  you  never  hear  any  reason  as- 
signed as  being  the  reason  that  prompted  them  to  this  action? 

Mr.  McArdub.  The  only  reason  was  that  which  was  stated  in  the 
notices  that  they  posted,  as  printed  in  the  papers  at  the  time.  I  did 
not  see  any  of  the  original  notices;  that  this  conclusion  had  been 
reached  after  careful  consideration  as  to  what  would  be  to  the  best 
interests  of  the  company  and  their  employees  without  being  specific* 

Mr.  Beall.  Do  you  know  whether  they  claimed  that,  as  a  result 
of  this  change,  they  would  get  a  better  class  of  employees? 

Mr.  McAkdle.  No,  sir. 

Mr.  Beall.  Do  you  think  they  had  that  result  in  view  ? 

Mr.  McAioiLE.  No,  sir ;  I  am  positive  that  they  did  not. 

Mr.  Beall.  Was  it  with  the  expectation  of  there  being  any  change 
in  tl»  hours  of  work  ? 

Mr.  McArdle.  Are  you  asking  what  I  understand  to  have  been 
their  views? 

Mr.  Beaxx.  Yes. 

Mr.  McArdle.  Or  my  judgment? 

Mr.  Beall.  No.  What  jrou  understood  to  have  been  their  views 
from  what  you  saw  at  the  time. 

Mr.  McAkdle.  I  do  not  know  that  they  ever  indicated  that  any 
of  these  results  would  follow. 

Mr.  Beall.  You  had,  at  that  time,  an  eight-hour  day  in  the  works? 

Mr.  McAkdle.  Yes. 

Mr.  Beall.  Has  that  been  changed  in  any  way  ? 

Mr.  McArdle.  No,  sir;  I  think  that  is  practically  impossible  to 
change. 

Mr.  Beall.  Did  vou  understand  that  there  was  a  purpose  of  secur- 
iBff  men  at  a  smaller  wage?  ^ 

Mr.  McArdle.  Of  course,  that  was  one  of  the  immediate  results, 
as  set  forth  in  the  notice,  that  a  ^ood  part  of  the  men  in  the  hot- 
mill  department  would  be  reduced  m  their  \^ages. 

Mr.  Bealu  And  they  were  reduced? 

Mr.  McArdle.  They  were  at  that  time.  That  is,  they  attempted  to 
put  that  scale  into  effect.  I  do  not  think,  however,  that  they  op- 
erated under  it  very  extensively. 

Mr.  YouKG.  I  understood  you  to  say  that,  as  a  matter  of  fact,  in 
order  to  get  the  men  they  had  practically  to  increase  their  wages,  in 
order  t4>  fill  their  mills  at  that  time? 

Mr.  McArdle.  Yes;  that  is  usually  the  case  in  such  instances. 
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Mr.  Gardner.  In  your  preliminary  statement,  that  you  read,  you 
said  the  notice  contemplated  a  reduction  of  3  or  4  per  cent  in  certam 
branches  and  2^  per  cent  in  other  branches.    Was  that  correct? 

Mr.  McArdle.  Yes,  sir;  that  is,  to  certain  workmen  in  other 
branches  it  was  imiform,  as  I  imderstood  it,  in  the  tin  branch,  and 
applied  to  only  three  of  the  workmen  on  a  crew  in  the  sheet  brancL 

Mr.  Gardner.  How  many  workmen  do  you  think  that  applied  to 
altogether  in  the  tin  and  sheet  branch,  then  ?  In  the  first  place,  how 
many  did  the  larger  reduction  apply  to? 

Mr.  MgArous.  The  larger  numl>er.  Perhaps  2,600  or  2,700  of 
that  4,300, 1  judge,  who  have  been  employed  in  the  tin  mills. 

Mr.  Gardner.  They  lost  46  per  cent,  or  whatever 

Mr.  McArdle  (interrupting).  Six  per  cent  was  the  amount  I 
stated  their  wages  were  reduced. 

Mr.  Gardner.  And  in  the  other  case  it  was  2.46  per  cent? 

Mr.  McArdle.  The  2.45  reduction  applied  to  the  sheet  men;  yes. 

Mr.  Gardner.  That  applied  to  the  lesser  number  of  men? 

Mr.  McArdle.  Yes,  sir. 

Mr.  Gardner.  To  how  manv  men  did  that  apply  approximately! 

Mr.  McArdle.  That  applied  to  a  comparativdy  small  number,  be- 
cause it  only  embodied  about  half  of  the  men,  or  one-third. 

Mr.  Gardner.  You  said  the  greater  reduction  applied  to  about 
2,300  men? 

Mr.  McArdle.  About  2,700,  I  should  judge.  That  is  a  rou^ 
guess. 

Mr.  Gardner.  Did  this  lesser  reduction  apply  to  1,800? 

Mr.  McArdle.  No  ;  not  so  many. 

Mr.  Gardner.  There  would  be  3,500  men  affected  altogether? 
Would  that  be  a  fair  estimate? 

Mr.  McArdle.  Yes.  I  was  just  going  to  say  that  there  would  be 
probably  600  or  700  in  the  class  that  would  receive  the  2|  per  cent 
approximate  reduction. 

Mr.  Gardner.  When  these  competent  workmen  of  whom  you  speak 
were  unable  to  get  reemployment — ^you  know  to  what  I  allude? 

'Mr.  McArdle.  Yes. 

Mr.  Gardner  (continuing).  Were  they  in  any  cases,  or  in  all 
cases,  men  who  had  been  omcers  of  the  union  or  had  been  known  as 
leaders  of  the  strike  ? 

Mr.  McArdle.  All  that  I  had  in  mind  were;  that  is,  they  were 
local  leaders. 

Mr.  Gardner.  They  were  either  officers  or  men  recognized  as  be- 
ing men  of  influence  m  the  unions? 

Mr.  McArdle.  Yes. 

Mr.  Gardner.  Were  there  many  such  cases  ? 

Mr.  McArdle.  Quite^a  number  of  them^  comparativelv. 

Mr.  Young.  What  do  you  mean  by  "  guite  a  number  ^}  Can  you 
guess  at  it  ?    About  how  many  do  you  think  there  were  ? 

Mr.  McArdle.  Every  town  where  the  strike  took  place  had  a  few. 
Of  course,  I  imagine  there  were  a  great  many  more  than  ever  came  to 
my  notice. 

Mr.  Sterling.  How  do  wages  compare  now  with  wages  before  the 
strike  ? 

Mr.  McArdle.  I  do  not  think  there  is  much  difference.  If  I  may 
be  permitted,  I  would  like  to  recall  the  fact  that,  after  the  reduction 
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of  which  I  speak,  which  was  supposed  to  be  inaugurated  on  the  1st  of 
July,  1909,  I  stated,  as  Mr.  loung  reminded  me,  that  they  were 
forced  to  pay  not  on  a  tonnage  rate,  or  not  on  tibie  basis  of  production 
at  all,  but  on  the  basis  of  a  daily  guarantee,  which  did  not  take  any- 
thing into  consideration  except  the  man's  time  for  some  months. 
Then  I  remember  thatj  about  the  1st  of  October,  or  thereabouts,  they 
did  put  into  effect  their  tonnage  rate,  and  I  think  it  continued  until 
the  spring,  or  about  May  1  of  the  following  year,  when  they  granted 
an  advance. 

The  statements  appearing  in  the  newspapers  at  that  time  as  ema- 
nating from  the  Steel  Corporation  were  to  the  effect  that  that  was  a 
general  advance  in  wages  given  by  the  corporation,  and  I  think  that 
that  scale  of  wages  is  still  m  effect,  so  far  as  I  know,  at  most  of  their 
plants. 

Mr.  Gabdker.  What  has  been  the  effect  of  the  disappearance  of 
these  footnotes  of  which  you  spoke  ? 

Mr.  MgArdi^.  I  do  not  know.  It  depends  entirely,  of  course,  on 
each  specific  mill  and  its  operations.  In  the  case  of  each  one  that  was 
left  out,  if  its  provisions  were  not  lived  up  to  afterwards,  it  meant 
some  loss  to  the  workmen,  because  almost  without  exception  they 
were  put  in  there  for  some  specific  advantage  to  the  workmen. 

Mr.  Beall.  Mr.  McArdle,  what  was  the  status  of  organized  labor 
in  the  steel  industry  at  the  time  the  \jnited  States  Steel  Corporation 
was  organized  ! 

Mr.  Young.  That  would  be  in  1901. 

Mr.  Beaix.  In  1901 ;  yes. 

Mr.  McAedlb.  Yes.  The  mills,  excepting  the  large  steel  mills, 
were  pretty  generally  organized ;  of  course,  not  all.  I  mean  the  cor- 
poration mills.  A  goodly  number  of  the  plants,  a  large  number  of 
the  plants^  were  then  organized.  They  were  organized  at  the  time 
of  this  strike  to  which  I  have  been  referring. 

Mr.  BsAiJi.  Did  the  same  thing  apply  with  reference  to  the  inde- 
pendent companies — to  the  companies  that  did  not  go  into  the  United 
states  Steel  Corporation?  Was  union  labor  recognized  in  them  to 
anv  considerable  extent  in  1901  ? 

Mr.  McAbdo:.  In  1901,  so  far  as  the  western  part  of  the  country 
was  concerned,  there  were  very  few  mills  that  were  not  represented 
in  the  corporation,  outside  of  the  Republic  Iron  &  Steel  Co.  and  the 
independent  plants  that  have  continued  to  operate  as  union  plants. 
The  independents  in  the  sheet  and  tin  business  have  developed  pretty 
largely  since  1901. 

Mr.  Beall.  And,  as  I  understand  your  testimony,  since  1901  organ- 
ized labor  as  organized  labor  has  been  gradually  eliminated  from  the 
steel  industry! 

Mr.  McAm>LB.  Take  the  specific  instances  that  I  can  call  to  mind. 
In  1904  the  mills  in  the  Youngstown  district  belonging  to  the  Car- 
negie Steel  Co.,  which  had  formerly  been  a  part  of  the  American 
Hoop  Co.,  and  which  was  merged  into  the  Carnegie  Steel  Co.  after 
the  lormation  of  the  United  States  Steel  Corporation,  were  operated 
as  union  mills;  that  is,  five  plants,  two  at  Youngstown,  one  at  Green- 
ville, Pa.,  one  at  Girard,  Ohio,  and  one  at  Warren,  Ohio,  were  op- 
erated as  union  plants. 

In  1904  the  Cfamegie  Steel  Co.  made  to  the  amalgamated  associa- 
tion a  proposition  ot  a  new  scale  of  wagep  affecting  those  plant 
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not  affecting  them  in  the  way  that  the^  had  been  affected  by  the 
scale;  that  is,  the  same  wage  rate  applying  in  eadi  plant — but  they 
worked  out  a  scale  of  wages  that  haa  specific  application  to  each  of 
the  mills,  in  each  separate  plant.  That  scale  of  wages  affected  ike 
rates  on  different  sizes  of  iron  and  rolled  steel  from  about  20  to  about 
70  per  cent. 

Mr.  Beall.  Without  going  into  details,  see  if  you  agree  to  this 
general  proposition 

Mr.  McAjkdle.  That  was  as  far  as  I  was  going,  except  to  say  this : 
That,  as  a  result  of  that,  a  strike  was  inaugurated,  which  finally  lost 
those  five  plants;  and  that  wound  up  organized  labor,  so  far  as  the 
iron  and  steel  worker  was  concerned,  in  the  plants  of  the  Carnegie 
Steel  Co.,  and  left  only  the  one  or  two-— one,  I  think — in  the  National 
Tube  Co.,  and  the  plant  in  the  American  Sheet  &  Tin  Plate  Co., 
and  two  or  three  dinerent  times  during  that  mills  had  been  drc^ped 
by  the  American  Sheet  &  Tin  Plate  Co.;  and  this  plant  I  refer  to 
by  the  National  Tube  Co.,  until  the  present  instance  of  which  I 
spoke,  which  wiped  them  all  out. 

Mr.  Beall.  Let  me  see  if  this  general  statement  is  correct :  That  in 
1901,  when  the  United  States  Steel  Corporation  was  organized,  or- 
ganized labor  was  recognized  and  represented  in  the  steel  industry 
generally.    Is  that  right  ? 

Mr.  McAfipiiE.  No;  I  would  liot  say  generally;  because  it  was  not 
represented  in  such  plants  as  the  Homestead,  Braddock,  Duquesne. 
and  Rankin,  and  those  places. 

Mr.  Beall.  It  was  represented,  then,  to  a  very  considerable  extent  ? 

Mr.  McArdle.  Yes,  sir. 

Mr.  Beall.  Since  1901  organized  labor,  as  an  organization,  has 
been  eliminated  very  largely  from  the  steel  industry? 

Mr.  McArdle.  Yes,  sir. 

Mr.  Beall.  Tell  me  whether  or  not  the  United  States  Steel  Cor- 

{>oraiion  took  the  initiative  in  this  work  of  eliminating  or^ganized 
abor  since  the  United  States  Steel  Corporation  was  incorporated? 

Mr.  Reed.  He  has  already  testified  that  Jones  &  Laughlin  put  an 
end  to  it  in  1897 — four  years  before. 

Mr.  Beall.  Yes. 

But,  aniong  the  corporations  that  in  1901  recognized  organized 
labor,  which  of  those  corporations  since  that  time  has  taken  the  inia- 
tive  in  eliminating  the  organization  of  labor? 

Mr.  McArdi^,  Yes.  I  would  say  to  that  question  that  the  United 
States  Steel  Corporation  has  taken  the  initiative;  that  the  United 
State?  Steel  Corporation  has  usually  been  held  up  as  the  reas(m  for 
independent  firms  refusing  either  to  continue  their  relatioos  with 
the  organization,  such  as  the  Youngstown  Sheet  &  Tube,  whidi  I 
cited,  or  for  their  opposition  to  the  men  join^ig  the  organization, 
because  of  their  professed  inability  to  compete  wah  the  organization 
while  running  its  plants  so  gisnerally  on  a  nonunion  basis. 

Mr.  Beall.  The  independents  usually  followed  in  the  footsteps  of 
the  Steel  Corporation  in  that  regard? 

Mr.  McAjsdlb.  Yes. 

Mr.  Bealu  Is  there  any  peculiarity  ihhout  the  ste^  ipidu^toy  tiliat 
would  make  organized  labor  an  undesirable  kind  ot  labwt 
.    Mr.  McAiUMUB.  No,  sir, 
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Mr.  Beall.  Is  there  any  other  great  industry  in  the  country  of 
which  you  have  any  knowledge  that  has  occupied  as  hostile  an  atti- 
tude to  organized  labor  as  has  the  United  States  Steel  Corporation  ? 

Mr.  McArdlb.  I  should  judge  not.    I  do  not  have  any  in  mind. 

The  Chairman.  You  spoke  of  the  Welsh  being  the  skilled  men  in 
this  tin-plate  industry  prior  to  its  institution  in  this  count^J^  Do 
any  Welshmen  come  over  now  to  enter  our  American  mills? 

Mr.  McArdle.  Occasionally  you  will  find  Welshmen  coming  direct 
from  Wales  to  enter  the  industry  here. 

The  Chaibkan.  Is  it  an  exceptional  case? 

Mr.  MoArdlb.  Oh,  yes;  very  exceptional. 

The  Chairman.  Do  any  Englishmen  come  here  now  ? 

Mr.  McARDiiB.  Just  about  in  the  same  degree.  I  recall  having  lAet 
but  one  Englishmen  who  has  come  to  this  coimtry  in  the  last  seven 
or  eight  years  to  enter  any  branch  of  the  steel  busmess. 

The  Chairman.  What  countries  are  now  engaged  in  the  business 
of  making  sheet  steel,  for  instance,  such  as  can  be  used  for  tin  plate? 
Where  is  that  industry  found  principally? 

Mr.  McArdle.  In  England  and  Wales;  Wales,  chiefly,  so  far  as  tin 
is  concerned. 

The  Chairman.  And  the  making  of  sheet  steel  ? 

Mr.  McArdle.  In  England  and  Wales. 

llie  Chairman.  Do  they  make  sheet  steel  in  Germany? 

Mr.  McAsaoLB.  I  thing  so;  some. 

The  Chairman.  Do  any  Germans  come  over  here  in  connection 
with  that  industry? 

Mr.  McArdle.  I  have  never  seen  a  German  come  over  here  for  that 
work.    I  have  met  Germans  in  the  mills. 

Mr.  REia).  They  do  not  make  tin  plate  in  Germanj% 

Mr.  McArdle.  I  did  not  say  tin  plate. 

The  Chairman.  I  spoke  of  sheet  steel.  Are  there  any  steel  mills 
of  any  kind  in  the  countries  from  which  these  Poles,  Koumanians, 
and  Syrians  come? 

Mr.  McArdle.  Not  that  I  know  of. 

The  Chairman.  Are  these  men,  in  any  case,  mechanics  ? 

Mr.  McArdle.  That  is  a  question  I  could  not  answer,  except  in  so 
far  as  I  have  come  in  contact  with  them  personally  as  a  worker  in 
the  mills  myself. 

The  Chairman.  You  have  come  in  contact  with  hundreds  of 
thousands  of  them,  have  you  not? 

Mr.  McArdle.  I  would  not  put  the  number  that  large,  Mr.  Chair- 
man, but  I  have  met  a  great  many  of  them. 

The  Chairman.  What  I  was  thinking  about  is  that  you  spoke  of 
being  in  the  mills  at  the  time  of  this  strike,  when  5,000  American 
workmen  were  displaced,  and  about  the  men  coming  in  great  numbers. 

Mr.  McArdle.  I  do  not  think  any  of  those  were  mechanics,  or  espe- 
cially tin  or  steel  workers.  They  were  just  men.  I  do  not  think  they 
pretended  to  be  steel  workers. 

The  Chairman.  Do  you  know  in  what  business  they  had  been  en- 
ga^^  before  they  were  brought  in  from  Pittsburgh  to  these  mills  ? . 

Mr.  McArdia.  No,  sir:  I  oould  not  say  as  to  that.  The  general 
majority  of  them  would  loUow  any  kind  of  business. 

The  Chairman.  What  business  were  they  engaged  in  in  their 
native  country — ^these  Poles,  Boumanians,  Hungarians,  and  Syrians? 
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Mr.  McABDiiE.  I  oould  not  say  as  to  the  Syrians.  My  experi^ioe 
in  the  mills  with  these  men  indicated  that  they  had  always  been 
chiefly  agrarians  or  agriculturists;  that  they  came  from  the  farms. 
And,  by  the  way,  they  wanted  to  get  back  as  soon  as  they  could  get 
the  price. 

The  Chairman.  In  this  country  where  we  have  an  American  scale 
of  life,  and  where  the  American  workman  is  so  much  superior  to  his 
kindred  workman  in  (jermany,  Wales,  England,  and  everywhere  else 
where  they  have  steel  mills  except  here,  how  do  you  account  for  the 
fact  that  none  of  those  skilled  workmen  come  over  here  to  enjoy  these 
blessings,  and  that  they  are  employing  these  farm  hands  from  Syria, 
Poland,  Eoumania,  and  other  such  places? 

Mr.  McArdle.  I  think  they  do  not  come  here  because  it  would  not 
better  their  condition  any  to  come  here. 

The  Chairman.  It  would  not  better  their  condition?  Is  not  the 
condition  of  the  American  workman  better  than  that  of  the  Welsh 
and  English  skilled  workman? 

Mr.  MgArdle.  I  could  not  say  as  to  the  Welsh.  I  had  reference  to 
the  continental  Europeans;  but  as  to  the  conditions  in  Wales — ^I  do 
not  know  that  the  wages  are  as  high.  I  could  not  say  as  to  what 
the  relative  purchasing  power  of  their  wages  is,  which,  of  course,  is 
the  determining^  factor  as  to  what  their  wages  are;  but  the  conditions 
of  employment  in  many  of  the  American  mills  have  been  so  unstable 
and  unsatisfactory  that  it  would  take  a  material  increase  in  wi^es  to 
really  better  their  conditions  from  what  they  have  been  in  Wales 
for  the  last  several  years,  because  they  have  had  fairly  good  employ- 
ment over  there. 

The  Chairman.  Do  you  know  whether  they  are  organized  over 
there  or  not? 

Mr.  McArdle.  Yes,  sir;  they  are. 

The  Chairman.  They  have  organized  labor  in  Wales  and  England 
in  the  steel  business  ? 

Mr.  MgArdus.  Yes,  sir. 

The  Chairman.  Do  you  know  about  the  hours  of  work  in  the  two 
countries  in  the  business  generally  ? 

Mr.  McArdle.  I  think,  so  far  as  tin  is  concerned,  the  hours  would 
be  the  same  as  they  are  here. 

The  Chairman.  I  mean  as  to  the  steel  business  generally. 

Mr.  McArdle.  I  could  not  say  positively  as  to  the  steel  mills. 

The  Chairman.  Do  you  mean  the  Boimianians,  Servians,  Italians, 
that  come  over  here  and  work  in  these  mills  do  not  become  skilled 
workmen  and  remain  here,  but  go  back  to  those  little  farms  from 
which  they  corned 

Mr.  McArdle.  t  would  not  say  that.  If  they  become  skilled  work- 
ers in  the  tin  mill^  it  means  that  they  are  yoimg  men.  An  old  man 
can  not  go  into  thf  tin  and  sheet  business. 

The  Chairman/ Why? 

Mr.  McArdle.  ,  because  he  can  not  stand  the  work. 

The  CHAiRMAii.  Is  it  that  strenuous  ? 

Mr.  McArdle.  It  is  that  strenuous;  and,  at  the  rate  it  is  going 
now,  an  old  man,  no  matter  what  ajge  he  starts  in,  will  not  stay  m  it. 
I  make  that  statement  in  all  positiveness.  And  in  the  event  of  the 
young  foreigners  that  are  quick  to  pick  up  the  work  and  physically 
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able  to  do  it.  I  would  not  be  willing  to  i^ay  that  they  would  want  to 
go  back  to  the  old  country. 

The  Chair>cak«  Tou  spoke  of  vast  numbers  of  them  wanting  to 
go  back. 

Mr.  McAsDLE.  I  was  speaking  then,  of  course,  of  those  that  I  had 
come  in  contact  with,  who  were  chiefly  of  what  we  call  the  cpnmion- 
labor  class. 

Mr.  Oabdner.  That,  I  presume,  was  so  before  the  strike  as  well 
as  since? 
Mr.  MgArdlb.  Yes ;  it  was  before  the  strike  that  I  was  speaking  of. 
Mr.  l^ABTLETT.  You  referred  to  an  advertisement  in  the  paper  at 
the  time  of  this  strike,  in  which  it  was  stated  that  a  certain  class  of 
people — ^Roumanians,  Poles,  and  Syrians — ^were  preferred.    Why 
were  those  peonle  preferably  to  be  employed  during  that  strike,  in 
your  judgment  ? 
Mr.  McAbdi^e.  In  my  judgment? 

Mr.  Gabdner.  Yes.  I  want  to  know  what  your  judgment  is  on 
that 

Mr.  McArple.  In  my  judgment  it  would  be  because  they  would 
probably  be  more  successful  m  getting  them  to  go  into  the  plant. 

Mr.  nABTLffrr.  Tell  me  what  you  mean  by  that  I  probably  know, 
but  I  would  like  to  have  you  e^lain  what  you  mean  oy  that — while 
the  strike 'was  going  on. 

Mr.  McArdle.  Under  those  conditions,  every  time  that  they  hired 
a  lot  of  these  men,  or  had  them  ready  to  take  to  one  of  their  plants, 
the  representatives  of  the  organization,  if  the  opportunity  presentea 
itself,  tried  to  dissuade  them  from  going. 
Mr.  Babtlett.  What  organization? 

Mt.'McAbdlb.  The  labor  organization.  They  tried  to  explain  the 
conditions  that  were  existing  there,  what  the  strike  was  about,  and 
to  prevail  on  them  not  to  accept  employment  under  those  conditions. 
Our  experience  was  that  there  were  a  great  many  of  those  men  who, 
is^hen  we  attempted  to  talk  to  them  about  that,  could  not  under- 
stand us. 

Mr.  Bartlbtt.  They  did  not  understand  the  language  or  they  did 
not  understand  your  purpose? 
Mr.  MoAsDLE.  They  did  not  understand  the  language. 
lir.  BARTLEirr.  You  think  that  was  one  reason,  then,  why  they 
were  more  preferable — ^because  they  could  not  be  informed  of  the 
purposes  of  organized  labor,  and  therefore  kept  away? 
Mr.  McAbdle.  I  would  take  that  to  have  been ;  yes. 
Mr.  Bartlbtt.  Is  it  not  a  fact  also  that  they  were  not  generally 
or  were  very  rarely  members  of  your  organization? 

Mr.  McAedlb.  There  was  no  danger  of  their  getting  members  of 
our  organization.  There  would  not  be  any  doubt  about  that,  because 
those  members  of  our  organization  that  did  not  want  to  stay  with 
the  organization  preferred  to  go  back  and  accept  employment  under 
the  terms  of  the  company,  and  they  would  not  need  to  be  advertised 
for.  The  advertisements  were  placed  in  the  ^  Pittsburgh  papers, 
where  there  were  no  members  of  the  organization  that  engaged  in 
that  branch  of  the  trade.    Of  course  the  paper  circulated  outside  of 
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there,  too,  but  then  I  take  it  their  eiforts  were  chiefly  to  recruit  moi 
from  the  more  densely  populated  district  of  Pittsburgh. 

Mr.  Bartlett.  Were  those  advertisements  published  in  other  lan- 
guages tiian  the  English  language!  Do  you  know  anything  about 
Qiat! 

Mr.  MgAbdle.  Not  that  I  know  of,  except  as  I  heard  it  specified 
here  the  other  day  that  it  was  published  in  a  German  paper. 

Mr.  Bartlett.  jDo  people  of  that  kind  that  were  preferred  gen- 
erally speak  the  German  language,  as  you  understand  itt 

Mr.  MgAbdle.  I  think  a  great  many  of  the  Poles  do.  I  do  not 
think  the  Syrians  do.  It  would  not  foUow,  of  course,  that  they  read 
the  paper  it  they  did  speak  the  German  language.    I  do  not  know. 

Mr.  Beall.  You  spoke  of  the  strenuous  character  of  this  work  in 
the  mill.  What,  in  your  judgment,  would  be  the  ordinary  period  of 
efficiency  for  an  able-bodied  man  that  entered  one  of  these  mills  I 

Mr.  McArdle.  At  the  present  time? 

Mr.  Beall.  At  any  time  that  you  had  knowledge  of. 

Mr.  MgAbdle.  Under  the  old  regime — the  system  for  a  long  num- 
ber of  years — ^this  work  was  regulated  by  an  output ;  that  is,  a  fixed 
tonnage  per  turn. 

Mr.  Young.  By  "  turn ''  you  mean  a  working  day  ? 

Mr.  MgAedle.  Yes;  a  turn  would  be  eight  hours — ^three  shifts. 
Tlie  ^stem  was  to  work  11  eight-hour  shifts  per  week.  The  day  turn 
woula  work  six  and  the  middle  and  last  turns  would  work  five  each, 
and  until  six  or  seven  years  ago  there  was  a  limit  of  either  the  tons  or 
the  pounds,  rather,  or  number  of  bars  to  be  worked  in  that  given 
pmod. 

There  was  a  gradual  increase  for  a  time  of  that  amoimt  of  work, 
and  then,  finally,  after  a  long  insistence  on  the  part  of  the  manufac- 
turers, the  limit  was  thrown  off  and  the  men  were  expected  to  pro- 
duce whatever  they  were  able  to  produce  or  whatever  the  machinery 
would  permit.  Being  paid,  of  course,  on  the  tonnage  basis  there 
was  that  incentive  also  to  larger  earnings. 

As  a  result  of  that,  I  take  it,  it  would  be  conservative  to  say  that 
the  output  has  been  increased  from  75  to  100  per  cent,  with  the  same 

Eiece  of  machinery,  with  the  possible  exception  that  the  machinery 
ad  been  strengthened :  but  the  character  of  machinery,  aside  from 
that^  and  the  method  oi  operation  remained  unchanged. 

Mr.  Beall.  I  do  not  know  whether  you  exactly  caught  the  point 
of  my  question  or  not. 

It  occurred  to  me  that,  in  performing  that  character  of  work,  there 
was,  necessaril}r,  a  very  ^reat  strain  upon  the  vitality  of  the  men. 

Take  a  man  in  his  prmie  and  let  hmi  engage  in  that  sort  of  work, 
what  in  your  judgment,  would  be  his  period  of  efficiency  as  a  work- 
manf 

Mr.  MgAbdle.  If  I  were  to  say  now  that  a  man  was  to  go  into  the 
tin  mills 

Mr.  Beall..  As  a  human  working  machine,  I  mean;  what,  in  your 
judgment,  would  be  his  period  of  efficiency  ? 

Mr.  MgAbdle.  If  I  were  to  say  that  a  young  man  in  ordinaiy 
robust  health  and  of  ordinary  physiaue  were  to  go  into  a  tin  mill 
or  sheet  mill  to-day  at  25,  and  be  steaaily  employed  according  to  the 
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prevailing  practice,  he  would  be  unfit  for  the  work  at  40  or  42  years 
of  age. 

Mr.  Beall.  Theperiod  of  efficiency  is  from  15  to  17  years,  then? 

Mr.  Qabdner.  What  would  happen  to  him  then  ? 

Mr.  McArdle.  What  would  happen? 

Mr.  Gabdner.  Yes ;  what  woula  nappen  to  him  ? 

Mr.  McAbdle.  I  do  not  know  what  would  happen  to  him,  ex- 
cent 

Mr.  Gabdneb.  What  does  happen  to  him? 

Mr.  MgAbdlb.  I  think  he  would  have  to  get  out  of  that  trade. 

Mr.  Gabdner.  That  is,  he  would  not,  by  that  time,  have  had  a 
chance  for  promotion  into  some  easier  land  of  work,  some  less 
arduous  kind  of  work?    He  would  not  have  acquired  more  skill  ? 

Mr.  McAbdle.  I  am  assuming,  Mr.  Gardner,  that  he  would  in  that 
time,  of  course,  run  the  gamut  of  promotion  in  that  particular  line  of 
business.    He  ought  to. 

Mr.  Gabdneb.  As  a  matter  of  fact,  how  old  a  man  did  you  ever 
know  under  those  conditions? 

Mr.  McAbdle.  Oh,  I  have  known  men  past  60* 

Mr.  Gabdneb.  Those  were  in  the  business  when  there  was  a  limited 
output  ? 

Mr.  McAbdle.  Yes,  sir.  There  mav  possibly  be  some  of  them 
banging  on  yet  that  are  that  old :  but  where  they  do,  I  think  it  would 
probably  be  found  that,  unless  ne  was  an  extraordinary  man,  he  is 
either  splitting  up  on  a  job  with  some  one  else  or  helping  some  one 
else ;  that  is,  that  he  is  not  doing  what  is  ordinarily  regarded  as  one 
man's  labor. 

Mr.  Young.  I  understand  this  work  is  very  rapid. 

Mr.  McAbdle.  Yes,  sir. 

Mr.  Bartlett.  Did  you  ever  investigate,  or  do  you  know,  the  por- 
tion labor  gets  out  of  any  particular  unit  of  production,  taking  a 
ton  of  this  sheet  iron,  for  example  ? 

Mr.  McAbdle.  No,  sir;  I  never  went  into  that. 

Mr.  Babtlett.  You  do  not  know  ? 

Mr.  McAbdle.  No. 

The  Chaibhan.  How  many  tons  will  those  machines  produce  in  a 
dav?    Yqu  spoke  of  going  there  on  a  tonnage  basis? 

Mr.  McAbdle.  That  varies  very  largely. 

The  Chaibman.  I  mean  the  average  machine? 

Mr.  Heed.  That  depends  on  the  gauge,  does  it  not? 

Mr.  McAbdle.  Yes.  It  goes  by  gauge,  you  know;  and  a  small  ton- 
nage might  represent  much  more  labor  and  physical  exertion  than  a 
larger  tonnage,  depending  entirely  upon  the 

The  Chaibman  (interposing).  Depending  upon  the  thickness  of 
the  plate  ? 

Mr.  McAbdle.  Yes ;  and  the  kind  of  mill  it  is  worked  in. 

Mr.  Young.  Does  not  the  rate  per  ton  vary  with  those  different 
conditions? 

Mr.  McAbdle.  Yes,  sir. 

The  Chaibman.  That  is  all  Mr.  McArdle.    Thank  you. 

We  will  take  our  recess  at  this  point. 

Whereupon,  at  1  o'clock  and  5  minutes,  the  committee  took  a  re- 
until  2.30  o'clock  p.  m. 
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ADDENDA  TO  STATEMENT  OF  P.  J.  MoABDLE. 

BXHIBTT  1. 
A  STATEMBITT  AlTD  AFKIDAVIT  -BT  UJ&WSLLYlf  LEWIS. 

Sevend  organizers  for  the  Amalgamated  Association  ot  Iron,  Steel,  and  Tin 
Workers  went  to  Vandergrlft,  Pa.,  about  July  1,  1909,  leaving  Mr.  George 
Bvans,  William  Hilton,  and  George  Bender  there,  while  I  went  to  Pittsburgh  Id 
the  Interest  of  the  organization.  I  relumed  to  Vandergrlft  Friday,  July  9. 
In  going  up  on  the  train  I  met  Mr.  A.  Jenkins  and  Forney  James,  organizers 
of  the  United  Mine  Worb;ers  of  America,  who  informed  me  that  they  were 
going  to  Vandergrlft,  as  they  were  going  to  see  some  of  the  m^i  working  in 
the  mines  In  that  viclnfty.  Inviting  me  to  go  with  them,  as  they  knew  some  of 
the  men  employed  in  the  mills.  We  arrived  in  Vandergrlft,  Pa.,  about  noon 
July  9,  made  inquiries  regarding  persons  working  in  the  mill,  and  were  di- 
rected to  Vandergrlft  Heighta  We  went  there  at  once  and  found  the  men  were 
anxious  to  organize. 

Mr.  Jones  and  I  remained  there  about  one  and  a  hfilf  hours,  and  the  mesi 
requested  that  we  return  that  evening  about  6.30  p.  m.  and  they  woold  have  a 
list  of  names  for  us.  I  reported  the  matter  to  the  other  organiters  and  ft  was 
agreed  to  meet  the  men  in  Vandergrlft  Heights.  Mr.  George  Bender,  William 
Hilton,  George  Evans,  and  I  went  to  Vandergrlft  Heights  as  agreed.  On  ar- 
riving there  we  learned  that  the  men  who  we  had  talked  to  had  been  threatened 
with  discharge  and  the  men  were  uneasy,  so  we  decided  to  leave  until  every- 
tlilng  was  in  better  condition  for  the  men  to  talk.  We  were  returning  to  Van- 
dergrlft, Pa.,  when  Lebanna  Steele  and  Mr.  Dunn,  who  were  watchmen  and 
a  minor  bossing  job,  led  a  mob  attacking  u&  I  tried  to  point  ont  to  thein 
that  we  were  there  for  the  purpose  of  discussing  the  question  of  organizatioou 
when  I  was  struck  alongside  of  the  head  witb  a  broom  handle  in  the  hands 
of  Steele,  Mr.  Dunn  smashing  my  glasses  at  the  same  time.  A  number  ot 
others  assaulted  us.  One  of  the  men  in  the  Inob  struck  at  Mr.  HUton  witli  a 
knife.  We  were  then  taken  down  through  the  principal  streets  of  Validergrift 
by  Mr.  Steele  and  Dunn  and  the  mob  following.  We  were  then  placed  on  a 
train  with  a  warning  never  to  return.  And  up  to  the  present  time  it  is  unsafe 
to  enter  the  town,  as  you  are  in  danger  of  being  attacked  at:  any  moment  We 
have  failed  to  secure  a  hall  or  a  vacant  lot  to  hold  a  meeting  because  tbe 
property  owners  are  afraid  the  American  Sheet  A  Tin  Plate  €k>.  will  make  it 
so  unpleasant  that  they  will  be  compelled  to  leave  the  community. 

LiEWELLTH  Lewis. 

State  of  Pennsylvania,  County  of  Allegheny,  ss: 

Before  me,  the  subscriber,  a  notary  public  of  the  State  and  county  aforesaid, 
personally  appeared  Llewellyn  Lewis,  the  deponent  named  In  the  statement 
on  the  opposite  side  of  this  page,  who,  being  duly  sworn  according  to  law. 
doth  depose  and  say  that  the  facts  set  forth  in  the  foregoing  statement  are 
true,  to  the  best  of  his  knowledge  and  belief. 

Sworn  and  subscribed  this  29th  day  of  December,  A«  D.  1909,  before  me. 

[seal.]  Eva  A.  Mllne, 

Notary  PmbUc, 


Exhibit  2. 
affidavit  of  bobebt  edwabds. 

State  of  Pennsylvania,  County  of  Allegheny,  as: 

Before  iiie,  a  notary  jmblic  in  and  for  said  county  and  State,  ffersonnVy 
appeared  Robert  Edwards,  of  Martins  Ferry,  State  of  Ohio,  who,  being  diily 
sworn  by  ine,  deiiosetli  and  says:  That  on  July  8,  1909,  he  was  engaged  as  ai. 
organizer  for  the  Amalgamated  Association  of  Iron,  Steel,  and  Tin  Workers  of 
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Korth  America,  and  was  sent  by  said  organization  to  Vandergrift  and  Apollo, 
In  the  State  of  Pennsylyanla ;  and  that  while  serving  In  that  capacity  on  or 
about  July  22  he  was  engaged  in  the  distribution  of  circulars  among  the  mill 
men  In  the  borough  of  ^'andergrlft,  and  while  so  engaged  he  was  on  the 
afternoon  of  that  day  accosted  on  the  streets  of  Vandergrift  by  one  Jack 
Mclntyre,  who  was  then  employed  as  a  boss  or  foreman  in  the  galvanising 
department  of  the  Vandergrift  mills  of  the  American  Sheet  &  Tin  Plate  Co.; 
that  Mclntyre,  with  8  or  10  men  to  deponent  unknown,  asked  him  what  his 
business  was,  and  when  told  and  given  copies  of  the  circulars  that  deponent  was 
distributing,  Mclntyre  told  him  that  he  was  not  wanted  In  that  locality  and 
he  must  leave  town ;  that  Mclntyre  and  those  who  were  in  company  with  him 
encircled  him  and  ordered  him  to  go  to  the  depot  and  leave  on  the  next  train ; 
that  while  on  his  way  to  the  depot  he  eluded  the  crowd  and  sought  refuge  in 
the  post  office  until  the  train  left  town.  When  he  came  out  of  the  post  office  he 
was  again  approached  by  Mclntyre  and  told  that  he  must  leave  town  and  not 
return,  and  that  if  he  did  return  he  would  be  taken  out  In  a  box. 

Deponent  further  says  that  he  had  arranged  for  a  public  meeting  to  be  held 
on  a  vacant  lot  rented  by  him  for  that  purpose  in  the  borough  of  Apollo  on  the 
evening  of  July  31,  lOpo ;  that  a  day  prior  to  that  time  Mr.  CJochraA,  from  whom 
the  lot  had  been  rented,  came  to  William  Edwards,  one  of  the  organizers,  who 
had  acted  as  the  representative  of  Robert  Edwards,  and  asked  him  to  surrender 
the  receipt  and  allow  him  (Gbchrnn)  to  return  the  money  paid  for  it,  giving 
as  his  reasoiKs  that  if  he  permitted  the  property  to  be  used  for  a  labor  meeting 
that  bis  business  Interests  in  the  community  would  be  ruined.  The  request 
was  refused  and  the  meeting  held  under  the  protection  of  John  Kennedy,  chief 
of  police  of  the  borough  of  Apollo,  after  advising  deponent  to  go  to  the  meeting 
prc^red  for  trouble. 

After  the  adjournment  of  the  meeting,  at  or  about  7.15  o'clock  p.  m.,  he,  in 
company  with  William  Edwards,  David  Watklns,  Reese  Jones,  John  Edwards, 
and  four  others,  returned  to  the  Parks  Hotel,  where  they  were  registered 
guests;  that  at  or  about  8.30  o'clock  p.  m.  Oscar  Lindqulst,  superintendent  of 
the  Vandergrift  works  of  the  American  Sheet  &  Tin  Plate  Co.,  called  at  the 
hotel  and  asked  for  an  interview  with  him;  that  he,  together  with  William 
ESdwards  and  David  Watkins,  went  to  a  room  with  Lindqulst,  who  asked  them 
what  their  business  was.  On  being  told,  Lindqulst  said  that  they  were  not 
wanted  there  and  that  they  would  have  to  leave.  Deponent  claimed  that  they 
were  exercising  their  rights  as  American  citizens  as  guaranteed  to  them  by 
law.  That  Lindqulst  then  replied  that  his  word  was  law;  that  he  was  the 
Scottish  chief  in  that  valley,  and  that  what  he  said  must  go.  That  Lindqulst 
told  Edwards  and  his  companions  that  he  would  give  them  one  hour  to  get  out 
of  town,  and  that  if  they  failed  to  do  so  he  would  get  them  out  if  he  had  to 
bum  the  hotel  down.  That  while  this  interview  was  taking  place  a  crowd  had 
assembled  on  the  street  outside  the  hotel,  upward  of  200  people  being  present; 
that  the  crowd  remained  about  the  hotel  until  about  12  o'clock  midnight,  when 
Burgess  Steele,  of  Apollo,  came  to  the  hotel  and  told  them  that  his — the  bur- 
gess's—power was  gone  and  that  he  could  not  control  the  crowd  any  longer, 
and  that  they  could  only  be  appeased  by  the  promise  that  the  organizers  would 
leave  town  the  following  morning,  and  that  was  the  only  way  by  which  he 
conid  avert  bloodshed;  that  the  pro&ise  was  given  the  burgess,  and  that  he, 
the  burgess,  in  company  with  another  man,  returned  to  tlie  hotel  on  the  follow- 
ing morning  to  see  that  the  organizers  would  leave  on  the  first  train. 

Deponent  further  says  that  the  borough  of  Apollo  Is  situated  a  distance  of 
about  2  miles  from  the  borough  of  Vandergrift ;  that  they  are  in  different  coun- 
ties; that  Oscar  Llndqnist  resided  then  in  the  borough  of  Vandergrift;  that  a 
large  number  of  the  men  who  composed  the  crowd  that  congregated  about  the 
Parks  Hotel  wete  also  residents  of  the  boroughs  other  than  Apollo. 

Witness  my  hand  and  seal  this  29th  day  of  December,  A.  D.  1909. 

ROBEBT  EDWABDS.      [SEAL.] 

Sworn  to  and  subscribed  before  me  this  29th  day  of  December,  A.  D.  1909. 
[SEAL..]  Eva  a.  Milne,  Ifotary  Public, 

My  appol&tment  dated  April  28,  1909.  My  commission  expires  end  next  8e»* 
flion  of  the  senate. 
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Exhibit  8.  « 

statement  of  j.  d.  fiebce. 

Parks  Hotel,  Apollo,  December  28,  190§. 
Sam  Gompxbs,  President 

Deab  Sib  and  Bbotheb:  Yours,  with  editorial  iDcloeed,  received;  and  is 
reply  would  say  that  if  the  Chicago  Inter-Ocean  or  anyone  else  wishes  to  know 
whether  free  speech  and  free  assembly  are  denied  the  men  employed  by  the 
Steel  Trust,  they  have  only  to  pay  a  visit  to  what  is  known  as  the  Kiski  Valley, 
where  the  American  Sheet  &  Tin  Plate  Ck).  has  mills  located  in  the  boroughs  of 
Leechburg,  Hyde  Park,  and  Vandergrift. 

In  the  early  part  of  last  July  men  representing  the  organization  of  Sheet  and 
Tin  Plate  Workers  came  to  Vandergrift  for  the  purpose  of  meeting  the  nieo 
employed  in  the  mill  at  that  place.  When  it  became  known  to  the  company 
officials  what  these  men  represented  they  were  assaulted  on  the  public  street 
and  driven  from  the  borough  by  hirelings  of  the  trust. 

These  men  then  came  to  Apollo  and  secured  accommodations  at  the  Parks 
Hotel.  When  the  company  learned  of  this  fact  their  r^resoitatlve  got  the 
business  men  of  Apollo  to  sign  a  petition  calling  upon  the  burgess  to  force  th«>se 
union  men  to  leave.  The  burgess  was  willing  to  carry  out  the  wishes  of  the  trust 
officials,  but  the  men  stood  upon  their  constitutional  rights  and  refused  to  go. 
The  trust  officials  then  took  steps  to  prevent  the  union  men  from  getting  anj 
place  where  they  might  meet  the  men  working  in  the  mills  and  talk  with  them. 
The  union  representatives  did  succeed  in  procuring  a  vacant  lot  here  In  Apollo 
for  two  weeks  and  paid  the  rent  for  the  same.  When  it  became  known  to  the 
trust  officials  they  Immedlatdy  took  steps  to  try  and  have  the  lot  taken  away 
from  us  and  prevent  any  meeting  being  held.  By  threats  and  coercion  they 
forced  the  gentleman  who  owned  the  lot  to  attempt  to  return  the  money  he 
had  received  for  the  rental  of  the  lot  and  prevent  any  meetings  being  hrid. 
This  the  owner  tried  to  do,  but  the  union  men  refused  to  give  up  the  lot  and 
went  ahead  planning  the  meetings.  First  meeting  was  held  on  July  90,  1909. 
The  burgess  said  repeatedly  that  he  was  informed  that  if  the  meeting  was 
held,  the  trust  officials  would  break  it  up  and  cause  a  riot  If  necessary. 

The  meeting  was  held  and,  although  an  attempt  was  made  to  interfere^  noth- 
ing serious  occurred  until  after  the  meeting  was  over  and  the  union  men  had 
returned  to  the  Parks  Hotel. 

About  8  o'clbck  that  night  Mr.  Oscar  Lindqulst,  an  official  In  the  trust  mil!  at 
Vandergrift,  appeared  in  front  of  the  hotel  In  an  automobile,  heading  a  mob 
of  about  400  people.  Mr.  Lindqulst  came  into  the  hotel  and,  calling  the  pro- 
prietor to  one  side,  made  a  demand  upon  him  that  he  immediately  tarn  the 
union  men  out  of  his  house,  and  when  the  proprietor  refused,  threatened  that 
he  would  lead  the  mob  and  take  them  out  by  force  and  destroy  the  hot^,  and 
publicly  declared  he  was  the  law  in  this  valley  and  was  backed  by  the  United 
States  Steel  Trust 

The  proprietor  again  refused  his  request,  and  told  Mr.  Lindqulst  the  men 
were  his  guests  and  he  proposed  to  protect  th^n.  If  possible,  against  vlolenoe. 

Mr.  Lindqulst  then  approached  the  chief  Of  police,  John  Kennedy,  and  openly 
offered  him  money  If  he  would  leave  the  place  for  half  an  hour.  This  offer 
was  also  refused,  and  Mr.  Lindqulst  was  told  by  Mr.  Kennedy  that  he  would 
do  everything  in  his  power  to  keep  the  peace.  After  two  or  three  hoars  of 
demonstrations  and  all  kinds  of  threats,  and  finding  that  the  people  refused  to 
be  bullied  by  him  or  his  mob,  Mr.  Lindqulst  and  his  thugs  withdrew. 

At  that  time  there  were  four  employees  of  the  Vandergrift  mill  boarding  at 
the  Parks  Hotel.  Mr.  Lindqulst  immediately  notified  them  that  they  musk 
leave  that  hotel  or  leave  their  jobs;  result,  the  men  had  to  leave. 

Further  orders  were  Issued  by  Mr.  Lindqulst  that  if  any  employee  was  can^t 
talking  or  in  any  way  associating  with  the  union  men  their  Jobs  would  be  up, 
and  several  men  did  lose  their  positions  for  exercising  their  right  to  speak  to 
whom  they  pleased. 

Our  time  on  the  lot  having  expired  and  the  owner  refusing  to  allow  us  the 
use  of  it  any  more,  no  matter  what  we  were  willing  to  pay,  we  sought  other 
quarters  and  quickly  learned  that  the  trust  officials  had  been  busy  and  tried 
to  prevent  us  from  securing  any  place  where  meetings  might  be  h^d. 

We  eventually  found  a  man  whom  the  trust  did  not  own,  and  one  they  coald 
not  frighten,  and  he  rented  the  union  a  room.  Mr.  Lindqulst  tried  to  reach 
this  man  and  buy  him  off,  and  when  he  did  not  succeed  Issued  orders  again 
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that  any  employee  entering  the  union  ball  would  be  discharged,  and  sarronnded 
the  building  with  his  spies.  As  near  as  we  could  learn,  about  SO  men  lost 
their  jobs  for  exercising  their  right  to  spend  their  time  outside  of  the  mill 
where  and  with  whom  they  pleased. 

Wives  of  some  of  the  millmen  were  interested  in  the  union  meetings,  and,  as 
their  husbands  could  not  attend  without  losing  their  Jobs,  the  wives  came  to 
the  meetings.  They  were  reported  by  the  spies  to  Mr.  Lindquist,  and  the  hus- 
bands were  called  into  the  office  and  told  their  wives  must  not  attend  the  labor 
meetings  or  the  husbands  would  lose  their  Jobs.  The  men  did  lose  their  Jobs, 
because  their  wives  exercised  the  right  to  go  where  they  pleased. 

We  succeeded  in  hiring  a  room  at  Leechburg,  paid  a  month's  rent,  and  were 
given  possession  of  the  key.  Two  of  the  union  men  went  to  Leechburg  to  put 
up  notices  of  a  meeting  to  be  held  on  the  following  Weidnesday  evening.  While  ^ 
tacking  the  notices  up  they' were  approached  by  a  trust  official  and  told  they 
could  have  no  meetings  in  Leechburg.  The  men  finished  their  work  and  locked 
the  door.  On  Wednesday  evening  we  returned  to  hold  our  meetings  and  found 
our  notices  and  other  property  on  the  outside  and  the  door  locked  and  barred 
against  usi 

We  found  the  proprietor,  who  runs  a  fruit  store,  and  asked  for  an  explana- 
tion. He  stated  "  that  he  had  been  told  that  if  he  allowed  us  the  use  of  his 
room  for  the  purpose  of  holding  a  labor  meeting,  that  his  business  would  be 
mined."  We  never  obtained  possession  of  the  room,  and  had  to  convict  the 
proprietor  of  brealdng  and  entering  before  we  forced  a  settlement,  the  trust 
showing  that  they  could  force  men  to  commit  a  crime  in  order  to  prevent  a 
labor  meeting,  interfering  with  free  speech  and  free  assembly. 

When  we  could  not  get  the  use  of  our  hall  at  Leechburg,  we  held  our  meeting 
on  the  street  comer  and  promised  the  people  we  would  t>e  with  them  again 
EYiday  night  of  that  week.  When  we  returned  on  Friday  night  we  were  met  by 
the  burgess  and  chairman  of  the  council  and  notified  that  a  special  meeting 
of  the  council  had  been  held  on  Thursday  night  and  an  ordinance  passed  pro- 
hibiting open-air  meetings  without  a  permit  from  the  burgess,  paying  a  dollar 
for  the  same,  permit  to  state  for  what  purpose  the  meeting  was  to  be  held  and  , 
what  was  to  be  said,  and  when  we  applied  for  a  permit  we  were  denied.  Trust 
again  showed  its  power  to  compel  the  borough  officials  to  prevait  free  speech 
and  free  assembly.  We  succeeded,  however,  in  procuring  Odd  Fellows'  Hall, 
and  held  our  meeting  there  and  arranged  with  the  Janitor  for  two  nights  a 
week. 

Mr.  Oscar  Lindquist  is  a  member  of  that  lodge  of  Odd  Fellows,  and  at  a 
special  meeting  held  on  Saturday  night  the  Janitor  was  given  a  severe  lacing 
for  daring  to  allow  a  labor  meeting  to  l>e  held  in  the  hall  and  warned  not  to 
commit  such  an  offense  again,  and  from  that  time  to  the  present  all  avenues 
have  been  closed  in  Leechburg  against  labor  meetings. 

A  minister  at  Leechburg,  by  the  name  of  Rev.  0.  Johnson,  having  heard  of 
the  trouble  we  were  having  with  the  trust,  asked  permission  to  speak  at  our 
hall  in  Apollo.  We  arranged  a  meeting  for  him,  and  he  handled  the  trust  and 
borough  council  without  gloves  for  their  interference  with  free  speech  and  free 
assembly.  After  he  had  closed,  by  request,  he  was  asked  to  speak  again  and 
accepted  the  invitation.  The  minister  has  a  brother-in-law  who  works  as  heater 
in  the  Leechburg  mill,  and  when  the  officials  learned  that  the  minister  had 
spoken  at  our  meeting  the  brother-in-law  was  notified  that  if  the  minister  spoke 
at  another  labor  meeting,  he,  the  brother-in-law,  would  lose  his  Job.  We  have 
not  seen  the  minister  since. 

Labor  Day  coming  on,  arrangements  were  started  to  celebrate  the  day  by  hav- 
ing a  parade  at  Vandergrift  and  a  meeting  to  follow.  This  being  a  legal  holi- 
day, and  having  been  invited  by  the  union  molders  at  Vandergrift  to  Join  with 
them  in  celebrating  the  day,  we  felt  no  one  would  interfere. 

The  burgess  and  members  of  the  council  in  that  borough  are  employees  of  the 
trust*  and  a  few  days  b^ore  Labor  Day  the  borough  was  placarded  with  a 
proclamation  from  the  burgess  stating  that  at  a  meeting  of  the  council  an  ordi- 
nance had  been  passed  prohibiting  meetings  or  parades  of  any  description  from  • 
being  held  upon  either  public  or  private  property  until  such  time  as  the  council 
saw  fit  to  change  the  ordinance. 

That  proclamation  prohibits  a  citizen  of  Vandergrift  from  inviting  friends  to 
meet  them  in  his  own  home.  Is  there  any  interference  there  with  free  speech 
and  free  assembly? 

We  have  never  been  able,  up  to  the  present  time,  to  obtain  a  place  in  Vander- 
grift where  a  labor  meeting  could  be  held.  People  tell  us  frankly  that  they  are 
afraid  to  let  us  have  a  place. 
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The  first  Saturday  night  we  held  our  meeting  in  our  hall  at  Apollo  a  num- 
ber of  trust  thugs  appeared  in  the  meeting  and  tried  to  break  it  op,  and  pb|vl- 
cal  force  had  to  be  used  to  eject  them  from  the  halL  The  trust  In  this  ralley 
not  only  prevents  free  speech  and  free  assembly*  but  denies  their  onployees 
the  right  of  forming  their  own  associates^  tells  their  wives  with  whom  and 
where  they  shall  go,  dictates  where  th^  shaJl  board,  and  above  all  must  not 
associate  with  union  men  or  become  piembers  of  ,a  labor  union. 

Hoping  this  has  covered  the  points  you  requested,  I  remahi. 
Yours,  fraternally, 

J»  D.  PlKBOE, 

General  Organizer,  A.  F.  of  Ij. 


Exhibit  4. 

statement  of  albert  ijncafeb*  t.  j.  paek8,  and  john  kennxdt. 

Pabks  Hotel,  Apollo,  Pa.,  December  28,  199§, 
To  ichom  it  may  concern: 

Having  read  the  statement  of  J.  D.  Pierce  as  regards  condittons  which  bow 
and  in  the  past  exist  in  this  valley,  I  c&n  truthfully  say  titiat  they  are  the  troth 
in  every  particular. 

AtBKmp  VncArm. 

Pabks  HotcSl,  Afollo,  Pa.,  December  28,  19^. 
To  tohom  it  may  concern: 

Having  read  the  statement  of  J.  D.  Pierce  as  to  conditions  existing  in  the 
past  and  at  present  in  this  valley,  I  wish  to  state  that  they  are  absoluely  true. 

Being  proprietor  of  the  Parks  Hotel,  I  can  verifjr  everything  said  and  can  add 
•  the  following  to  the  same : 

That  on  Sunday  morning,  July  31,  the  day  after  the  mob  led  by  *rr.  Ltnd- 
quist  appeared  at  my  hotel,  the  burgess,  Mr.  Steele,  together  with  his  brother 
and  the  superintendent  of  the  trust  mill  at  Saltsburg,  Pa.,  A.  L.  Hammit,  ap- 
peared at  the  hotel,  and  the  burgess  again  ordered  the  union  men  to  leave,  the 
trust  official  offering  them  any  amount  of  money. they  might  name  if  they 
would  go. 

The  burgess  made  it  so  strong  that  the  union  men  decided  it  wise  to  leave 
for  a  few  days  until  the  excitement  died  down,  and  after  refusing  any  assist- 
ance ftom  the  trust  officials  left  my  hotel  and  took  the  train  out  of  Apollo. 

T.  J.  Parkb. 

Parks  Hotel,  Apollo,  Pa.,  December  28,  1909. 
To  tchom  it  may  concern: 

Having  read  the  statement  of  J.  P.  Pierce,  can  truthfully  say  that  his  state- 
ment as  regards  what  occurred  on  the  night  of  July  30  at  the  Parks  Hotd  Ib 
correct. 

John  Kennedy, 
Chief  of  Police  of  Apollo,  Pa. 


Exhibit  5. 

statement  of  h.  v.  ashbauoh. 

Leechbubo,  Pa.,  September  6,  1999. 
Abthub  E.  Holder,  Apollo,  Pa, 

Deab  Sib:  When  meeting  the  other  trustees  I.  O.  O.  F.,  Saturday  evening, 
I  came  up  against  it  badly,  and  could  do  nothing  in  the  way  of  permittins  any 
future  labor  meeting  in  the  I.  O.  O.  F.  Hall ;  so  I  suppose  this  chapter  Ib  ended. 
Yours,  respectfully, 

H.  V.  Ashbauqb,  .  . 
Secretary  and  Trustee  /.  O.  O.  P.,  No.  651. 
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BXHIBIT  6. 
PBOGLAHATION. 

After  congratulating  the  people  of  Vandergrift  and  tbe  adjoining  boroughs 
on  the  measure  of  peace  and  prosperity  which  now  pervades  the  community, 
I  know  that  I  voice  the  s^timent  of  all  good  people  in  saying  that  we  would 
deplore  anything  that  would  mar  the  peace  and  harmony  which  now  pervades 
the  entire  community,  and  this  is  particularly  so  as  regards  Vandergrift  Bor- 
ough. It  is,  therefore,  a  matter  of  regret  that  outside  influences  seem  to  be 
at  work,  the  accomplishment  of  which  would  only  tend  to  disturb  the  peace 
and  order  of  the  borough  of  Vandergrift  I  refer  to  marches,  parades,  meet- 
ings, and  demonstrations  by  persons,  mostly  nonresidents,  and  which  could 
have  UQ  other  effect  than  to  engender  ill  feeling  among  our  citizens  and 
neighbors. 

As  the  corpoirate  officer  of  the  Borough  of  Vandergrift,  Pa.,  charged  with 
the  maintenance  and  peace  of  the  borough,  I  can  not  tolerate  or  permit  any 
such  conditions  to  exist 

Now,  know  ye,  that  I,  James  H.  Chambers,  burgess  of  the  Borough  of  Vander- 
grift, Pa.^  by  and  under  authority  and.  power  in  me  vested  by  law,  do  hereby 
(imtil  such  time  as  may  seem  more  expedient)  forbid  the  assembling  of  per- 
sons in  large  crowds  upon  the  streets,,  alleys,  highways,  or  private  properties, 
and  all  mairches,  parades^  public  meetings,  or  any  other  public  demonstrations 
within  the  borough  limits,  and  all  persons  are  commanded  to  follow  their  usual 
ayocations  in  their  usual  quiet  way. 

GiveD  under  my  hand  and  seal  this  Slst  day  of  August  1909. 

[SKAL.]  James  H.  Chambebs,  Burgess. 


Exhibit  7. 

btatemjsnt  of  messbs.  costin,  heitghul,  hileman,  and  gallagheb. 

Pabk*s  Hotel,  Apollo,  Pa.,  December  28,  1909. 
To  whom  it  may  concern: 

This  is  to  certify  that  we,  the  undersigned,  do  know  that  the  trust  officials 
not  only  try  to  prevent  their  employees  from  attending  union  meetings  or  hsso- 
clating  with  union  men,  but  that  they  also  requested  the  management  of  the 
United  Engineering  Co.  plant  in  Vandergrift  to  try  and  prevent  their  em- 
ployees from  doing  the  same. 

F.   COSTIN. 

B.  L.  Heitchul. 

B.  N.   HiLEMAN. 

Jab.  Gallagheb. 


Supplement  to  Exhibit  7. 


Januaby  19,  1910. 


Mr.  8AMX7KL  Gompebs, 

PreHdent  American  Federation  of  Labor, 

Ouray  Building,  Washington,  D.  C. 

Dkab  Sib  and  Bbotheb:  Referring  further  to  the  documentary  evidence  en- 
titled *' Interference  and  suppression  of  free  speech  and  free  assemblage  by 
the  United  States  Steel  Co."  submitted  to  you,  there  was  a  doubt  in  the  mind 
of  my  colleague,  Mr.  J.  D.  Pierce,  as  to  the  anthenticity  of  the  statement  made 
under  subtitle  "Boycott  threatened."  I  was  confident  when  compiling  this 
statem^t,  that  Mr.  William  C.  Llttlewobd,  chairman  of  the  Molders'  Union 
No.  46  shop  committee,  in  the  employ  of  the  United  Engineering  Co.  at  Vander- 
grlft»  Pa.,  infbrmed  me  as  to  the  statement  in  the  above-indicated  document 
under  the  speclflc  subtitle,  but  in  order  to  be  more  confident  and  to  have  the 
statement  verified,  I  wrote  him  under  date  of  January  8,  in  part,  as  follows : 

"  Win  you  kindly,  at  your  earliest  convenience,  give  me  the  substance  of  the 
conversation  between  yourself,  your  committee,  and  the  management  of  the 
United  Engineering  Co.  at  the  time  that  you  were  discussing  among  yourselves 
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the  matters  that  ^«  were  all  interested  in?  What  did  the  management  say  to 
yoo  concerning  the  probable  loss  of  business  that  might  occur  to  the  United 
Engineering  Go.  if  the  molders  continued  to  enconrage  the  agitation  we  were 
maintaining?  " 

[misprint]  and  Foundry  Go.  pertaining  to  the  matters  of  which  yon  q;»eak, 
I  but  very  significant  statement  in  his  fiivor  of  January  16,  1910 : 

''In  regard  to  the  conversation  that  took  place  between  the  committee  of 
which  I  was  a  member  and  the  management  of  the  United  Bngineering  ft 
Foundry  Co.  pertaining  to  the  matters  of  which  you  speak,  I  beg  to  say,  after 
looking  at  the  question  from  all  sides,  taking  into  consideration  my  duty  to  my 
fellow  workers  and  to  my  organization,  I  can  not  see  my  way  clear  to  pat  same 
In  black  and  white,  especially  when  such  action  might  complicate  an  already 
strained  situation,  and  I  can  assure  you  from  long  residence  and  association 
that  trade  unionism  has  too  precarious  a  hold  in  this  valley  to  take  any  chances 
of  a  struggle  unnecessarily,  especially  when  such  might  mean  the  total  ob- 
livion of  organization  in  the  Kiskiminetas  Valley,  but  could  I  for  a  moment 
believe  that  such  action  would  enhance  the  chances  and  prospects  for  the 
salvation  of  this  black  valley  I  would  with  pleasure  do  all  that  you  ask,  re- 
gardless of  consequences  to  myself.  Trusting  that  you  will  view  the  situa- 
tion, after  this  explanation,  as  I  do,  and  that  you  will  regard  me  as  none  the 
less  frigidly  toward  yourself  and  the  cause  for  this  refusal,    *    *    *.*" 

I  believe  that  this  reply  from  Mr.  Uttlewood  corroborates  the  statement  con- 
tained in  the  subtitle  "  Boycott  threatened." 

Tours,  very  truly,  ABTHtm  R  Holdeb, 

Organiser  American  Federation  of  Lahor. 


BxHiBrr  8. 
[From  the  Labor  Leader,  Lancaster,  Pa..  October  16,  leoo.] 

IN  THE  DABK  KISKI — SHAMEFUL  OONDITIONS  IN  THE  KBT8T0NB  STATE — A.  SITUA- 
TION THAT  SHOULD  BE  KNOWN  TO  EVEBT  CITIZEN  OF  PENNSYLVANIA — LAWLESS 
ACTS  OF  THE  STEEL  TBUST  AND  ITS  TOOLS. 

Editob  Labob  Leadeb,  Lancaster,  Pa,: 

During  the  last  three  months  a  series  of  indignities  and  impositions  have 
been  practiced  upon  the  citizens  in  the  mill  towns  of  the  Allegheny  and  Kicki- 
minetas  Valleys  and  the  work  people  employed  in  the  sheet  and  tin-plate  mills 
of  the  American  Sheet  ft  Tin  Plate  Go.  that  should  be  a  matter  of  record :  First, 
in  order  that  the  history  should  be  remembered;  second,  in  order  to  present 
these  collated  facts  to  the  attention  of  the  governor,  State  department  of  jus- 
tice, and  the  next  general  assembly  in  the  great  State  of  Pennsylvania;  and 
third,  in  order  that  the  people  of  this  great  State  may  become  familiar  with 
the  seriousness  of  the  situation  and  finally  arouse  themselves  suflElciently  to  say 
with  emphasis  that  equal  rights  belong  to  all  the  people  and  not  to  a  few  who 
have  the  audacity  to  set  aside  all  the  fundamental  rights  of  the  many  for 
pecuniary  gain  to  themselves.  • 

In  June  of  this  year  (1909)  the  United  States  Steel  Corporation  issaed  an 
ultimatum  through  its  subsidiary  company — the  American  Sheet  ft  Tin  Plate- 
Co. — that  "  all  of  its  sheet  and  tin-plate  mills  would  be  operated  as  open  shops 
(nonunion) on  and  after  July  1,  1909,  and  that  the  scale  of  prices  to  the  work- 
ers in  the  mills  would  obtain  till  further  notice." 

Up  to  July  1,  1909,  about  60  per  cent  of  the  sheet  tin  plate  production  in  the 
United  States  trust  mills  had  been  made  by  union  men — ^members  of  the  Amal- 
gamated Association  of  Iron,  Steel,  and  Tin  Workers — and  the  scale  of  prices 
was  annually  arranged  by  the  conciliatory  methods  of  collective  bargaining 
between  representatives  of  the  union  men  and  the  managers  of  the  trust  milla 

This  scale  of  prices  also  made  suitable  provision  for  such  sheets  and  plates 
that  were  defective  and  that  would  not  meet  the  anticipated  or  intended  sixes 
ordered,  but  that  would  meet  standard  quality  in  smaller  sizes  after  proper 
cutting  or  shearing;  the  technical  term  of  this  substitution  of  smaller  atieetB 
or  plates  for  larger  ones  is  known  as  cut  downs,  and  the  union  men  were  pro- 
tected by  a  proportionate  scale  for  this  defective  work.  In  short,  they  were 
paid  for  what  work  they  produced. 
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In  the  ao-called  open  mills  of  the  trust,  which  were  actually  all  nonunion, 
and  in  which  no  member  of  any  labor  organization  was  tolerated,  the  produc- 
tion equaled  about  40  per  cent  of  the  total  output  The  scale  of  prices  averaged 
80  per  cent  less  than  In  the  union  mills.  There  was  no  allowance  whatever  for 
defective  sheets  or  "  cut-downs,"  every  bit  of  which  was  termed  scrap,  and  the 
company  virtually  obtained  its  smaller*siz6d  sheets  and  plates  for  nothing,  as 
It  never  gave  any  orders  to  its  nonunion  men  for  small  sizes,  getting  all  of 
such  sizes  from  the  spoiled,  or  alleged  spoiled,  large  sheets.  Such  a  system  was 
and  is  nothing  short  of  barefaced  robbery. 

When  the  trust  issued  its  ultimatum  not  to  recognize  the  amalgamated  asso- 
ciation it  also  arbitrarily  posted  the  reduced  price  of  30  per  cent— or  the  non- 
union scale  with  no  pay  for  "cut-downs" — ^as  the  scale  it  would  pay,  "until 
further  notice,"  thus  giving  no  assurance  that  even  the  reduced  rate,  with  its 
barefaced-robbery  combination,  could  be  depended  upon  for  any  definite  lengtii 
of  time,  but  was  still  dependable  on  the  will  of  the  trust  and  subject  to  other 
reductions  at  any  and  all  times,  whenever  it  so  decreed. 

Since  1804  the  sheet  and  tin  plate  mills  in  the  Kiski  Valley  have  been  black, 
or  nonunion,  hence  the  peculiar  expression  "  the  dark  Klski  Valley,"  and  yet 
the  sun  shines  as  brightly,  the  rain  falls  as  copiously,  the  crops  grow  as  luxu- 
riantly, and  the  birds  sing  as  sweet  in  the  Kiski  as  in  the  other  beautiful  valleys 
of  this  richly  endowed  State 

It  has  been  the  proud  boast  of  trust  autocrats  that  "  No  d d  labor  agitators 

could  visit  the  Kiski,  stop  over  night,  and  go  out  alive,"  and  that  "  they  had  not 
permitted  any  of  the  '  D.  L.  A.'  to  visit  the  region  for  15  years." 

If  a  visitor  from  Mars  tarried  in  the  Kiski  after  associating  with  average 
Ajnericans  in  other  sections,  he  would  most  probably  say,  "  It  is  almost  time 
some  '  D.  L.  A.'  paid  a  visit,  or  some  other  kind  of  agitator  stopped  long  enough 
to  awake  the  residents  from  their  Rip  Van  Winkle  siesta." 

"  Whom  the  gods  wish  to  destroy  they  first  make  mad,"  was  the  way  some 
prosaic  Greek  once  voiced  his  indignation.  It  was  true  then,  it  is  true  now, 
and  the  great  buUy  among  trust  pirates,  for  courtesy  called  the  "  United  States 
Steal,"  has  surely  "  been  made  mad ;"  it  has  ridden  rough  shod  over  American 
investors  and  buncoed  them  with  its  watered  stock ;  it  held  up  bluft  old  Jim  Hill 
with  his  valuable  unearned  increment  in  virgin  ore  lands  in  Minnesota,  Michi- 
gan, and  Wisconsin ;  it  robs  the  railroad  directors  and  the  general  public  through 
the  iniquitous  tariff  schedules  and  dubs  it  protection  to  labor ;  it  bribes,  bullies, 
and  defies  Congressmen  and  Senators;  it  saves  its  pennies  and  buys  judges  to 
render  decisions  in  its  favor ;  it  homswoggled  the  strenuous  Teddy  into  bluffing 
him  to  grant  immunity  from  the  operations  of  the  Sherman  antitrust  law,  when* 
for  an  excuse  to  prevent  Teddy's  panic  from  becoming  worse,  it  gobbled  up  its 
only  real  competitor,  the  Tennessee  Goal  A  Iron  Go.  Surely,  with  so  much  suc- 
cess, and  after  running  amuck  so  long,  it  would  have  been  a  greater  surprise 
if  the  gods  had  allowed  this  tyrannical  buccaneer  to  remain  sane,  but  the  gods 
can  be  depended  upon  to  attend  to  their  business,  and  they  made  Mr.  Steel 
Trust  mad — Chopping  mad. 

Its  next  decree  was  against  organized  labor,  and  on  this  rock  it  will  meet 
its  doom;  for  is  it  not  decreed  that  only  fools  and  lunatics  have  the  temerity 
to  tackle  this  young  giant,  the  valiant  defender  of  freedom  and  equal  rights? 

The  open  shop  (nonunion)  ultimatum  of  the  trust  brought  the  labor  organ- 
izers back  into  the  dark  Kiski  Valley,  and  the  trust  became  exceedingly  wroth 
and  indignant 

When  the  organizers  first  visited  Vandergrift  in  July  of  this  year  they  were 
summarily  ordered  out  of  town.  They  appealed  to  the  law,  and  claimed  defense 
under  the  Gonstitution — ^but  what  is  the  Gonstitution  among  friends?  They 
were  told  in  an  insolent  way  to  go  to  hell ;  that  the  managers  of  the  trust  at 
Vandergrift  were  the  law — kludge,  jury,  and  executioners,  and  no  such  d— d 
nonsense  as  free  si)eech,  free  assemblage,  or  free  solicitation  would  be  tolerated 
In  or  around  the  dark  old  Kiski. 

Five  of  the  organizers  were  driven  so  hard  they  waded  and  swam  the  Kiski 
to  get  out.  On  July  12  Mr.  Llewellyn  Lewis  was  most  brutally  assaulted  while 
on  his  way  to  the  depot.  The  organizers  then  tried  to  get  a  foothold  in  Apollo, 
8  miles  from  Vandergrift;  they  were  unable  to  rent  a  hall,  because  all  the 
owners  were  intimidated  by  the  trust,  but  they  leased  a  lot  for  a  week  and 
advertised  a  meeting,  at  which  the  popular  orator  and  philanthropist,  Raymond 
Robins,  of  Ghicago,  would  speak  on  July  81.    The  meeting  was  held  in  spite 
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of  trust  rowdletf  Interfering,  and  the  organizers  returned  to  their  hotel,  the 
Parks  House,  at  Apollo. 

As  soon  as  It  became  dark,  a  little  after  $  p.  m.,  a  crowd  of  500  men  from 
Vandergrift,  in  Westmoreland  County,  crossed  the  Klski  and  invaded  Apollo, 
Armstrong  (bounty. 

They  were  led  by  Oscar  LindQuist,  the  manager  of  the  trust,  who  incidentally 
is  a  big,  illiterate  Swede,  and  styles  himself  "  the  Scottish  Chief  of  the  Black 
Kiski  Valley." 

Lindquist  drew  his  mob  up  before  the  Parks  Hotel,  and  he  swaggered  In, 
demanding  that  the  proprietor  deliver  up  to  him  the  prgknlzers  of  the  American 
Federation  of  Labor  and  the  Amalgamated  Association.  The  proprietor  refused 
to  do  any  delivering,  but  said  he  would  protect  his  guests:  Th^  threat  was  then 
made  that  if  the  organizers  were  hot  out  of  the  hotel  within  an  hour  tlie  hotel 
would  be  destroyed,  and  his  "black  chief  ship"  made  a  substantial  offer  of 
money  to  the  peace  officer  to  withdraw  from  the  scene  and  out  of  sight — "for 
only  one  hour,"  but  the  peace  officer  did  not  withdraw,  neither  did  ^  organ- 
izers, but  "  Oscar,"  like  the  "  Noble  Duke  of  Tork,"  marched  his  little  army 
back  again.  The  trust  was  staggered  with  such  audacity  and  became  so  alarm^ 
at  the  popular  uproar  that  it  told  Oscar  not  to  behave  so  coarsely  any  more, 
but  the  fact  remained  that  the  spell  had  been  broken,  and  after  15  years*  absence 
labor  organizers  were  back  in  the  Kiski  Valley  to  bring  back  the  light  of  troth 
and  liberty. 

Between  July  31  and  August  81  many  meetings  were  held  at  Apollo  In  an  old 
pool  room,  now  called  Liberty  HaB,  and  max^  mill  men  were  intimidated  by 
the  company  from  attending,  because  some  who  dared  were  instantly  discharged, 
others  were  threatened  with  discharge  if  they  did  not  change  boarding  houses 
where  the  organizers  stopped,  and  a  reign  of  terror  was  instantly  established. 

Arrangements  were  made  to  celebrate  Labor  l>ay  at  Vandergrlft,  but  the 
burgess  (who  Is  an  understudy  in  the  mill  office)  Issued  a  proclamation,  order- 
ing the  people  to  work  on  that  holiday,  set  apart  by  the  State  and  Nation,  and 
"  forbade  anyone  from  parading  or  congregating  on  the  streets  or  alleys,  or  on 
public  or  private  property,"  thus  arbitrarily  exceeding  powers  and  authority  not 
conceded  to  belong  to  Judges  on  the  Federal  bench. 

At  Leechburg  a  hall  was  legally  rented  and  a  meeting  advertised  on  Septem- 
ber 3;  the  trust  saw  the  landlord,  and  the  landlord  repudiated  his  contract, 
barred  the  doors  and  threw  the  organizers*  property  into  the  streets,  compelling 
the  meeting  to  be  held  on  the  streets.  Now,  Mr.  Landlord  Is  held  under  bond 
of  $500  to  answer  the  charge  of  breaking  and  entering  and  breach  of  contract ; 
he  smiles  confidently  and  is  depending  on  the  trust's  treasury  to  defend  him. 
On  the  next  day,  September  4,  the  trust  saw  the  T^eechburg  city  council  and 
ordered  It  to  draft  an  ordinance  to  prevent  free  speech  in  the  streets  of  Leech- 
burg. The  city  council  promptly  obeyed,  most  of  its  members  being  poppets 
in  the  employ  of  the  trust. 

In  September  16  a  free  Methodist  preacher  spoke  at  the  labor  meeting  at 
Apollo,  and  on  the  17th  his  relatives  and  associate  church  members  were  prac- 
tically threatened  by  the  trust  if  the  pastor  dared  to  repeat  the  heresy. 

On  September  16  two  men  were  abusively  discharged  because  their  wives 
dared  to  attend  the  labor  meetings  when  they  did  not  have  the  courage  to  go 
thom  selves 

On  September  25  the  military  band  of  Vandergrlft,  a  small  number  of  yonng 
men,  rehearsed  in  a  hall  and  then  marched  through  the  streets  to  the  baseball 
park;  they  were  arrested  and  charged  with  violation  of  the  burgess^  proclama- 
tion and  fined  $5  for  marching  through  the  streets,  and  so  the  power  of  flie 
trust  goes  marching  along  and  displays  its  madness  by  every  new  asslnlne  act 

The  time  has  now  come  to  ask  the  people  of  Pennsylvania  and  its  officials: 
What  do  you  think  of  it?  What  are  you  going  to  do  about  it?  Whai  will  it  be 
your  turn? 

We  labor  organizers  will  continue  to  defy  the  trusts  and  refuse  to  rest  untu 

freedom  of  speech,  freedom  of  assemblage,  is  restored  to  the  "dark  Kiski 

Valley  "  and  the  people  who  live  there  will  dare  to  live  and  act  like  geiialne 

free  American  citizens  instead  of  serfs  in  a  feudalistlc  age. 

Respectfully,  ,  ^  . 

ABtmm  B.  Hoiiab, 

Gmerta  Organiiier  A.  P.  of  L. 
Appolo,  Pa.,  October  4,  1909. 
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Sttfplsment  to  Bxhibit  8. 
statbment  and  atfidavit  of  d.  p.  boteb. 

Abvoia),  Pa.,  Novemh^  29,  X909. 
To  the  offlcera  of  the  American  Federation  of  Labor. 

GsiTTLEMKir :  I  feel  that  I  can  offer  sometlilDg  that  will  give  your  boaorable 
t>ody  some  Idea  of  the  condition  of  things  in  the  mills  at  Vandergrif t.  I  have 
I>e«n  working  for  the  American  Sheet  &  Tin  Mills  in  Vandergrift,  Hyde  Park, 
Leechburg,  and  the  old  Appolo  mill,  in  the  capacity  of  shearman  for  10  years, 
and  th^  fodnd  no  f^nlt  with  my  wot^.  When  working  at  Hyde  Park,  Septem- 
ber 0-10,  1908,  I  worked  as  shearman,  and  after  paying  my  h^  I  was  in  debt 
5  cents  for  the  two  day& 

When  the  A.  F.  of  L.  opened  its  meeting  in  Apollo,  the  men  of  the  mills  were 
forbidden  to  go  to  those  meetings,  but,  however,  my  wife  and  my  sister-in-law 
went,  and  because  of  this  me  and  my  brother-in-law  were  discharged.  We  were 
reported  by  a  man  that  works  for  the  steel  company.  This  man  is  my  neighbor. 
He  and  his  wife  watched  the  meetings  of  the  Federation,  and  then  he  would 
carry  the  report  to  the  mills. 

If  there  are  any  notes  or  figures  wanted  to  back  this  up,  I  can  furnish  them. 

When  I  was  discharged,  on  September  16,  1909,  there  was  no  fault  to  find, 
only  that  I  would  not  promise  to  keep  my  family  away  from  the  meetings  of 
the  Federation  of  Labor.    This  I  would  not  do,  and  so  I  got  my  time. 

D.  P.  Botes. 

State  of  Pennsylvania,  County  of  Armstrong,  88: 

Before  me,  a  notary  public  in  and  for  said  county  and  State,  personally  ap- 
peared D.  P.  Boyer,  who,  being  dnly  sworn,  says  that  the  foregoing  statements 
are  true  to  the  best  of  his  knowledge  and  belief. 

D.  P.  BOYEB. 

Sworn  to  and  subscribed  this  22d  day  of  November,  1909. 

[BBAi..]  Mary  W.  Henry,  Notary  Public. 

Gemmission  expires  January  16, 1918. 


ESehibit  9. 

EXTRACT  FROM  LETTER  FROM   P.   J.   M*ARDLE. 

Extract  from  letter  from  Mr.  P.  J.  McArdle,  president  of  the  Amalgamated 
Association  of  Iron.  Steel,  and  Tin  Workers,  House  Building,  Pittsburgh,  Pa., 
under  date  of  December  28,  1909 : 

At  Cambridge,  Ohio,  the  men  in  the  miU,  after  having  refused  to  Join  in  the 
strike  (during  July  and  August,  1909),  were  forbidden  by  the  management  to 
converse  with  other  fellow  employees  while  at  work,  as  had  been  their  usual 
custom,  and  were  further  warned  to  stay  off  the  streets  and  remain  at  home 
while  not  on  duty  at  the  mill.  This  latter  for  the  purpose  of  keeping  them  from 
coming  into  contact  with  representatives  of  the  Amalgamated  Association,  who 
were  then  stationed  at  Cambridge. 

AETEH  BECE8S. 

The  committee  resumed  its  session  at  2.30  o'clock  p.  m.,  Hon.  Au- 
gustus O.  Stanley  (chairman)  presiding. 

STATEMENT  OF  J.  J.  HILL. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  Mr.  Hill,  you  were  a  party  to  the  lease  between 
the  United  States  Steel  Corporation  and  what  is  known  as  the  Hill 
ore  lands,  made  a  short  time  after  the  organization  of  the  United 
States  Steel  Corporation  ? 


8152  UNITED  STATES  STEEL  COBPOKATION. 

/  Mr.  HiiiL.  I  was  not  a  ^arty  to  the  lease.  I  carried  on  the  early 
negotiations,  but  the  closing  n^otiations  and  the  making  of  tm 
lease  was  made  entirely  outside  oi  myself. 

The  C^AiRMAK.  It  was  made  by  whom? 

Mr.  Hn^  The  trustees. 
^     The  Chairmak.  By  the  trustees? 

Mr.  Hill.  Yes. 

The  Chairman.  Who  were  the  trustees  ? 

Mr.  Hill.  The  trustees  were  J.  N.  Hill,  L.  W.  HiU,  W.  J.  Hill, 
And  E.  T.  Nichols. 

The  Chairman.  Among  the  Hills  mentioned  there,  J.  J.  Hill  was 
not  one  of  the  trustees} 

Mr.  Hill.  No,  sir. 

The  Chairman.  These  gentlemen  that  you  have  named  were  your 
sons? 

Mr.  Hill.  Three  sons ;  yes,  sir. 

The  Chairman.  They  were  the  trustees  of  what? 

Mr.  Hill.  The  trustees  of  the  property  leased  to  the  steel  company, 
and  additional  property  that  I  had  acquired. 

The  Chajrman.  What  properties  were  they  ? 

Mr.  Hill.  They  were  trustees  for  the  iron-ore  properties  which 
I  had  acquired  on  the  Mesabi  Eange,  some  of  which  were  leased  to 
the  steel  company  and  some  were  leased  to  outside  companies. 

The  Chairman.  What  properties  had  you  acquired,  Mr.  EQU,  on 
the  Mesabi  Eange? 

Mr.  Hill.  The  first  was  some  property  that,  came  with  a  bankrupt 
railway  that  was  started  to  be  built  from  Lake  Superior  west. 

The  Chairman.  What  railway? 

Mr.  Hill.  I  think  it  was  called  the  Duluth  &  Winnipeg,  and  it 
became  bankrupt. 

The  Chairman.  That  Duluth  &  Winnipeg  ran  from  the  Mesabi 
Eange  down  to  a  junction  with  the  Great  Northern,  did  it  not? 

Mr.  Hill.  It  ran  into  Duluth  and  Lake  Superior. 

The  Chairman.  I  mean  into  those  places. 

Mr.  Hill.  Its  terminal  was 

The  Chairman  (interposing).  Its  terminal  was  in  what  place? 

Mr.  Hill.  On  the  lake. 

The  Chairman.  The  Duluth  &  Winnipeg  Eailroad  was  one  con- 
tinuous line  running  from  the  Mesabi  Eange  to  Superior? 

Mr.  Hill.  It  was  intended  to  build  it  from  tne  head  of  Lake 
Superior  to  Crookston,  which  was  in  the  Eed  Eiver  Valley,  about 
260  miles  west  of  the  head  of  the  lake.  It  built,  I  think,  as  nr  as  a 
place  called  Deer  Eiver,  some  miles  west  of  the  Mesabi  Eange. 

The  Chairman.  At  the  time  you  speak  of  did  the  Duluth  &  Win- 
nipeg Eailroad  complete  a  physical  connection  on  its  own  rails  be- 
tween Superior  and  Duluth  and  the  Mesabi  Eange? 

Mr.  Hill.  No,  sir;  it  did  not. 

The  Chairman.  Wliere  did  it  run? 

Mr.  Hill.  It  started  to  build  to  Crookston. 

The  Chairman.  To  Crookston? 

Mr.  Hill.  Yes. 

The  Chairman.  Where  was  that? 

Mr.  Hill.  Crookston  is  in  the  Eed  Eiver  Valley,  about  266  miles 

^st  of  the  head  of  Lake  Superior. 
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The  Chaihman.  How  close  did  this  road  get  to  the  Mesabi  Banket 

Mr.  Hill.  From  what  was  known  as  the  Mesabi  Range  at  mat 
time,  I  should  think  it  got  within  40  or  45  miles  of  it. 

The  Chaibmak.  What  relation  was  there  between  this  railroad 
and  this  body  of  ore  lands?  How  did  they  happen  to  throw  in  the 
ore  lands  with  a  railroad  that  did  not  touch  the  ore  lands! 

Mr.  Hill.  The  parties  who  were  instrumental  in  promoting  the 
railway  were  interested  or  had  in  connection  with  it  a  lot  of  lands 
on  the  Mesabi  Range  called  the  North  Star  Iron  Co.  In  the  pur- 
chase of  that  Duluth  &  Winnipeg  Railway  the  North  Star  Co.'s 
lands  came  with  it— that  is,  something  like  90  per  cent  of  the  stock 
of  the  company.   This  North  Star  Co.  was  an  incorporated  company. 

The  Chaibman.  And  had  lands  on  the  Mesabi  Range  ? 

Mr.  Hnji.  Yes,  sir. 

The  Chaibman.  What  was  the  extent  of  their  holdings  ? 

Mr.  Hill.  I  could  not  say;  about  ten  or  twelve  thousand  acres. 

The  Chaibman.  At  what  time  was  this  ? 

Mr.  Hill.  I  think  we  got  that  property  about  1896  or  1897. 

The  Chaibman.  1896  or  1897  ? 

Mr.  Hill.  Yes,  sir.  There  was  a  rail  connection  between  some  of 
the  mines  and  the  Duluth  &  Winnipeg  Road,  owned  by  some  Michi- 
gan  lumbermen. 

The  Chaibman.  This  North  Star  Co. — ^is  that  what  it  is  called? 

Mr.  Hill.  The  North  Star  Co. 

The  Chaibman.  This  North  Star  Co.  had  certain  undeveloped 
lands  on  the  Mesabi  Range? 

Mr.  Hill.  Yes,  sir. 

The  Chaibman.  Had  they  ever  been  drilled! 

Mr.  Hill.  I  don't  know  that. 

The  Chaibman.  Have  they  ever  been  drilled  since? 

Mr.  Hill.  Some  of  them  have. 

The  Chaibman.  Were  some  of  them  not  drilled  while  under  your 
control  ? 

Mr.  Hill.  No,  sir ;  I  think  not 

The  Chaibman.  Were  they  turned  over  to  the  United  States  Steel 
Corporation  with  these  other  properties? 

Mr.  Hill.  A  portion  of  them  was  included  in  the  lease. 

The  Chaibman.  In  the  lease? 

Mr.  Hill.  Yes,  sir. 

The  Chaibman.  What  became  of  those  that  were  not  included  in 
the  lease  ? 

Mr.  Hill.  The  trustees  held  them. 

The  Chaibman.  To  this  day? 

Mr.  Hill.  Yes,  sir. 

The  Chaib3ian.  Free  from  the  control  of  the  Steel  Corporation  ? 

Mr.  Hill.  The  trustees  held  about  90  per  cent  of  the  stock  of  the 
North  Star  Co.    The  rest  is  held  by  the  original  individuals,  I  think. 

The  Chaibman.  But  I  do  not  understand  you.  What  I  am  trying 
to  get  at  is  what  part  of  these  lands  owned  bjr  the  North  Star  Co., 
which  owned  and  controlled  this  bankrupt  railroad,  the  Duluth  & 
Winnipeg  road,  were  turned  over  to  the  United  States  Steel  Corpo- 
ration— uiose  ten  or  twelve  thousand  acres? 

Mr.  Hill.  I  could  not  say  exactly.  The  lease  would  furnish  that 
accurately. 
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The  Chairman.  I  have  that  here.  The  lease  would  give  me  the 
number,  the  amount  of  the  lands,  and  their  location  by  sections  tnd 
townships?  •  ' 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  But  I  am  not  sufficiently  familiar  with  the  tenns  of 
the  lease,  or  I  am  under  the  impression  that  the  lei^  would  not  give 
me  the  previous  owners  of  the  land  prior  to  the  time  you  turned  it 
over,  or  when  the  Hill  interests  turned  it  over. 

What  I  want'  to  know  is,  how  much  of  the  land  of  this  company, 
of  the  North  Star  Co^  in  which  you  were  interested,  was  tumea  over 
to  the  United  States  Steel  Corporation. 

Mr.  Hill.  I  could  not  answer  that  question,  because  I  do  not  know. 

The  Chairman.  Do  you  know  approximately? 

Mr.  Hill.  It  would  be  a  mere  guess.  I  might  say,  anywhere  from 
three  to  five  thousand  acres. 

The  Chairman.  And  it  was  in  an  unimproved  state  at  that  time? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  You  had  never  put  a  drill  in  it? 

Mr.  Hill.  Not  that  I  know  of. 

The  Chairman.  Do  you  know  anything  about  whether  it  has  any 
ore  under  it  or  not? 

Mr.  Hill.  Well,  there  were  reports  that  some  of  it  had,  and  some  if 
it  lay — a  small  portion — within  the  zone  known  as  the  ore  belt. 

The  Chairman.  Whatever  of  this  three  or  five  thousand  acres  the 
Steel  Corporation  got  were  taken  under  the  terms  of  this  lease,  by 
whi<?h  they  were  to  pay  85  cents  a  ton,  I  believe? 

Mr.  Hill.  $1.65. 

The  Chairman.  $1.65  a  ton  ? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  For  the  ore  ? 

Mr.  Hill.  And  transportation. 

The  Chairman.  $1.65  a  ton  and  transportation? 

Mr.  Hill.  No  ;  that  included  the  transportation  and  dockage* 

The  Chairman.  That  was  for  the  first  year  it  was  tiransported? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  And  4  per  cent  additional  for  each  year  there* 
after?    Is  that  right? 

Mr.  Hill.  Three  cents  and  four  mills. 

The  Chairman.  Three  cents  and  four  mills  per  ton  ? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  For  every  ton,  each  succeeding  year? 

Mr.  Hill.  Each  succeeding  year.  That  $1.65  would  be  for  all  ore 
carrying  59  per  cent  metallic  iron. 

The  Chairman.  I  see. 

Mr.  Hill.  With  a  sliding  scale.  So  much  for  each  unit  of  iron 
above  or  below.  That  below  would  be  deducted  and  anything  above 
69  would  be  added. 

The  Chairman.  What  amount  was  added  per  unit  of  iron? 

Mr.  Hill.  The  amount  added  ? 

The  Chairman.  Yes. 

Mr.  Hill.  I  think  it  was  4  cents  and  8  mills^  speaking  from  recol- 
lection. 

The  Chairman.  At  that  rate,  if  you  had  found  ore  with  100  per 
cent  iron — you  never  find  such  ore? 
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Mr.  Hill.  No. 

The  Chairman.  It  would  have  been  $4.80  a  ton  ? 

Mr.  Hill.  No ;  if  you  found  ore  that  carried  60, 4  cents  and  8  mills 
would  be  added  to  the  price  of  the  59. 

The  Chairman.  I  see.  Four  cents  and  eight  mills  would  be  added 
for  each  unit  of  iron  above  69  per  cent. 

Mr.  Hill.  Yes,  sir.  It  may  be  a  small  fraction,  one  way  or  the 
other,  from  4  cents  and  8  mills;  but  it  is  about  that  fi^re.  Then, 
ore  below  59  would  be  deducted  at  the  rate  of  4  cents  and  8  mills. 

The  Chairman.  Now,  the  Hill  interests  leased  to  the  United  States 
Steel  Corporation  practically  how  many  tons  of  ore? 

Mr.  Hill.  I  think  I  can  make  it  a  little  plainer. 

The  Chairman.  How  many  did  you  contemplate  you  had? 

Mr.  Hill.  I  think  I  can  make  it  a  little  plainer,  by  stating  the  way 
that  we  came  to  own  that  ore,  just  how  we  got  it. 

There  was  a  railway  belonging  to  Wright  &  Davis,  Michigan  lum- 
bermen, which  connected  with  the  Duluth  &  Winnipeg:  They  owned 
somewhere  in  the  neighborhood  of  25,000  acres  of  land  that  was 
particularly  well  situated  on  the  range. 

One  mine — possibly  more  than  one,  but  one  mine — opened  on  their 
land,  and  was  a  large  shipper.  That  ore  came  down  over  the  lum- 
bermen's road  to  a  connection  with  the  road  that  we  bought  and 
finished  through  to  the  Red  River  Valley. 

My  son  was  in  charge  of  the  Eastern  Minnesota,  which  was  a  sub- 
sidiary line  owned  by  the  Great  Northern.  He  was  very  anxious  that 
I  should  come  up  and  look  the  ground  over.  He  attached  a  great 
deal  of  importance  to  the  transportation  of  the  ore.  He  had  met 
Mr.  Wriffht  and  had  an  understanding  with  him  that  if  they  sold 
they  would  give  us  an  opportunity  to  purchase  it. 

The  Chairman.  Who  do  you  mean  by  "  us,"  Mr.  Hill  ? 

Mr.  Hill.  Well,  myself.  I  had  never  been  up  on  the  range.  I 
went  up  and  I  saw  this  Mahoning  mine.  It  is  the  largest  mine  prob- 
ably on  the  range. 

I  told  him  to  take  it  up  with  Messrs.  Wright  &  Davis  at  any  time 
he  was  ready  and  to  see  what  he  could  do. 

Shortly  after,  he  got  a  communication  from  them  that  they  were 
about  to  dispose  of  it  to  the  Consolidated  Co. 

Mr.  YouNO.  The  Consolidated  Mines  Co.  ? 

Mr.  Hill.  Yes,  sir;  and  afterwards  known  as  the  Rockefeller  Co. 
Of  course  if  they  bought  it  they  would  transport  it  over  their  own 
railway.  There  was  very  little  business  on  that  road  for  the  first  160 
miles  outside  of  the  ore. 

Within  a  short  time,  by  api>ointment,  I  met  Wright  and  Davis  in 
Chicago.  Mr.  Wright  was  quite  an  old  man,  and  he  was  anxious  to 
close  out  his  entire  interests  on  the  Mesabe,  the  railroad  and  the  ore 
lands.  He  also  had  some  uncut  pine.  This  was  originally  pine  land. 
They  bought  it  for  that  purpose. 

Some  of  it  they  had  disposed  of  and  agreed  to  cut  and  deliver  the 
logs  to  the  Mississippi  River  at  Swans  River.  He  wanted  me  to  pur- 
chase the  whole  outnt,  including  his  contract  His  contract  was  with 
Mr.  Warehouser,  or  the  Warehouser  Co.  Mr.  Warehouser  expressed 
his  willingness  that  if  I  assumed  the  contract  he  would  consent  to 
the  transfer. 

17042— No.  48—12 4 
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I4  that  way  I  bought  the  Wright  &  Davis  property,  aboat  25,000 
acres* 

My  SODS  added  to  it  by  lease  and  purchase  from  time  to  time  I 
should  think  somewhere  in  the  neighborhood  of  2,500  or  2,800  acres. 

The  Chaibman.  At  the  time  you  made  this  purchase  from  Wright 
&  Davis,  what  mines  were  actively  operating  m  all  that  25,000  acres 
at  that  time  ? 

Mr.  Hill.  The  Mahoning  mine. 

The  Chairman.  That  is,  the  Mahoning  and  the  Hull  Rust? 

Mr.  Hill.  They  are  alongside.  The  Hull  Sust  is  alongside  the 
Mahoning. 

The  Chairman.  It  is  all  one  vast  opening,  and  it  is  only  an  imagi- 
nary line  that  separates  them? 

Mr.  Hill.  They  are  divided  by  the  jjaroperty  line. 

The  Chairman.  You  can  not  tell  with  the  naked  eye  what  is  Hull 
Bust  and  what  Mahoning  ? 

Mr.  Hnx.  They  are  both  opened  now.  There  is  a  core,  practically, 
that  they  cut  out  that  is  divided  among  themselves  and  they  adjust 
the  quantities. 

The  Chairman.  What  I  was  trying  to  get  at  was  were  both  the 
Hull  Eust  and  the  Mahoning 

Mr.  Hill  (interposing).  They  are  the  same  deposit 

The  Chairman.  Were  Doth  the  Mahoning  and  the  Hull  Rust  mines 
stripped  at  the  time  you  made  this  purchase? 

Mr.  Hill.  Hull  Rust  was  not ;  there  was  nothing  done.  That  was 
covered  with  stumps  and  some  imcut  pine,  if  I  remember  ri&;fat. 

The  Chairman.  Had  it  been  drilled ;  had  it  been  explored? 

Mr.  Hnji.  Not  that  I  know  of.  I  do  not  know  whether  the  Ma- 
honing was  opened  up  practically  to  the  boundary  line. 

The  Chairman.  What  is  the  tonnage  of  that  mine— of  the  Ma- 
honing ? 

Mr.  Hill.  It  is  hard  to  say  what  the  tonnage  is  in  a  mine  under  the 
ground. 

The  Chairman.  It  was  drilled  at  that  time,  was  it  not  ? 

Mr.  Hill.  Yes ;  but  the  drilling  is  approximate. 

The  Chairman.  You  know  by  the  light  of  subsequent  events. 
What  is  the  estimated  tonnage  now  ? 

Mr.  Hill.  The  estimated  tonnage,  according  to  the  Minnesota  tax 
commission's  report,  I  think  is  about  85,000.000  tons. 

The  Chairman.  How  many  tons  have  oeen  removed  from  that 
mine? 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  About  20^000,000,  is  it  not? 

Mr.  Hill.  I  should  not  think  quite  20,000,000 ;  mavbe  there  is. 

The  Chairman.  At  the  time  you  acquired  the  Manoning  mine,  did 
you  acquire  freehold  to  it — ^the  fee  to  the  mine  ? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  Was  it  not  under  lease? 

Mr.  Hill.  It  was. 

The  Chairman.  You  acquired  the  fee  subject  to  this  lease,  did  yoa 
not  ? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  To  whom  was  it  leased  ? 
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Mr.  HiLU  The  Mahoning  Mining  Co.,  I  think,  is  the  name  of  the 
lessee. 

The  Chaibman.  How  long  did  that  lease  run ! 

Mr.  Hnx.  Oh,  I  do  not  recalL 

The  Chaibman.  Fifty  years? 

Mr.  HiLjL.  I  think  it  runs  until  the  ore  is  mined  out. 

The  Chairman.  It  is  not  confined  to  60  years }  Was  it  not  to  be 
mined  out  in  50  years! 

Mr.  Hnx.  I  do  not  think  that  lease  is  confined  to  50  years.  I  think 
it  has  longer  to  run.    I  am  speaking  now  from  recoUecticm. 

The  Chaibman.  The  lease  provides  that  the  lessees  are  to  have 
the  privilege  of  taking  it  out  and  to  pay  so  much  royalty ! 

]^.  Hill.  That  is  as  I  understand  it.    I  have  never  read  the  lease. 

The  Chairman.  What  is  the  royalty  paid! 

Mr.  Hill.  It  is  a  sliding  scale. 

The  Chairman.  Starting  with  12^  cents  a  ton ! 

Mr.  Hill.  I  think  it  starts  at  27i,  and  it  is  reduced  in  proportion 
to  the. amount  mined  in  each  year. 

The  Chairman.  If  there  is  none  mined,  what  is  the  minimum! 

Mr.  Hnx.  That  I  do  not  recall. 

The  Chairman.  Is  it  not  12^  cents ! 

Mr.  Hux.  The  lower  price! 

The  Chairman.  Yes. 

Mr.  Hill.  It  may  be  15  and  it  may  be  12|.  I  never  saw  the  lease; 
I  never  read  it. 

The  Chairman.  Is  that  Mahoning  mine  a  Bessemer  or  non-Besse- 
mer ore! 

Mr.  HiUi.  There  is  both  Bessemer  and  non-Bessemer  in  tl^at  mine. 
It  is  a  very  good  quality  of  iron.  The  physical  structure  is  fine.  I 
mean  by  mat,  the  particles  are  fine,  small.  It  is  not  known  as  a 
coarse  ore. 

The  Chairman.  What  is  the  per  cent  of  iron  in  it! 

Mr.  Hill.  The  contents! 

The  Chairman.  Yes. 

Mr.  Hiu:^  Oh,  thejr  vary. 

The  Chairman.  You  have  considerable  ore  in  that  mine  61,  62, 
or  63  per  cent  iron! 

Mr.  Hill.  Oh,  yes.  I  think  it  will  run  from  68  to  66.  That  is 
just  my  offhand  judgment. 

The  Chairman.  ML  you  could  do  was  to  transfer  your  lease  in 
that  case! 

Mr.  Hill.  That  is  all. 

The  Chairman.  To  whom  was  that  ore  leased ! 

Mr.  Hnx.  To  whom! 

The  Chairman.  Yes.    Who  had  the  privilege  of  taking  it  out ! 

Mr.  HiLU  I  think  the  Mahoning  Iron  Co. — ^the  Iron  Mining  Co. 
I  do  not  recall  the  title. 

The  Chairman.  And  the  Mahoning  Iron  Mining  Co.  turned  it 
over  to  whom! 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  Do  you  know  who  now  has  that  ore,  less  one^ 
eighth  of  it! 

M[r.  Hill.  Less  one-eighth! 

The  Chairman.  Doe?  the  Steel  Corporation  have  that  mine  now ! 
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Mr.  Hnx.  No.  I  think  that  mine  is  controlled  by  the  Cambria 
Steel  Co.,  of  Johnstown,  Pa. 

The  Chairman.  Is  it  the  Mahoning  or  the  Hull  Rust? 

Mr.  Hill.  We  have  the  Mahoning. 

Mr.  Reed.  We  have  the  Hull  Rust. 

Mr.  Hill.  I  am  not  talking  about  the  Hull  Rust 

Mr.  Reed.  I  know  you  are  not.  The  Mahoning  is  controlled  by 
the  Cambria  Steel  Co.    We  have  nothing  to  do  witn  it. 

The  Chairman.  And  you  have  the  Hull  Rust? 

Mr.  Reed.  I  am  not  sure  about  that. 

The  Chairman.  I  think  you  have  one-eighth  in  it. 

Mr.  Hill.  Possibly  the  National  Tube  Co.  had  an  interest  in  the 
Mahoning  lease. 

The  Chairman.  The  Hull  Rust,  which  is  adjoining  and  now 
stripped,  has  the  same  character  of  ore,  has  it  not? 

Mr.  Hill.  I  think  so;  entirely. 

The  Chairman.  It  has  a  larger  tonnage ;  it  is  a  larger  mine ;  there 
is  a  greater  amount  of  ore;  a  larger  ore  body? 

Mr.  Hill.  The  Mahoning  lease,  as  we  know  it,  covers  about  a 
thousand  acres,  located  in  three  or  four  different  places  on  the  range. 
It  covers  more  land  than  that  tract  upon  which  the  Mahoning  mine 
is  opened. 

The  Chairman.  I  see  this  tax  commission  places  the  Hull  Rust  as 
i)eing  perhaps  a  third  larger  than  the  Mahoning  in  its  estimate  of 
the  tonnage. 

Mr.  Young.  What  year's  report  is  that? 

The  Chairman.  That  is  the  tax  conunission  report  for  the  year 
1908. 

Mr.  Young.  There  is  a  good  deal  of  change  since. 

The  Chairman.  Yes;  I  was  making  just  a  rough  estimate. 

Mr.  Hill.  I  think  the  tax  commission's  report  of  the  Mahoning  is 
about  85,000,000  tons. 

The  Chairman.  Then  the  Hull  Rust  would  be  what? 

Mr.  Hill.  I  do  not  know. 

Mr.  Young.  I  have  the  last  report. 

Mr.  Reed.  It  is  in  the  record ;  you  put  in  an  abstract  of  it. 

Mr.  Young.  No;  that  was  the  Finley  report  on  the  Michigan  mines 
that  I  put  in  the  record. 

The  Chairman.  What  other  mines  were  opened  and  in  operation 
at  the  time  that  this  lease  was  made  ? 

Mr.  Hill.  The  lease  to  the  steel  company. 

The  Chairman.  Yes. 

Mr.  Hill.  The  Stevenson,  and  I  think  the  Leonard. 

The  Chairman.  Was  this  Stevenson  mine  an  open-pit  mine? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  What  was  its  tonnage?  Do  you  know  about  the 
amount  of  ore  vou  estimated  in  that  body? 

Mr.  Hill.  My  recollection — and  it  is  entirely  a  matter  of  recollec- 
tion— is  between  three  and  a  half  and  four  million  tons.  I  think 
they  have  mined  out  about  seven,  and  there  are  two  or  three  million 
tons  left. 

The  Chairman.  At  the  time  the  lease  was  made  there  were  about 
seven  million  tons.    You  mean  subsequent  to  the  lease? 
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Mr.  Hill.  The  drilling  shows  about  four  million,  but  they  have 
mined  six  or  seven  million,  and  there  are  about  two  or  three  left 

The  Chairman.  It  is  yielding  more  than  was  estimated. 

Mr.  Huii.  Yes.  I  think  they  added  to  that  lease  an  additional 
properly  that  we  did  not  own, 

Tne  Chairman.  The  Stevenson  mine,  you  say,  is  opened.  What 
other  mine  did  you  say  had  been  opened  ? 

Mr.  Hiix.  The  Leonard. 

The  Chairman.  What  is  its  tonnage?  This  Stevenson  mine — 
did  youp  get  the  fee  to  that  mine  and  turn  the  fee  over  to  the  steel 
company? 

Mr.  Hill.  The  fee? 

The  Chairman.  Yes.  I  mean  did  you  lease  it  to  the  steel  com- 
pany; did  you  have  the  fee? 

Mr.  Hill.  We  had  the  fee,  and  it  was  leased. 

The  Chairman.  You  leased  it  to  them;  they  had  the  right  to  it? 

Mr.  Hill.  No  ;  it  was  leased  to  Garrett  &  McKinney,  of  Cleveland. 

The  Chairman.  Then  the  steel  company  got  no  ore  under  the 
terms  of  that  lease. 

Mr.  Hill.  From  the  Stephenson  mine? 

The  Chairman.  The  Stephenson  mine. 

Mr.  Hill.  Yes. 

The  Chairman.  What  other  mine  was  opened? 

Mr.  Hill.  The  Leonard. 

The  Chairman.  How  much  was  there  of  that? 

Mr.  Hill.  I  think  that  is  estimated  at  six  or  seven  million  tons. 

The  Chairman.  Was  it  under  lease  at  the  time  you  made  this 
lease  to  the  Steel  Corporation? 

Mr.  Hill.  We  held  tnat  under  lease.    We  did  not  own  the  fee. 

The  Chairman.  You  did  not  own  it? 

Mr.  Hill.  No. 

The  Chairman.  You  simply  had  a  lease  on  it? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  From  whom  had  you  leased  it? 

Mr.  Hill.  I  think  it  was  leased  from  a  Michi^n  lumberman 
named  Allworth.    I  am  speaking  now  from  recollection. 

Mr.  YouNO.  Allworth  of  Duluth? 

Mr.  Hill.  I  think  of  Kalamazoo,  Mich. 

Mr.  YouNO.  Not  the  Duluth  Allworth? 

Mr.  HjUm  I  do  not  know.    It  may  be,  but  I  do  not  know. 

Mr.  Young.  Yes ;  that  family  was  one  of  the  early  settlers  there. 

The  Chairman.  Then  the  Steel  Corporation  got  no  ore,  under  the 
terms  of  this  lease  of  which  I  am  speaking,  from  the  Allworth  mine 
or  this  last-named  mine  ? 

Mr.  Hill.  Oh,  they  got  all  the  ore  that  was  included  in  the  list. 
They  got  whatever  ore  was  in  the  Leonard. 

The  Chairman.  The  Steel  Corporation  did? 

Mr.  Hill.  Yes ;  after  the  date  of  the  lease. 

The  Chairman.  Did  you  tell  me  how  many  tons  there  were  esti- 
mated in  the  Leonard  mine  ? 

Mr.  Hill.  Speaking  from  recollection,  I  should  say  six  or  eight 
Biillion  tons. 

The  Chairman.  Did  you  have  any  other  mine  opened  and  in  op- 
eration at  that  time  ? 
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Mr.  Hill.  I  do  not  recall  any  other. 

The  Chaibman.  Then,  with  the  exception  of  the  Lieonard  mine, 
there  was  no  mine  in  the  properties  from  which  the  Steel  Corporation 
was  to  get  ore  under  the  terms  of  this  lease  which  was  stripped  or  in 
operation  at  the  time  the  lease  was  made? 

Mr.  Hill.  That  is  as  I  remember  it. 

The  Chairman.  You  say  you  got  25,000  acres  and  a  railroad  from 
Wright  &  Davis? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  What  was  the  length  of  the  road,  Mr.  HUl  f 

Mr.  Hill.  The  portion  from  the  mines  to  a  connection  with  the 
Duluth  &  Winnipeg  was  originally  a  lumber  road  and  they  had 
rebuilt  it  and  made  a  ftLirljr  good  single-track  road.  About  45  miles 
I  should  say  from  recollection. 

Then  thejr  had  a  number  of  logging  roads,  or  spurs,  5  or  6  or  7  or  8 
miles,  running  different  places.     We  bought  the  entire  outfit. 

The  Chairman.  Bought  the  railroad  and  the  25,000  acres  of  ground 
and  these  mines  ? 

Mr.  Hill.  And  the  logging  roads  and  the  logging  contracts. 

The  Chairman.  And  the  lumber? 

Mr.  Hill.  Not  the  lumber. 

The  Chairman.  You  did  not  buy  the  lumber? 

Mr.  Hill.  No,  sir. 

The  Chairman.  That  belonged  to  Warehauser,  you  say  ? 

Mr.  Hill.  Yes,  sir.  The  contract  for  cutting  and  delivering  those 
loflg  at  Swan  River 

The  Chairman  (interposing).  You  got  the  hauling  of  the  logs? 

Mr.  Hill.  The  cutting  and  nauling  of  the  logs  was  a  contract  that 
had  been  made  between  Warehauser  and  the  company  and  Wright  & 
Davis. 

The  Chairman.  You  spoke  of  delivering  at  Swan  River.  I  am 
not  well  enough  acquainted  with  that  part  of  the  country  to  under- 
stand whether  that  necessitated  the  transportation  of  those  logs  over 
the  road  you  got  from  Wright  &  Davis  or  over  your  road. 

Mr.  Hill.  Over  the  Wright  &  Davis  road.    Swan  River  is  the 
end  of  that  road,  where  that  road  terminates  on  the  Mississippi  River. 
The  logs  are  dumped  in  the  river  and  floated  down  the  stream. 
/'      The  Chairman.  What  did  you  pay  Wright  &  Davis  for  this 

property  ? 
^     Mr.  Hill.  $4,060,000. 

The  Chairman.  It  became  your  property  ? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  You  gave  a  check  for  that  property,  I  presume; 
you  did  not  pay  them  in  cash  ? 

Mr.  Hill.  I  paid  them,  I  think,  $1,000,000. 

The  Chairman.  Did  you  not  give  them  a  check  for  that  property 
on  the  Chase  National  Bank? 

Mr.  Hill.  I  gave  them,  I  think,  $1,000,000,  and  then  I  paid  thm  a 
further  amount;  and  a  portion  of  it  was  left  until  they  were  in  a 
position  to  deliver  it  to  us. 

The  Chairman.  But  was  not  that  nroperty  paid  for  by  check  to 
Wright  &  Davis,  drawn  on  the  Chase  National  JSank,  of  New  Yorkf 

Mr.  Hill.  I  tnink  $1,000,000  was  paid  in  check  on  the  Chase  Na- 
tional Bank,  and  possibly  the  later  payments,  because  I  did  my  bank- 
ing business  with  them. 
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The  Chairman.  Was  not  that  money  taken— was  not  the  payment 
of  that  check— taken  out  of  the  funds  or  out  of  the  surplus  of  the 
Great  Northern  Baih*oad  ? 

Mr.  Hill.  Not  a  penny  of  it. 

The  Chairman.  Did  you  make  a  statement  of  that  kind  before  the 
Miller  committee  ? 

Mr.  Hux.  Of  what  kind? 
.    The  Chairman.  A  statement  to  the  effect  tha\  a  part  of  this 
money  in  some  way  came  out  of  the  Oreat  Northern  Railroad. 

Mr.  Hill.  It  did  not ;  not  a  penny  of  it. 

Mr.  Young.  What  is  the  Miller  committee  ? 

The  Chairman.  The  Minnesota  committee  which  investigated  into 
this  situation. 

Mr.  Hill.  Before  that  committee  J  testified  clearly  that  the  Great 
Northern  never  paid  a  dollar. 

The  Chairman.  The  Oreat  Northern  or  none  of  the  Great  North- 
em  funds,  then? 

Mr.  Hill.  None  of  the  Great  Northern  funds  were  paid  to  Wright 
&  Davis ;  not  a  cent. 

The  Chairman.  It  was  all  your  own  personal  property? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  There  were  some  other  lands  also — mineral  lands — 
which  were  turned  over  under  this  lease  to  the  Steel  Corporation, 
were  there  not  ? 

Mr.  Hill.  Oh,  yes. 

The  Chairman.  What  lands  were  they  ? 

Mr.  Hill.  There  were  some  in  ^rhich  we  owned  an  interest,  some 
adjoining  the  lands  we  owned;  and  for  convenience  in  mining  they 
were  included,  and  the  owners  got  the  same  royalty  that  we  did,  or 
that  I  did. 

The  Chairman.  There  was,  in  addition  to  the  property  you  had, 
the  Longyear  and  Bennett  properties  ? 

Mr.  iSL  Yes;  the  Bennett  Vnd  Longyear  properties. 

The  Chairman.  What  is  the  extent  of  the  IBennett  and  Longyear 
holdings  ? 

Mr.  Hill.  I  do  not  recall.  Bennett  and  Longyear  owned  a  half 
interest  in  some  of  the  lands  we  bought  from  Wrignt  &  Davis.  Those 
lands  were  included,  and  some  Bennett  and  Longyear  lands,  that 
were  mixed  in  with  them  for  convenience  of  mining  and  handling, 
were  included. 

The  Chairman.  Do  you  know  how  many  acres  ? 

Mr.  Hill.  I  do  not. 

The  Chairman.  I  see  here  in  this  report  into  the  steel  industry 

Mr.  Beed.  What  page  ? 

The  Chairman.  I  am  referring  to  page  261,  to  the  footnote  on 
that  page,  which  says : 

The  character  of  ownership  or  control  by  the  Hill  Interests  of  this  39,296  acres 
was  as  follows : 

Owned  in  fee,  19,934  acres;  owned  in  fee  Jointly  with  other  parties  (of  which 
Uie  Great  Northern  interest  was  7,915  acres),  15,972  acres;  held  by  lease,  3,890 
acres. 

Now,  how  did  the  Great  Northern  get  7,916  acres  in  there ;  do  you 
know,  Mr.  Hill? 

Mr.  Hnji.  The  Great  Northern  Railway  did  not  own  them.  These 
mnds,  for  instance,  the  Wright  &  Davis  lands,  were  held  by  com- 
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panics.  While  we  got  the  fee  and  called  them  fee  lands,  the  fee  is 
in  the  companies  of  which  I  purchased  the  entire  stock  from  Wright 
&  Davis, 

The  Chaikman.  Can  you  make  any  estimate  of  what  part  of  this 
15,000  acres  given  here  by  Herbert  Knox  Smith  is  owned  by  Long- 
year  and  Bennett?  What  proportion  of  the  entire  amount  leased  to 
the  Steel  Corporation  was  yours  and  what  proportion  was  Long- 
year's  and  Bennett's  turned  over  by  you  as  affents? 

Mr.  Hill.  I  think  that  the  Longyear  and  Bennett  holding,  was 
one-half. 

The  Chaihman.  Of  that  25,000  acres? 

Mr.  Hill.  No.    The  number  of  acres  I  can  not  recall. 

The  Chairman.  I  do  not  understand  you.    One-half  of  wbat ! 

Mr.  Hill.  The  Longyear  and  Bennett  holding  was  one-half  of  the 
lands  owned  jointly.  They  owned  one-half  of  a  portion  of  ^  the 
Wright  &  Davis  lands;  but,  speaking  from  recollection — and  it  is 
only  recollection  and  it  may  not  be  correct-*— I  think  about  some- 
where from  7,000  to  7,500  acres  was  owned  by  the  trustees  and  the 
other  half  by  Bennett  and  Longyear. 

The  Chairman.  By  what  trustees? 

Mr.  Hill.  The  trustees  of  the  iron  property. 

The  Chairman.  The  trustees  of  the  iron  properties? 

Mr,  Hill.  Yes,  sir;  the  trustees  to  whom  they  were  conveyed. 
After  I  had  held  the  Wright  &  Davis  land  and  some  other  land  for 
about  a  year  I  turned  them  over  to  a  company  known  as  the  Lake 
Superior  Co.,  to  hold  them  in  trust  for  the  shareholders.  The  Great 
Northern  never  owned  them. 

The  Chairman.  I  understand. 

Mr.  Hill.  But  it  was  a  transaction  that  came  to  me  in  dealinff  for 
the  company,  and  I  did  not  want  any  personal  interest  in  anythinjg 
that  was  mixed  up  in  the  companv's  affairs,  and  I  turned  those  lan£ 
over  to  be  held  for  the  benefit  of  the  shareholders  of  the  Great  North- 
ern Railway. 

The  Chairman.  But  you  do  not  catch  my  question.  I  will  come 
to  that  further  on,  about  the  transfer  of  your  holdings  to  this  com- 
pany—the Lake  Superior  Co.  (Ltd.),  I  believe  it  is  called? 

Mr.  Hill,  Yes. 

The  Chairman.  What  I  want  to  get  now  is  how  much  property 
had  Bennett  and  Longyear;  how  many  acres  of  ground;  what  area 
of  land  approximately  over  which  the  Hill  interests,  the  trustees, 
or  anybody  with  whom  you  were  associated,  got  control,  and  sub- 
sequently turned  over  to  the  United  States  Steel  Corporation  under 
this  lease.    I  want  to  know  how  much  property  it  was. 

Mr.  Hill.  I  could  not  tell  you  the  acreage.  I  think  the  joint  hold- 
ings were  somewhere  in  the  neighborhood  of  twelve  or  fifteen  thou- 
sand acres,  and  they  were  turned  over. 

The  Chairman.  Did  any  of  the  Longvear  and  Bennett  properties 
contain  mines  which  had  been  developed  and  were  being  worked  at 
the  time  you  secured  control  of  them* 

Mr.  Hill.  We  never  secured  control  of  them  except  the  purchase 
from  Wright  &  Davis ;  and,  later,  Bennett  and  Longyear  turned  their 
interests  in  under  the  lease. 

The  Chairman.  You  made  an  arangement  with  Bennett  and  Lonjf- 
vear  in  which  the  Bennett  and  Longyear  lands  were  to  be  turned  in 
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under  this  lease,  under  the  same  terms  and  conditions  as  the  Hill 
property,  did  you  not? 

Mr.  HiLii.  That  is  ri^ht. 

The  Chairman.  At  the  time  this  lease  was  signed,  that  this  con- 
tract was  entered  into,  was  there  an  operated  mine,  an  open  pit,  or  a 
shaft  or  any  other  mine,  or  instrumentality  on  earth,  by  which  a  ton 
of  ore  was  actually  being  produced  on  the  Bennett  and  Longyear 
property  ? 

Mr.  Hill.  Not  that  I  recall.  I  think  those  lands  had  been  drilled 
by  Bennett  and  Loneyear.    I  think  they  had,  but  no  ore  produced. 

The  Chairman.  Tne  Steel  Corporation  agreed,  in  other  words,  that 
in  the  event  they  did  open  a  mine,  or  operate  one,  strip  an  area,  or 
sink  a  shaft,  or  anything  of  that  sort,  that  they  would  pay  a  certain 
amount  per  ton  for  ore  they  got  off  of  this  property,  delivered  at 
Two  Harbors  or  Duluth,  or  wherever  it  was,  on  the  Lakes? 

Mr.  Hill.  They  a^eed  to  mine  the  ore  that  was  on  the  land  in- 
cluded in  the  lease,  m  a  workmanlike  and  economical  manner  and 
to  pay  for  what  ores  they  took  out  of  the  mines. 
^  The  Chairman.  Now,  Mr.  Hill,  you  said  that  property  at  one 
time  was  your  property? 

Mr.  Hill.  Yes. 

The  Chairman.  And  you  turned  it  over  to  the  Lake  Superior 
Co.  (Ltd.)  ? 

Mr.  Hill.  Yes. 

The  Chairbcan.  Who  constituted  the  Lake  Superior  Co.  (Ltd.)  ? 

Mr.  HiLu  Myself  and  two  sons,  according  to  my  recollection. 

The  Chairman.  James  N.  Hill  and 

Mr.  Hnx.  L.  W.  Hill. 

The  Chairman.  L.  W.  Hill  ? 

Mr.  Hill-.  Yes,  sir. 

The  Chairman.  Did  E.  A.  Farrington  have  anything  to  do  with 
it,  the  vice  president  of  the  Great  Northern? 

Mr.  Hill.  He  might. 

The  Chairman.  Was  he  not  one  of  the  trustees? 

Mr.  Hill.  No.  He  might  have  been  a  member  of  the  limited  com- 
pany. The  limited  company  was  created  originally  for  the  purpose 
of  holding  these  lands. 

The  Chairman.  It  was  a  joint-stock  association? 

Mr.  Hill.  No  ;  it  was  a  limited-liability  company. 

The  Chairman.  A  holding  company  ? 

Mr.  Hill.  A  limited-liability  company  under  the  laws  of  Michigan. 

Hie  Chairman.  What  was  its  function ;  was  it  a  holding  company  ? 

Mr.  Hill.  To  hold  the  titles. 

The  Chairman.  It  held  the  stock  of  the  companies? 

Mr.  Hill.  Of  the  Wright  &  Davis  Co.,  ana  any  other  properties 
that  were  conveyed  to  it. 

The  Chairman.  Did  it  have  the  stock  of  the  Alluez  Bay  Dock  Co. ! 

Mr.  Hill.  I  could  not  say. 

The  Chairman.  Was  not  that  turned  over  to  it  ? 

Mr.  Hill.  I  could  not  say. 

The  Chairman.  You  were  interested  in  that  company? 

Mr.  Hill.  I  am  interested  in  a  great  many  companies;  am  con- 
nected with  a  great  many  properties ;  and  I  could  not  carry  them  in 
my  mind — ^but  a  very  small  part  of  them. 
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The  Chairicak.  That  AUuez  Dock  Co.  is  a  great  big  concern,  is 
it  not? 

Mr.  Hill.  It  has  grown  to  be. 

The  Chaibman.  Worth  many  millions  of  value? 

Mr.  Hill.  Oh,  yes ;  I  should  say  so  now.  They  have  finished  a  new 
steel  dock  this  year. 

The  Chaibmak.  That  is  at  Superior  t 

Ifc.  Hill.  At  Superior. 

The  Chaibman.  That  dock  company  receives  one-half  of  the  rate 
throuj^h  the  haul  of  ore  on  the  Great  Northern  Bailroad  between  the 
Mesabi  Range  and  Superior,  does  it  not? 

Mr.  Hill.  No,  sir. 

The  Ohaib^ian.  What  per  cent  does  it  receive? 

Mr.  Hill.  No  per  cent. 

The  Chaibman.  What  does  it  get  out  of  what  it  docks  there? 

Mr.  Hill.  I  think  so  much  a  ton. 

The  Chaibman.  Is  it  40  cents? 

Mr.  Hill.  Oh,  no. 

The  Chaibman.  How  much  ? 

Mr.  Hill.  My  recollection  is  it  was  20  cents;  I  am  speaking  now 
from  recdllection. 

The  Chaibman.  How  many  million  tons  are  delivered  to  that  dock 
every  year,  on  an  average? 

Mr.  Hill.  Some  years  there  would  be  five  and  six  and  eight. 

The  Chaibman.  Now,  then 

Mr.  Hill  (interposing).  Just  a  moment,  if  I  may  explain  that, 
because  I  recall  the  question  of  dock  compensation  was  based  by 
comparison  on  the  terminal  charge  for  elevating  grain.  Grain  used 
to  be  32  cents  a  ton  and  it  is  now  25 ;  that  is,  ror  a  net  ton  of  2,000 
pounds.    The  ore  is  handled  by  the  gross  ton,  and  it  was  ^  cents. 

In  docking  the  ore  has  to  be  sorted.  It  is  not  simply  a  matter 
of  dumping  it.  The  ore  has  to  be  sorted.  Every  carload  of  ore 
has  to  be  sorted,  so  that  a  cargo  of  ore  will  be  of  the  same  value  in 
units  of  iron.  In  doing  that  there  is  a  great  deal  of  care  takeiL 
Each  carload  has  to  be  put  with  ore  of  the  same  metallic  value. 
If  a  carload  of  ore  is  put  in  below  the  cargo  value,  another  carload 
or  the  same  quantity  has  to  be  put  in  to  bring  it  up. 

The  Chaibman.  You  try  to  load  each  car  with  a  homogenous  ore? 

Mr.  Hill.  No;  a  vessel  load  has  to  be  brought  to  whatever  that 
cargo  is  sold  for. 

The  Chatbmak.  I  see. 

Mr.  Hill.  If  the  dock  company  took  ore  that  was  63  per  cent  and 
put  it  into  a  59  per  cent  cargo,  they  would  have  to  pay  sibout  5  cents 
a  ton  penalty  on  every  unit  of  iron  they  had  handled  in  that  way. 

The  Chaibman.  That  requires  discretion  in  the  working  of  t£ese 
pockets  that  load  the  ore  down  into  the  vessel  ? 

Mr.  Hill.  That  requires  close  and  accurate  work. 

The  Chaibman.  Now,  Mr.  Hill,  do  you  know  whether  the  Great 
Northern  Elevator  Co.,  of  Buffalo,  N.  Y.,  went  into  this  Lake  Su- 
perior Co.  (Ltd.)  ? 

Mr.  Hill.  I  think  it  was  sold  to  the  Lake  Superior  Co. 

The  Chaibman.  Do  you  know  whether  the  Terminal  Bailroad 
Stock  Co.,  at  Superior,  went  into  it? 
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Mr.  Hill.  I  think  the  Terminal  Railroad — ^there  are  several  ter* 
minal  railroads  there,  and  the  Lake  Superior  Terminal  never  went 
into  it.  That  is  a  company  owned  by  a  number  of  the  railroads 
there.    Now,  I  do  not  recall  the  Lake  Superior  Terminal. 

The  Chairman.  Do  you  know  whether  the  stock  of  the  Great 
Northern  Express  Co.  went  into  this  Lake  Superior  Co.  (Ltd.)  f 

Mr.  Hill.  I  think  it  did. 

The  Chairman.  How  about  the  Wachahatchie  Coal  Co.,  of  Wash- 
ington? 

Mr.  Hill.  I  do  not  know  any  such  company.  There  is  a  land 
company  called  the  Wenatchee. 

The  Chairman.  That  is  it. 

Mr.  Hill.  There  is  an  improvement  company  there. 

The  Chairman.  Did  its  stock  go  into  it  ? 

Mr.  Hill.  There  were  s6me  bonds,  is  mv  recollection. 

The  Chairman.  How  about  the  Sancuiar  Coal  Co.,  of  Montana? 

Mr.  Hill.  Now,  the  Wenatchee  Co.  has  nothing  to  do  with  the 
other,  and  I  will  make  that  plain.  At  Wenatchee  the  people  there 
thought  if  they  could  bring  water  onto  the  land  it  would  prove  to  be 
an  excellent  apple  country,  and  I  took  some  of  the  bonds — ^mv 
recollection  is  it  was  $12,000  or  $15,000  of  the  bonds — for  the  rail- 
way  company,  a  railway  they  had,  and  that  was  turned  over. 
They  have  since  been  paid.  Wenatchee  now  is  a  very  swiftly  grow- 
ing place,  and  their  apples  sell  here  in  Washington,  and  are  sent 
to  London,  St.  Petersburg,  and  Paris,  exported. 

The  Chairman.  Was  the  stock  of  the  Sancuiar  Coal  Co.  of  Mon* 
tana  put  into  this  Lake  Superior  Co.  (Ltd^  ? 

Mr.  Hill.  I  think  it  was.  I  think  the  Sancuiar  Coal  Co.'s  stock 
was  put  into  the  Lake  Superior  Co.    They  were  put  in  subsequently. 

The  Chair31an.  Did  you  put  in  various  town-site  places  or  the 
stocks  of  various  town  sites? 

Mr.  Hill.  I  do  not  remember  what.  It  was  used  to  hold  several 
of  these  outside  enterprises. 

The  Chairman.  These  concerns  altogether  had  a  surplus  stock  or 
dividends  amounting  to  about  $20,000,W)0,  did  they  not? 

Mr.  Hill.  I  do  not  recall. 

The  Chairman.  Do  you  know,  approximately? 

Mr.  Hill.  I  do  not.  I  should  not  think  it  was  anything  like  that 
amount,  though. 

The  Chairman.  The  purpose  was  to  get  an  operating  capital  for 
this  iron-ore  company,  was  it  not? 

Mr.  Hill.  Not  at  all. 

The  Chairman.  What  was  your  purpose  in  turning  over  all  these 
companies  to  the  Lake  Superior  Co.  (Ltd.)  ? 

Mr.  Hill.  The  elevator  was  built  at  Buffalo,  the  first  large  steel 
elevator  .that  was  built  in  the  country.  We  had  our  own  ships  on 
the  Lakes.  The  grain  was  weighed  in  by  the  weighmasters  of  the 
State  of  Minnesota.  We  would  get  down  to  Buffalo,  and  we  found 
at  times  we  would  be  short  as  much  as  2,000  or  2,500  bushels  out  of 
a  cargo  of  100,000  when  we  knew  there  was  not  a  peck  lost  on  the  trip. 
There  was  also  a  very  heavy  charge  at  Buffalo  for  elevating. 

The  Chairman.  Mr.  Hill,  you  do  not  catch  my  question. 

Mr.  Hoji.  There  was  a  very  heavy  charge  in  Buffalo  made  per 
bushel  for  elevating  grain — ^I  thinlc  it  was  1.5  cents  a  bushel,    we 
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concluded  to  build  our  own  elevator ;  and  we  built  a  large  steel  ele- 
vatoi*  there,  with  about  two  and  three-quarter  million  Dushels  ca* 
pacity,  reducing  the  price  three-quarters  of  a  cent  per  bushel,  and 
thus  stopped  that  leaKage« 

There  was  an  open  question  as  to  whether  or  not  the  Great  North- 
em  Co.  could  run  an  elevator  in  Buffalo,  and  that  was  the  reason  it 
was  transferred  to  the  Lake  Superior  Co. 

The  Chairman.  The  Great  Northern? 

Mr.  Hill.  The  Great  Northern  Railway. 

The  Chairman.  The  Great  Northern  Railway  owned  the  stock  of 
the  Buffalo  elevator  ? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  And  there  was  a  question  as  to  whether  or  not  a 
common  carrier  could  own  and  operate  an  elevator  ? 

Mr.  Hill.  In  the  State  of  New  York. 

The  Chairman.  In  the  State  of  New  York  ? 

Mr.  HiLU  We  could  in  the  State  of  Minnesota. 

The  Chairman.  And  for  that  reason  ^ou  transferred  the  stock  of 
the  elevator  company  to  this  Lake  Superior  Co.  (Ltd.),  which  was  a 
holding  company  ? 

Mr.  Hill.  Yes.  We  were  largely  interested  in  carrying  grain, 
and  we  were  largely  interested  in  the  grain  being  handled  at  reason- 
able prices. 

The  Chairman.  Before  the  stock  of  these  various  companies  was 
transferred  to  the  Lake  Superior  Co.  (Ltd.),  what  stock  had  the 
Lake  Superior  Co.? 

Mr.  Hill.  The  Lake  Superior  Co.  held  this  stock  in  trust.  The 
stock  of  the  Lake  Superior  Co.  was  $100,000. 

The  Chairman.  Had  the  Lake  Superior  Co.  prior  to  the  time  that 
these  stocks  were  turned  over  to  it  the  control  or  the  ownership  of 
or  any  right,  title,  or  interest  whatever  in  this  ore  region? 

Mr.  Hill.  None  at  all. 

The  Chairai AN.  It  had  no  relation,  then,  to  iron  ores  ? 

Mr.  Hill.  It  is  a  long  time  ago,  and  I  am  speaking  from  recollec- 
tion. I  think  it  was  organized  for  the  purpose  of  holding  the  iron 
ore  lands  that  I  had  acquired  on  the  Mesabi  Bange. 

The  Chairman.  On  the  Mesabi  Bange? 

Mr.  Hill.  Yes. 

The  Chairman.  So  that,  before  this  Lake  Superior  Co.  (Ltd.) 
acquired  these  various  stocks,  you  turned  over  to  this  company  your 
ownership  in  this  iron-ore  property  that  you  had  acquired  on  the 
Mesabi  Bange.    How  was  that  done? 

Mr.  Hill.  They  were  turned  over  to  be  held  in  trust. 

The  Chairman.  I  imderstand.  What  I  do  not  understand — ^I  am 
not  much  of  a  corporation  lawyer,  I  fear — ^Ls  this :  You  bought  this 
property  as  you  would  buy  a  farm? 

Mr.  Hill.  Yes. 

The  Chairman.  You  did  not  represent  any  company  or  anything 
like  that  By  what  means  did  you  transfer  this  property  to  the  Lake 
Superior  Co.  (Ltd.)  ? 

Mr.  Hill.  Let  me  go  back  a  moment.  I  testified  that  I  bought  the 
stocks  of  the  Wright  &  Davis  Co.  that  owned  these  lands. 

The  Chairman.  It  was  a  stock  company  when  you  bought  it  ? 

Mr.  Hill.  The  properties  were  owned  by  stock  companies. 
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The  Chairman.  And  you  transferred  the  stocks  that  you  got  from 
the  Wright  &  Davis  Co.  to  the  Lake  Superior  Co.  (Ltd.).    I  see. 

Mr.  Hnx.  Under  a  trust  agreement  for  the  benefit  of  the  share- 
holders of  the  Great  Northern  Railway  as  they  might  appear  of 
record  subsequently. 

The  Chairman.  Who  owned  the  stock  of  the  Alluez  Bay  Dock 
Co.? 

Mr.  Hnx.  I  do  not  know. 

The  Chairman.  Did  not  the  Great  Northern  Railway  own  it? 

Mr.  Hill.  I  do  not  know.    I  do  not  recall. 

The  Chairman.  Who  owned  the  stock  in  the  Great  Northern 
Express  Co.? 

Mr.  Hill.  The  Great  Northern  Railway  owned  it. 

The  Chairman.  Who  owned  the  stock  in  the  Wenatchee  Coal  Co.  ? 

Mr.  Hill.  There  is  no  Wenatchee  Coal  Co. 

The  Chairman.  What  do  you  call  it?  The  Wenatchee  Improve- 
ment Co.,  was  it? 

Mr.  Hill.  I  think  in  place  of  stocks  that  was  bonds. 

The  Chairman.  Who  owned  that?  The  Great  Northern  Rail- 
way Co.? 

Mr.  Hill.  I  am  not  sure  whether  the  Great  Northern  Railroad 
owned  those  bonds  or  whether  I  did. 

The  Chairman.  Who  owned  the  stocks  of  the  Sancular  Coal  Co.  ? 

Mr.  Hill.  The  Great  Northern  or  the  Montana  Central  owned 
them  originally  and  the  Great  Northern  Railway  Co.  acquired 
them — the  Montana  Central  and  all  that  property. 

The  Chairman.  We  come  to  the  point  where  the  Lake  Superior 
Co.  (Ltd.),  under  a  trust  agreement,  holds  the  stocks  in  this  Mesabe 
Ranee  property,  which  you  got  from  Wright  &  Davis  and  others^ 
and  nofds  the  stocks  of  these  various  other  companies.  Was  there 
any  merger  of  these  stocks  with  the  stocks  of  the  Wright  &  Davis  Co.  ? 

Mr.  Hill.  Oh,  no. 

The  Chairman.  They  were  sold  by  the  same  company,  but  en- 
tirely distinctlv? 

Mr.  Hill.  They  were  sold  under  a  trust  agreement  for  the  benefit 
of  the  shareholders  of  the  Great  Northern  Railway. 

The  Chairman.  Both  were  held  in  the  same  way? 

Mr.  Hill.  That  is,  the  Wright  &  Davis  properties  ? 

The  Chairman.  Who  owned  the  Alluez  Bay  Dock  Co.  and  the 
Terminal  Railroad  stocks? 

Mr.  Hill.  I  do  not  recall  the  Terminal  Railroad. 

The  Chairman.  How  were  the  stocks  of  the  Great  Northern  ele- 
vator at  Buffalo,  the  Sancular  Coal  Co.  held — for  whose  benefit  ? 

Mr.  Hill.  I  think  they  were  transferred  subsequently  and  held 
for  the  benefit  of  the  shareholders  of  the  Great  Northern  Railway. 

Mr.  Gardner.  May  I  ask  a  question  there  to  clear  my  mind  in 
regard  to  a  point? 

The  Chairman.  Certainly. 

Mr.  Gardner.  I  understand  the  witness  owned  certain  stocks  in 
the  Wright  &  Davis  Co.  and  other  pieces  of  property,  which  he 
transferred  to  the  Lake  Superior  Co.  (Ltd.)  under  deed  of  trust  for 
the  benefit  of  stockholders  of  record  oi  the  Great  Northern  Railroad 
securities;  is  that  right? 
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Mr.  Hnx.  For  the  benefit  of  the  stockholders  of  the  Great  North- 
em  Railway  Gt>. 

Mr.  Gardner.  The  Great  Northern  Bailroad  Co.  ? 

Mr.  Httj«.  Yes. 

Mr.  Gardner.  What  was  the  consideration  for  that  ?  I  mean,  you 
and  your  associates  owned  this  property  and  apparently  you  torned 
it  over  to  a  holding  company? 

Mr.  Hill.  There  was  no  associates.  I  bought  it  and  paid  for  it. 
and  the  property  was  handled-  and  I  was  paid  back,  I  think,  the  cost 
.price  and  interest  at  5  per  cent  during  the  time  my  money  was 
mvested  in  it. 

Mr.  Gardner.  That  is  to  say,  the  Lake  Superior  Co.  paid  you  for 
these  pieces  of  property? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  And,  in  return,  the  stockholders  of  the  Great  North- 
ern Co.  paid  the  Lake  Superior  Co.,  did  they? 

Mr.  Hill.  The  Lake  Superior  Co.  had  considerable  income.  They 
started  right  in  to  have  considerable  income  from  the  mines. 

Mr.  Gardner.  What  I  could  not  understand  in  the  course  of  the 
question  was  the  means  by  which  these  properties  ceased  to  be 
operated  and  owned  in  your  interest  and  became  operated  and 
owned  in  the  interest  of  the  stockholders  of  the  Great  Northern 
Kailway  Co. 

Mr.  Hill.  They  were  never  operated 

Mr.  Gardner.  Leave  out  the  word  ^'operated,"  then,  and  say 
*'  owned  "  in  your  interest. 

Mr.  Hill.  They  were  owned. 

Mr.  Gardner.  You  owned  them? 

Mr.  Hill.  Yes. 

Mr.. Gardner.  You  put  them  in  a  holding  company,  to  wit,  the 
Lake  Superior  Co.  (Ltd.)  ? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  Ordinarily  people  would  say  that  that  holding 
company  would  hold  them  for  your  benefit,  instead  of  which  they 
hold  them  for  the  benefit  of  the  stockholders  of  the  Great  Northern 
Railway  Co. 

Mr.  Hill.  That  is  right. 

Mr.  Gardner.  I  ask  what  was  the  consideration,  and  why  was 
that  done? 

Mr.  Hill.  What  was  the  consideration? 

Mr.  Gardner.  Yes. 

Mr.  Hill.  The  consideration  was  the  amount  that  I  had  paid, 
with  6  per  cent  interest  during  the  time  that  my  money  was  invested. 

Mr.  Gardner.  Was  that  paid  back  to  you? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  When — ^at  the  time  of  the  organization  ? 

Mr.  Hill.  At  the  time  of  the  organization  of  what? 

Mr.  Gardner.  At  the  time  of  the  organization  of  the  Lake  Supe- 
rior Co. 

Mr.  Hill.  I  think  it  was  subsequently. 

Mr.  Gardner.  But  you  were  given  some  instrument  that  showed 
that  you  would  be  paid  back? 

Mr.  Hill.  Yes. 
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The  Chairman.  What  was  your  question,  Mr.  Gardner  ?  I  was 
interrupted  for  a  moment,  and  I  am  very  much  interested  to  know 
just  what  it  was. 

Mr.  Gardner.  The  witness  had  diown  that  stocks  in  various  con- 
cerns which  he  owned  and  extraneous  pieces  of  property  were  trans- 
ferred to  the  Lake  Superior  Co.  (Ltd.). 

Mr.  Hill.  In  trust, 

Mr.  Gardner.  In  trust;  and  that  the  beneficiaries  of  the  trust,  in- 
stead of  being  himself,  were  the  stockholders  of  the  Great  North- 
em  Railway  Co.  What  I  wanted  to  ascertain  was  what  equivalent 
was  given  to  him  in  order  to  transfer  his  rights  in  his  own  property 
to  some  other  stockholders;  how  it  was  done,  and  when  it  was  done. 
That  was  my  idea.    It  seemed  to  be  a  missing  link. 

Mr.  Hill.  I  was  paid  back  the  money  that  I  had  paid  for  these 
properties  with  5  per  cent  interest 

Mr.  Beall.  You  were  paid  by  the  Great  Northern  Railroad? 

Mr.  Hill.  No,  sir ;  I  was  not. 

Mr.  Beall.  By  whom? 

Mr.  Hill.  I  was  paid  by  the  Lake  Superior  Co.  These  properties 
immediately  began,  within  a  very  short  time  after  I  took  them,  to 
take  on  great  value,  and  I  always  had  a  rule  that  if  I  could  make 
money  for  myself  in  a  transaction  connected  with  the  company,  I 
could  make  it  for  the  stockholders,  and  it  was  fair  that  I  should  make 
it ;  and  that  has  been  the  rule  of  our  company  from  the  beginning, 
and  there  is  nothing  to  conceal  about  it.    It  is  perfectly  plain. 

Mr.  Gardner.  Absolutelv.  But  we  are  not  business  men.  I  did 
not  mean  to  say  that  you  had  got  a  greater  profit  out  of  your  com- 

Eany  than  you  were  entitled  to  on  this  transaction.  Probably  you 
ad  your  company  in  view  all  the  time  ? 

Mr.  Hill.  1  had. 

Mr.  Gardner.  But  I  wanted  to  get  at  the  nature  of  the  transaction. 

Here  is  the  Lake  Superior  Co.  (Ltd.)  which  is  a  copartnership— 
a  sort  of  copartnership  ? 

Mr.  Hill.  I  think  so.  I  have  never  read  its  charter.  It  is  a 
limited  liability  company. 

Mr.  Gardner.  There  are  certain  trustees? 

Mr.  Hill.  They  are  trustees. 

Mr.  Gardner.  Who  own  certain  properties? 

Mr.  Hell.  Yes^ 

Mr.  Gardner.  And  they  hold  the  property  which  you  turned  over 
to  them  ? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  Thereupon  they  pay  you  back  what  it  has  cost  you. 
You  have  been  doing  it  presumably  lor  the  stockholders  of  the  Great 
Northern  Railway  in  the  long  run.  I  presume  it  was  done  with  that 
purpose,  was  it  not? 

Mr.  Hill.  It  was  done  to  help  the  company. 

Mr.  Gardner.  It  was  done  to  help  the  company  ? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  And  they  are  going^  to  pay  you  back  your  money 
with  5  per  cent  interest  or  whatever  it  was.  That  puts  the  trustees, 
after  they  paj  you  back,  in  the  position  of  being  a  nolding  company 
for  new  parties? 
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Mr.  Hill.  Yes. 

Mr.  Gardner.  And  the  new  parties  are  the  Great  Northern  Rail- 
way Co.? 

Mr.  Hill.  No,  sir;  the  stockholders  of  the  Great  Northern  Rail- 
way Co. 

Mr.  Gardner.  Did  the  stockholders  pro  rata  pay  into  the  Lake 
Superior  Co.  (Ltd.)  the  amount  which  tney  paid  you? 

Mr.  Hill.  No. 

Mr.  Gardner.  How  did  they  acquire  their  interest? 

Mr.  Hill.  How  did  they?    It  was  given  to  them. 

Mr.  Gardner.  Where  did  the  Lake  Superior  Co.  get  its  funds  to 
pay  you? 

Mr.  Hill.  The  Lake  Superior  Co.  carried  on  the  business  and  re- 
ceived the  income  from  royalties  and  one  source  and  another-  I 
think  they  sold  the  elevator.  I  am  speaking  from  recollection  now. 
I  do  not  carry  these  transactions.  I  think,  however,  they  sold  the 
elevator,  and  they  may  have  used  that  fund. 

Mr.  Gardner.  Let  me  see  if  I  have  the  transaction  right:  You 
purchased  certain  shares  in  the  Wright  &  Davis  Co.  and  certain  other 
parcels  of  property,  and  you  transierred  them  to  the  Lake  Superior 
Co.  (Ltd.)  under  a  deed  of  trust  for  the  benefit  of  the  stockholders 
of  the  Great  Northern  Railway  Co. 

In  tim6  they  realize  on  some  of  these  properties,  derive  an  income 
on  others,  and  from  the  funds  received  from  those  profits  and  those 
sales  of  property,  like  the  elevator  company,  they  nay  you  back,  and 
the  stockholders  of  the  Great  Northern  Railway  Co.  at  once  become 
the  proprietors  of  so  much  of  the  property  as  is  left  after  paying  you 
back.    Is  that  correct? 

Mr.  Hill.  They  are  the  beneficiaries,  not  the  proprietors. 

Mr.  Gardner.  That  is,  they  become  the  sole  beneficiaries  of  this 
property  held  in  trust  for  them? 

Mr.  Hill.  That  is  as  I  understand  it. 

Mr.  Gardner.  In  other  words,  it  cost  the  stockholders  of  the  Great 
Northern  Railway  Co.  nothing? 

Mr.  Hill.  Nothing. 

Mr.  Gardner.  You  were  paid  back  for  what  you  expended  and> 
ultimately,  the  Great  Northern  Railway  Co.  stockholaers  get  the 
benefit  of  that  which  the  propertj^  actually  proved  to  be  worth  over 
and  above  what  you  had  paid  for  it? 

Mr.  Hill.  Yes,  sir. 

Mr.  Gardner.  Is  that  a  correct  statement? 

Mr.  Hill.  That  is  the  transaction.    That  is  it  exactly. 

Mr.  Beall.  Just  one  point  I  am  mystified  on:  I -may  not  under- 
stand the  relation.  I  can  not  understand  why  the  stockholders  of 
the  Great  Northern  Railway  Co.  would  receive  as  a  gift  this  property 
that  cost  you  $4,050,000. 

Mr.  Hill.  Before  they  received  that  I  got  my  $4,050,000. 

Mr.  Beall.  I  understand  you  got  that  back.  It  was  paid  back  to 
you  from  this  limited  company? 

Mr.  Hill.  Yes. 

Mr.  Beall.  But  the  stockholders  of  the  Great  Northern  Railway 
Co.  got  the  benefit,  were  made  the  beneficiaries  of  this  trust? 

Mr.  Hill.  Yes. 
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Mr.  Beall.  And  they  never  did  have  to  pay  anything  for  it  ? 

Mr.  Hux.  That  is  nght. 

Mr,  Beau..  I  was  not  sure  that  I  understood  it. 

Mr.  Hill.  I  have  been  the  trustee  of  the  stockholders  of  the  Great 
Northern  Railway  Co.  for  a  great  many  years. 

Mr.  Beall.  Yes. 

Mr.  Hill.  And  I  have  tried  always  to  carry  on  their  business  as 
it  ought  to  be  done. 

Mr.  Beall.  As  trustee  for  them,  was  there  ever  any  other  instance 
where  this  amount  of  property  was  given  to  them  and  they  paid 
nothing  in  return? 

Mr.  Hill.  I  do  not  recall  many  such  transactions ;  but  that  does 
not  alter  the  fact  at  all. 

Mr.  Beall.  Of  course  not 

Mr.  Hill.  No;  it  was  riffht.  If  I  could  make  that  money  for 
myself  I  could  make  it  for  them,  could  I  not?  ^ 

Mr.  Beall.  Yes.  You  paid  the  money  for  it,  and  it  seems  to  me 
the  right  thing  was,  if  they 

Mr.  Hill  (interposing).  I  could  have  kept  it. 

Mr.  Beall.  It  seemed  to  me  that  the  right  thing  was  for  them  to 
have  refunded  to  you  the  amoimt  of  money  you  had  paid 

Mr.  Hill.  So  long  as  I  got  my  money,  with  interest,  what  differ- 
ence did  it  make? 

Mr.  Beall.  Of  course  you  had  no  basis  for  complaint,  but  I  can 
not  see  what  interest  these 

Mr.  Hill  (interposing).  But  I  represented  those  stockholders* .  I 
was,  in  a  measure,  dealing  with  myself. 

Mr.  Gardner.  Let  me  put  it  in  this  way:  You  pay  $4,000,000, 
reallv  acting  for  the  stockholders  of  the  Great  Northern  Railway 
Co.?' 
^  Mr.  Hill.  I  bought  that  property  so  as  to  get  control  of  the  trans- 
portation of  that  ore,  which  was  important  to  that  portion  of  the 
road,  which  had  practically  no  business. 

Mr.  Gardner,  x  ou  did  it  with  their  interest  in  view — ^not  with 
your  own  interest  in  view  ? 

Mr.  Hnx.  That  is  right. 

Mr.  Gardner.  Subsequent  events  showed  the  property  was  worth 
a  good  deal  more  than  $4,000,000  ? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  You  are  paid  back  your  $4,000,000,  and,  really,  the 
whole  thing  has  been  done  for  the  stockholders  ? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  Thev  get  the  balance,  whatever  it  is  worth,  over 
that  $4,000,000? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  But  supposing  the  thing  had  gone  the  other  way; 
supposinj?,  instead  of  being  worth  $4,000,000,  it  had  proved  to  be 
worth  only  $2,000,000 ;  how  would  you  have  been  protected  ? 

Mr.  Hill.  I  should  have  been  out.  I  was  under  no  obligation  to 
buy  it  for  them. 

Mr.  Gardner.  In  other  words,  you  were  in  the  position  where,  if 
you  made  money  out  of  the  transaction,  that  went  to  the  stockholders, 
and  if  you  lost  money  that  came  out  of  your  own  pocket  ? 
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Mr.  Hnx.  I  do  not  know  what  the  stockholders  would  have  done, 
I  have  worked  for  83  years  for  them  now. 

Mr.  Gardner.  Would  they  have  had  the  legal  right  to  reimburse 
you  % 

Mr.  Hill.  I  could  not  enforce  any  right  of  that  kind. 

Mr.  Gardner.  Would  they  have  had  the  right?  Would  the  direc- 
tors of  that  railroad  have  had  the  right  to  reimburse  you  in  case  you 
had  made  a  bad  venture? 

Mr.  Hill.  I  do  not  think  they  would.  But  when  I  made  that  pur- 
chase the  Mahoning  mine  was  in  plain  sight.  There  was  no  risk 
about  it.  It  was  a  well  open,  shipping  mine.  The  Mahoning  mine 
was  worth  all  I  paid  for  it.  Mr.  Wright  told  me  his  best  information 
was  that  thev  had  150,000,000  tons  of  ore  in  the  land,  and  he  thought 
a  great  deal  more.  I  asked  him  upon  what  his  information  was 
based,  and  he  said  it  was  general  information.  They  had  not  been 
drilled,  but  the  Mahoning  property  was  there,  and  the  Mahoning 
proper^  was  worth,  at  that  time,  practically  all  I  paid  for  it. 

Mr.  Gardner.  As  events  have  shown,  it  was  worth  a  great  deal 
more? 

Mr.  Hill.  It  was  worth  a  great  deal  more.  I  think  the  lease  that 
the  Mahoning  Co.  owns  is  worth  anywhere  from  $50,000,000  to 
$75,000,000. 

Mr.  Gardner.  So  you  were,  after  all,  in  this  position,  that  if  the 
coin  turned  up  "  heads  "  you  came  out  even,  and  if  the  coin  turned 
up  "  tails  "  somebody  else  got  all  the  profits? 

Mr.  Hill.  I  have  been  in  that  position  for  33  years.  I  have  worked 
for  the  company  that  length  of  time,  and  the  shareholders  have  re- 
lied on  me  entirely;  and  everyone  oi  them  have  had  just  the  same 
salarv  that  I  have  had.  I  felt  that  it  was  worth  mv  while  to  have 
clean  hands. 

Mr.  Gardner,  Of  course. 

What  is  the  reason  that  forces  a  situation  like  that?  Is  it  in  con- 
sequence of  the  laws  of  the  various  States  of  this  Union  that  the  com- 
panv  can  not  do  it  for  itself  and  therefore  its  president  must  do  it 
for  It? 

Mr.  HiL'u  I  was  not  bound  to  buy  that  property. 

Mr.  Gai  )ner.  I  quite  understand  that.  But  was  there  any  reason 
why  the  stockholders  of  the  Great  Northern  Co.  should  not  have  done 
exactly  what  you  did  ?    Was  there  any  legal  reason? 

Mr.  Hill.  I  could  not  get  at  them  individually,  and  I  do  not 
think  that,  as  a  corporation,  the  Great  Northern  Railway  C!o.  could 
operate  mines.  It  might  operate  a  coal  mine  for  its  own  use,  but  I  do 
not  understand  that  it  could  go  into  the  operation  of  mining  iron  ore. 

Mr.  Gardner.  Under  the  United  States  law  or  under  State  lawi^ 

Mr.  Hill.  It  is  a  corporation  under  the  State  of  Minnesota,  or  un- 
der the  Territory,  and  adopted  by  the  State. 

Mr.  Gardxkr.  I?  there  anything  in  the  United  States  law  which 
would  prevent  tlieir  going  into  the  operation  of  mines? 

Mr.  Hill.  I  do  not  know.    I  am  not  a  lawver. 

The  Chairman.  You  do  not  claim  that  the  Great  Northern  Bail- 
way  Co.,  under  the  present  interstate-commerce  act,  could  own  and 
operate  the  Mahoning  mine  as  a  merchant  mine? 

Mr.  Hill.  I  have  just  said  it  could  not. 
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Mr.  Gabdner.  That  is  what  I  meant  in  asking  whether  it  was  a 
Federal  law. 

The  Chaibmak.  That  would  be  clearly  within  the  commodities 
clause  of  that  act.  But  you,  as  president,  could  own  and  operate  it, 
and  you  could,  if  you  wanted  to,  distribute  the  shares  pro  rata  among 
the  i^ckholders  of  the  company  f 

Mr.  Hill.  Or  give  it  to  the  poor. 

The  Chairman.  Or  give  it  to  the  poor? 

Mr.  Hnx.  Yes. 

The  Chairman.  And  you  preferred  to  give  it  to  the  company  ? 

Mr.  Hhx.  Yes. 

The  Chairman.  Did  the  company  need  it  worse  than  the  poor, 
Mr.  Hill? 

Mr.  Hn-L.  Dealing  with  the  worthy  pjoor  is  a  great  problem. 

The  Chairman.  How  did  you  distribute  it  among  these  share- 
holders ? 

Mr.  Hill.  It  was  distributed  to  them 

The  Chairman  (interposing).  Share  and  share  alike,  was  it  not? 

Mr.  Hill.  The  trustees  gave  them  certificates  representing  their 
aliquot  portions. 

The  Chairman.  Exactly.  You  gave  a  certificate  in  this  com- 
panv 

Mr.  Hill  (interposing).  If  you  please,  I  did  not  give  them  any- 
thing. 

The  Chairman.  And,  by  the  way,  it  was  not  this  Lake  Superior 
Co.  (Ltd.)  that  did  that  work  at  all,  was  it?  You  formed  another 
company,  did  you  not? 

Mr.  Hill.  The  Lake  Superior  Co. 

The  Chairman  (interposing).  Became  what? 

Mr.  Hill.  The  Lake  Superior  Co.,  under  direction,  conveyed  to  the 
trustees  the  titles  and  the  leases. 

The  Chairman.  And  this  Lake  Superior  Co.  (Ltd.)  afterwards  be- 
came the  Great  Northern  Ore  Co.  ? 

Mr.  Hill.  That  is  it.  That  is,  the  Lake  Superior  Co.  did  not 
become  the  Great  Northern  Ore  Co.,  but  the  Great  Northern  Ore  Co. 
is  a  trust  for  the  benefit  of  the  shareholders  of  the  ore  lands,  and 
they  are  distributed  t6  the  stockholders  of  the  Great  Northern 
Ore  Co. 

Mr.  Young.  It  is  the  trustee  ? 

Mr.  Hill.  Yes. 

The  Chairman.  And  you  gave  one  ore  certificate  in  this  company 
for  each  share  of  stock  in  the  Great  Northern  Railway  Co.  ? 

Mr.  Hill.  Yes ;  that  is  right. 

The  Chairman.  So  that  if  a  man  had  100  shares  of  stock  in  the 
Great  Northern  Co.,  he  got  100  ore  certificates? 

Mr.  Hill.  That  is  right 

The  Chairman.  Ana  the  effect  of  that  arrangement  was  identical 
with  ownership,  except  that  the  legal  status  was  different?  I  mean, 
the  proceeds  from  whatever  you  derived  from  the  operation  of  these 
ore  lands  went  to  the  holders  of  stock  in  the  Great  Northern  Ore  Co. 
just  as  they  would  have  done  if  the  Great  Northern  Railway  Co.  had 
owned  it  absolutely.    Is  not  that  true  ? 

Mr.  Hill.  No.  The  shareholders  of  the  Great  Northern  got 
beneficiary  shares  in  the  ore  company,  and  those  beneficiary  shares  in 
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the  ore  company  get  whatever  income  there  is  after  paying  expenses 
coming  from  the  ore  lands.  Those  shareholders  were  the  same,  at  one 
time,  on  the  day  or  hour  they  were  distributed.  Later,  one  man 
might  sell  his  share  of  railroad  stock  and  the  other  one  might  sell 
his  ore  stock;  and  they  became  entirely  different. 

The  Chairman.  If  the  holders  of  Great  Northern  stock  had  never 
transferred  their  ore  certificates,  or  if  you  had  placed  a  clause  in  the 
ore  certificates  providing  that  they  were  not  to  be  transferred  or 
negotiated  except  upon  the  transfer  or  negotiation  of  a  correspond- 
ing share  of  stock  with,  which  it  was  issued^  would  there  have  been 
any  difference  between  that  and  the  ownership  outright  by  the  Great 
Northern  Co.  as  far  as  profits  in  the  operation  of  the  ore  company 
were  concerned  ? 

Mr.  Hnx.  They  are  held  entirely  separate. 

The  Chairman.  I  know  it;  but  I  am  speaking  now  of  the  effect 
Were  the  profits  distributed  in  that  way  the  same  as  if  your  com- 
pany had  owned  and  operated  the  ore  lands! 

Mr.  Hill.  If  the  railroad  company  had  owned  and  operated  the 
ore  lands,  it  would  have  been  paid  in  dividends  by  the  railwav  com- 
pany, and  the  railwav  company  never  made  any  such  dividends,  and 
could  not,  because  they  never  had  the  title  or  ownership  to  it  or 
anything  connected  with  it. 

Mr.  Gardner.  Suppose  I  owned  100  shares  of  Great  Northern  Bail- 
way  stock  at  the  time  these  ore  certificates  were  issued. 

Mr.  Hill.  Yes. 

Mr.  Gardner.  I  would  have  received  100  ore  certificates  ? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  Would  I  have  been  permitted  to  sell  those  100  certifi- 
cates to  Mr.  Young  without  at  the  same  time  selling  him  my  100 
shares  of  stock  ? 

Mr.  Hill.  Certainly.  Do  as  you  like  with  them.  They  are  yours. 
There  is  no  string  attached  to  tnem. 

Mr.  Gardner.  There  was  no  condition  attached  to  them  at  all? 

Mr.  Hill.  Not  at  all.  It  was  just  as  separate  and  distinct  as  can 
be ;  and  it  is  quite  simple,  when  you  understand  it. 

The  Chairman.  On  the  day  or  hotir  the  certificates  were  issued 
each  man's  share  in  them  was  determined  by  his  interest  in  the  Great 
Northern  Railway  Co.? 

Mr.  Hill.  It  was  determined  by  his  interest  in  the  Great  Northern 
Railway  Co.  as  far  as  the  allotment  of  certificates  to  him  was  con- 
cerned ;  but  he  had  no  more  title  to  that  through  the  Great  Northern 
than  he  had  in  buying  a  house  or  a  horse. 

The  Chairman.  The  committee  will  stand  adioumed  until  to- 
morrow morning  at  10  o'clock,  when  we  shall  be  obliged  if  you  wiU 
appear  before  us  again,  Mr.  Hill. 

Whereupon,  at  4.05  o'clock  p.  m.,  the  committee  adjourned  until 
10.30  o'clock  to-morrow  morning,  February  13,  1912. 
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comhtttbe  on  investigation  of  the 

United  States  Steel  Corporation, 

House  of  Representatives, 
Washington,  D.  C,  Tuesday,  February  IS,  1912. 

The  committee  this  day  met,  Hon.  Augustus  0.  Stanley  (chairman), 
presiding. 

The  Chairman.  I  am  just  in  receipt  of  a  telegram  from  Mr.  Littleton 
saying  that  he  regrets  his  inability  to  be  present  at  the  hearing  on 
account  of  the  fact  that  he  has  been  ill  for  several  days  and  last  night 
was  called  to  New  York  on  peremptory  business. 

STATEHEBT  OF  MB.  J.  J.  HIU— Besomed. 

The  Chairman.  Mr.  Hill,  at  the  adjournment  of  this  committee  on 
yesterday  we  had  gotten  to  the  point  where  the  Lake  Superior  Co. 
(Ltd.),  a  joint-stod^  association,  had  been  organized  in  what  was 
known  as  the  Great  Northern  Ore  Co.  Was  the  Great  Northern  Ore 
Co.  a  joint-stock  association  } 

Mr.  Hill.  No,  sir. 

The  Chairman.  What  was  the  nature  of  that  corporation? 

Mr.  Hill.  It  was  a  trust,  pure  and  simple. 

I  have  found  a  copy  of  the  report  of  the  trustees,  which  brin^  their 
business  up  to  the  31st  of  December  [handing  report  to  the  chaurman]. 

The  CHAmMAN.  I  am  ever  so  much  obliged  to  you,  Mr.  Hill. 

Mr.  Hill.  That  is  much  better  than  my  recollection  of  those  ques- 
tions, and  I  think  it  covers  most,  if  not  all,  of  the  important  trans- 
actions up  to  the  31st  of  December  last. 

The  Chairman.  I  am  very  grateful  to  you. 

This  report — I  shall  be  delighted  to  read  it  later,  but  I  have  not  the 
time  just  now,  of  course. 

They  held  the  stock  of  this  ore  company  for  the  benefit  of  the 
stockholders  of  the  Great  Northern  Railway.    Is  that  it,  in  substance  I 

Mr.  Hill.  The  ore  lands  are  the  substantial  property,  and  they 
were  owned  by  diflFerent  companies.  The  trustees  hold  the  stocks  of 
those  compames  that  own  the  ore  lands,  and  the  trustees  hold  them 
in  trust  for  the  benefit  of  the  shareholders  of  the  Great  Northern  Rail- 
way Co.,  as  they  appeared  of  the  date  when  the  transaction  was  made. 
Since  that  time  the  shareholders  of  both  companies  undoubtedly  have 
made  many  changes. 

The  Chairman.  You  spoke  of  the  shareholders  of  the  Great  North- 
em  Railway.  What  was  the  capitalization  of  that  road  at  the  time 
of  the  formation  of  this  company  and  the  distribution  of  these  ore 
certificates ! 

Mr.  Hill.  $150,000,000,  as  I  recollect  it. 
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The  Chaibman.  What  part  of  that  $150,000,000  was  held  by  your- 
self and  by  the  trustees  of  the  Lake  Superior  Co.  (Ltd.);  J.  rl.  HUl, 
James  J.  Hill,  and  R.  I.  Farrington ) 

Mr.  Hill.  I  could  not  speak  for  others  than  myself.  I  held,  I 
think,  about  100,000  shares. 

The  Chairman.  Do  you  know  about  how  many  shares  your  sons 
held? 

Mr.  Hill.  No. 

The  Chaibman.  Have  you  any  idea  ? 

Mr.  Hill.  No. 

The  Chairman.  Not  the  slightest  ? 

Mr.  Hill.  Oh,  they  may  have  held  two  or  three  thousand  each. 

The  Chairman.  Prior  to  the  time  it  was  announced  that  the  ore 
certificates  of  the  Great  Northern  Ore  Co.  would  be  distributed  pro 
rata  among  the  shareholders  of  the  Great  Northern  Railway  Co^  at 
what  were  the  stocks  of  the  Great  Northern  Railway  selling"?  What 
was  their  market  value  ? 

Mr.  Hill.  I  do  not  recollect. 

The  Chairman.  To  refresh  your  memory,  were  they  not  selling  at 
117? 

Mr.  Hill.  Oh,  they  have  sold  as  high  as  250. 

The  Chaibman.  Have  they  not  sold  as  high  as  380  ? 

Mr.  Hill.  I  do  not  recall.  I  know  the  stock  market  is  something 
that  does  not  interest  me  a  great  deal. 

The  Chaibman.  At  what  date  was  it  that  this  distribution  was 
made  ? 

Mr.  Hill.  That  report  will  show.     I  could  not  speak  accurately. 

The  Chaibman.  Tne  trust  agreement  is  of  December  7,  1906? 

Mr.  Hill.  That  would  be  it,  then. 

The  Chaibman.  Is  that  the  date  of  the  distribution  ? 

Mr.  Hill.  Yes;  that  would  be  the  date. 

The  Chairman.  I  will  ask  you  if  90  days  prior  to  this  agreement, 
or  prior  to  the  time  it  was  known  that  these  certificates  of  stock 
would  be  distributed,  the  Great  Northern  stocks  were  not  selling  at 
about  117? 

Mr.  Hill.  I  have  not  the  remotest  idea. 

The  Chairman.  I  will  ask  you  if,  within  60  days  after  that 
announcement  was  made,  and  if  it  was  not  made  in  the  papers  gen- 
erally, they  sold  for  380  ? 

Mr.  Hill.  I  have  no  recollection  as  to  the  prices.  They  are  a 
matter  of  public  record,  and  can  be  easily  ascertained. 

Mr.  Gardner.  May  I  ask  a  question  right  there,  that  perhaps  he 
would  remember,  Mr.  Chairman  ? 

The  (^hairman.  Certainly. 

Mr.  Gardner.  At  what  price  did  Great  Northern  ore  certificates 
sell  when  they  were  first  put  out  ? 

Mr.  Hill.  I  do  not  recall. 

Mr.  Gardner.  That  would  be  an  indication,  Mr.  Chairman. 

Mr.  Young.  May  I  ask  a  question  right  there? 

The  Chairman.  Certainly. 

Mr.  Young.  There  was  a  time,  was  there  not,  when  it  was  under- 
stood, gonerallv,  outside,  that  there  was  a  struggle  for  the  control  of 
the  Great  Nortnern,  when  its  stock  went  to  an  fumost  fabulous  height 
for  a  few* days? 
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Mr.  Hill.  I  do  not  quite  understand  what  you  mean. 

Mr.  Seed.  Are  you  not  thinking  of  the  Northern  Pacific? 

Mr.  Young.  Perhaps  I  am.  I  did  not  remember  the  Great  North- 
em  going  to  any  such  price  as  380,  unless  it  was  during  such  a  period 
as  that. 

Mr.  Hill.  I  dp  not  recall  that  price,  but  then,  it  m^ht  be.  I  do 
not  bother  myseU  very  much  about  the  price  of  stocks  in  the  market, 
because  they  are  more  or  less  controlled  by  local  conditions  in  the 
market. 

The  Chairman.  Now,  taking  up  these  properties,  the  Wright  & 
Davis  properties  contained  40  miles  of  main  track,  did  they  not  ? 

Mr.  Hill.  I  said  about.  I  am  speaking  from  recollection.  I  do 
not  recall  exactly. 

The  Chairhan.  You  had  about  the  same  number  of  branch  lines  I 

Mr.  Hill.  I  do  not  know  how  many.  There  were  a  number.  I 
have  never  been  over  them.  Those  logging  branches  are  laid  locally, 
and  taken  up  and  moved  around. 

The  Chairman.  The  State  of  ^linnesota,  I  believe,  makes  a  dis- 
tinction, for  purposes  of  taxation,  between  raw  or  agricultural  lands, 
timber  lands,  and  ore  lands,  does  it  not  ? 

Mr.  Hill.  Between  lands  carrying  ore  and  lands  that  do  not  carry 
ore,  you  mean? 

The  Chairman.  Yes;  where  they  are  known  to  contain  ore. 

Mr.  Hill.  I  think  the  lands  carrying  ore  are  taxed  on  an  ore  basis. 

The  Chairman.  I  will  ask  you  if,  at  the  time  you  purchased  this 
Wright  &  Davis  property,  the  Wright  &  Davis  lands  were  not  carried 
on  the  Minnesota  tax  books  as  raw  land  % 

Mr.  Hill.  I  do  not  know  that  there  was  any  special  regulation  at 
that  time.  I  think  that  tax  provision  was  subsequent.  That  is  my 
recollection.     I  may  be  wrong. 

The  Chairman,  i  ou  stated  yesterday,  Mr.  Hill,  that  after  the 
purchase  of  the  Wright  &  Davis  lands  you,  or  your  sons,  those  per- 
sons immediately  interested,  leased  about  2,800  acres,  waa^  it,  addi- 
tional? 

Mr.  Hill.  Probably. 

The  Chairman.  At  what  time  were  these  leases  made  % 

Mr.  Hill.  I  do  not  recall.  I  did  not  make  them.  They  were 
made  at  various  times. 

The  Chairman.  About  what  years  ? 

Mr.  Hill.  I  could  not  say. 

The  Chairman.  At  what  time  did  you  purchase  the  Wright  & 
Davis  land — this  $4,000,000  transaction  ? 

Mr.  Hill.  I  think  it  was  in  1897. 

The  Chairman.  Between  that  time  and  the  time  of  making  this 
lease  at  various  times  you  acquired  other  leaseholds  ? 

Iklr.  Hill.  Some;  and  some  purchases. 

The  Chairman.  You  leased  considerable  lands  from  the  State  of 
Minnesota.  The  mine  known  as  the  Hill  mine  is  a  State  lease,  is 
it  not  ? 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  What  did  you  pay  in  royalty  on  those  leases  ? 
What  was  the  amount  ? . 

Mr.  Hill.  That  I  can  not  say.  I  think  the  State  minimum  was 
25  cents.  I  think  that  is  provided  by  an  act  of  the  legislature,  estab- 
lishing a  minimum  price  of  25  cents. 
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The  Chairman.  And  they  are  usually  leased  at  the  minimum  price  t 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  Did  you  pay  more  than  40  cents  a  ton  royalty  for 
any  of  the  2,800  acres  of  land  leased  ? 

Mr.  Hill.  I  do  not  know.  I  did  not  make  those  transactions,  and 
never  charged  my  mind  with  them. 

The  Chairman.  Did  you  not  have  a  material  interest  in  these 
transactions,  a  verv  large  interest  in  their  welfare 

Mr.  Hill.  But  Tdo  not  carry  those  figures  in  my  mind,  as  to  what 
was  paid  for  this  lease  or  that  lease. 

The  Chairman.  Do  you  not  remember  at  what  price  you  were 
leasing  when  you  were  leasing  2,800  acres  ? 

Mr.  Hell.  I  do  not  recall.  The  general  price  at  which  leases  were 
made  when  my  connection  began  with  it  was  about  15  to  20  cents; 
and  it  began  to  rise  until  it  got  up  to  30  and  40  and  50  cents;  and 
leases  made  by  the  State,  and  heid  by  individuals,  were  often  sold. 
Leases  of  property  made  by  individuals  were  sold  to  other  indi- 
viduals. The  lease,  the  right  to  mine,  would  be  sold  quite  frequently 
for  a  large  sum.  So  that  the  auastion  of  royalty  cut  some  figure, 
but  it  was  not  a  figure  that  would  establish  in  any  or  every  case  the 
value  that  was  paid  for  the  ore.  Sometimes  a  man  held  a  lease  to 
mine  for  25  cents,  and  I  know  of  such  leases  selling  as  high  as  half 
a  million  doUars;  just  for  the  right  to  mine  it. 

The  Chairman.  Do  you  not  know  that,  between  the  time  you 
acquired  the  Wright  &  Davis  lands  and  the  time  you  made  your  last 
lease  of  adjacent  properties  prior  to  the  lease  to  the  Steel  Corporation, 
you  never  paid  more  than  40  cents  a  ton  royalty  for  any  ore,  nowever 
rich,  or  however  favorably  located  ? 

Mr.  Hill.  That  would  not  be  true  at  all. 

The  Chairman.  Will  you  tell  me  when  you  paid  more  than  40  cents, 
and  where,  and  to  whom  ? 

Mr.  Hill.  Under  some  of  those  leases  the  holder  would  get  the 
entire  amount.  That  is  all  set  out  in  that  report,  and  we  are  traveling 
over  ground  that  is  not  relevant  a  particle  and  will  be  shown  clearly 
and  quickly  if  you  will  read  the  report. 

The  Chairman.  I  must  be  the  judge  of  the  relevancy,  Mr.  Hill. 

Mr.  Gardner.  Could  not  the  value  of  those  leases  be  ascertained 
by  combining  the  royalty  with  the  bonus  paid  ? 

Mr.  Hill.  There  are  a  great  many  leases  that  have  been  sold  for 
high  prices. 

Mr.  Gardner.  By  taking  those  high  prices  which  are  known  as  the 
bonus,  and  calculating  the  estimated  tonnage,  and  adding  the  roy- 
alty, would  not  that  give  the  value  ? 

Mj.  Hill.  Yes;  but  without  knowing  what  the  tonnage  in  that 
property  was  I  would  be  auite  unable^ 

Mr.  Gardner.  I  said  tatdng  the  estimated  tonnage  at  the  time  the 
lease  was  transferred. 

Mr.  Hill.  Does  that  refer  to  any  particular  piece? 

Mr.  Gardner.  To  quite  a  numoer  that  we  nave  figured  on;  that 
is  all. 

Mr.  Hill.  I  have  not  any  recollection  or  information  of  any  of 
those  transactions. 

Mr.  Gardner.  I  am  not  saying  this  about  your  parcels,  but  I  mean 
in  leases  in  general. 
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Mr.  Hill.  That  would  undoubtedly  show  what  the  party  paid^ 
if  the  quantity  of  ore  was  known. 

Mr.  Gardnbr.  I  say,  on  the  estimated  tonnage  at  the  time,  it 
would  show  what  the  purchasing  party  and  the  selling  party  esti- 
mated to  be  the  value  of  that  ore  per  ton.  That  is  what  I  wanted 
to  get  at.    Whether  it  was  a  true  method  of  calcidating. 

Mr.  YouNO.  They  made  a  good  many  pretty  bad  guesses.  Some  of 
them  a  good  deal  too  high  and  some  of  them  a  good  deal  too  low. 

Mr.  Hill.  I  think  that,  as  a  rule,  the  mines  neid  out  all  they 
estimated. 

Mr.  Young.  But  I  am  speaking  of  value. 

Mr.  Hill.  I  do  not  know. 

Mr.  YouNO.  You  would  not  think  that  the  royalty  and  the  bonus 
paid  was  any  measure  of  the  value  of  the  property  to-day,  would 
you? 

Mr.  Hill.  No. 

Mr.  Gardner.  I  am  speaking  of  the  time  the  transaction  was 
made. 

Mr.  Hill.  It  is  hearsav  with  me.  I  never  made  a  lease  of  any  of 
the  property.  It  is  all  nearsay,  just  as  it  might  come  to  me.  My 
testimony  in  regard  to  it  would  be  of  very  little  accurate  use. 

The  Chairman.  Mr.  Hill,  you  spoke  of  the  Mahoning  mine  as  being 
developed  and  the  ore  exposed  ? 

Mr.  Hell.  Yes,  sir. 

The  Chairman.  It  was  known  and  valuable  at  the  time  you  pur- 
chased this  property? 

Mr.  Hill.  I  saw  it  before  making  the  purchase. 

The  Chairman.  The  Mesabi  Range  at  that  time  was  pretty  well 
explored,  was  it? 

Mr.  Hill.  No;  I  should  say  not.     Portions  of  it  east 

The  Chairman.  St.  Louis  County  ? 

Mr.  Hill.  I  am  not  sure  of  the  name  of  the  county,  but  the  Mesal}i 
Range  is  well  known,  and  the  name  describes  it  very  well.  'Hiere 
is  not  another.  And  the  eastern  portion,  I  should  say  the  eastern 
third  of  the  range,  was  fairly  well  explored. 

The  Chairman.  How  long  was  it  after  the  purchase  of  the  Long- 
year  and  the  Wright  &  Davis  properties  in  1891  until  the  western  hwf 
was  explored? 

Mr.  Hill.  The  western  half  was  not  largely  explored  until  after 
the  lease  to  the  steel  company. 

The  Chairman.  Then  it  was  explored  by  the  Steel  Corporation  ? 

Mr.  Hill.  Yes,  sir.  My  recollection  is  that  they  agreed  to  keep 
a  certain  number  of  drills  at  work  and  explore  it. 

The  Chairman.  At  the  time,  then,  that  the  Steel  Corporation 
entered  into  this  lease,  it  was  a  mere  estimate  by  the  lessor  and  lessee 
as  to  the  probable  amount,  location,  and  character  of  the  ore  which 
they  agreed  to  take? 

Mr.  Hill.  There  were  tracts  that  had  been  drilled,  and  experts 
have  their  own  way  of  estimating  the  amount  of  ore.  I  am  not  an 
expert,  but  they  have  their  own  way  of  doing  it. 

The  Chairman.  Were  those  tracts  on  your  property  or  were  they 
on  adjacent  properties,  that  had  been  drilled? 

Mr.  Hill.  Mainly  on  adjacent  property.  I  think  they  had  drilled 
some  of  the  Wright  &  Davis  properties.  Then,  some  wells  had 
been  dug. 
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The  Chairman.  Do  I  understand  thej"^  struck  ore  t 

Mr.  Hell.  Yes. 

The  Chairman.  This  Mesabi  Range  at  that  time  had  been  explored 
by  various  steel  companies,  as  I  understand.  The  Cambria  had 
holding  there } 

IgMr.  Hnx.  Yes;  but  this  Mesabi  Range  covers  a  long  stretch  of 
country.  I  do  not  know  how  much  the  Cambria  explored,  or  practi- 
caUv  how  much  any  other  company  explored. 

"^llie  Chairman.  All  the  great  steel  companies  had  more  or  less  ore 
in  this  Mesabi  Range  at  the  time  of  which  you  are  speaking,  had 
they  not  ? 

^•'iMr.  Hill.  They  have  now,  but  I  do  not  recall  when  they  acquired 
it.     They  have  been  picking  it  up  from  time  to  time. 

The  Chairman.  You  were  there  on  the  range,  were  you  not? 
You  had  holdings  all  through  it,  east  and  west  ? 

Mr.  Hill.  But  I  did  not  ascertain  who  was  buying  other  lands. 

The  Chairman.  How  far  is  it,  for  instance,  from  me  mine  known 
as  the  Hill  mine  to  the  Mahoning  mine  ? 

Mr.  Hill.  I  do  not  know  where  the  Hill  mine  is.  I  do  not  know 
within  5  miles  of  where  it  is. 

The  Chairman.  But  it  is  many  times  5  miles  between 

Mr.  Hill  (interposing).  I  do  not  know  where  it  is.  I  know  it  is 
out  toward  the  west  end  of  the  range,  but  where  it  is  I  do  not  know. 

The  Chairman.  And  the  Mahoning  is  on  the  eastern  portion  of 
the  range  ? 

Mr.  Hill.  No;  it  is  about  the  middle.  You  may  say  it  is  about 
the  middle. 

The  Chairman.  How  long  is  that  range  ? 

Mr.  Hill.  Sixty  miles,  I  should  think. 

The  Chairman.  There  were  your  lands,  and  there  were  the 
Longyear-Beimett  holdings  ? 

,  Mr.  Hill.  Long}  ear  and  Bennett  held  jointly  with  Wright  &  Davis, 
aiid  I  think  Longyear  and  Bennett  have  held  some  of  their  own,  in 
which  Wright  &  t)avis  had  no  interest. 

The  Chairman.  Were  there  any  other  large  holdings  on  the  Mesabi 
Range,  except  those  of  Longyear  and  Bennett's,  that  were  not  the 
property  of  various  steel  companies  ? 

Air.  Hill.  Oh,  yes. 

The  Chairman.*  Who  had  any  extensive  holdings  there  besides 
you? 

Mr.  Hill.  Different  lumbermen. 

The  Chairman.  Were  they  under  lease,  or  were  those  lumbermen 
just  holding  until  the  ore  was  sold  ? 

Mr.  Hill.  The  lumbermen  acquired  the  land  for  its  timber — some 
large  tracts  from  the  State  of  Minnesota. 

The  Chairman,  The  State  of  Minnesota  had  the  fee;  but  were  there 
any  lar^e  ore  holdings  in  that  rcj^ion  subject  to  lease  except  your  hold- 
ing and  that  of  Ijongyear  and  Bennett  ? 

Mr.  IIiLL.  Subject  to  what  lease? 

The  Chairman.  Subject  to  anybody's  lease;  lands  that  weare  not 
then  leased  by  somebody,  at  the  time  you  made  this  contract  with  the 
steel  company. 

Mr.  IIiLL.  I  could  not  answer  that  question,  because  I  have  not  the 
information.    They   were   lands   owned    by   Mr.    Walker;  but   we 
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acauired  a  half  interest  in  the  Walker  lands.  We  acquired  the  own- 
ersnip  of  the  fee  of  half  of  the  Walker  lands  before  the  lease  was  made. 
A  number  of  men  owned  land  up  there;  a  great  many. 

The  Chairman.  Mr.  Herbert  Knox  Smith  says  that  the  Steel  Cor- 
poration had  75  per  cent  of  that  ranjge  either  in  fee  or  under  lease. 

Mr.  Gardner.  Of  the  Lake  Superior  mines  ? 

The  Chairman.  Of  the  Lake  Superior  region. 

Mr.  Hill.  At  what  time  ? 

Mr.  Gardner.  At  the  present  time. 

Mr.  Hill.  That  would  oe  includihg  the  lease  of  the  Great  Northern 
lands.  I  should  think  75  per  cent  would  be  about  right,  including  the 
Great  Northern  lands. 

The  Chairman.  Who  held  the  other  25  per  cent  ? 

Mr.  Hill.  A  great  many  people. 

The  Chairman.  Jones  and  Laughlin  ? 

Mr.  Hill.  Yes. 

The  Chairman.  The  Republic  Iron  &  Steel  Co.  ? 

Mr.  Hill.  Yes. 

The  Chairman.  The  Cambria  Co.  1 

Mr.  Hill.  Yes. 

The  Chairman.  The  Pennsylvania  Iron  &  Steel  Co.  ? 

Mr.  Hill.  The  Lackawanna. 

The  Chairman.  The  Lackawanna ) 

Mr.  Hill.  Yes;  and  Labell  and  Corrigan  and  McKinney. 

The  Chairman.  Did  the  Midvale  Co.  use  any  up  there,  or  do  they 
use  Cuban  ore  ? 

Mr.  Hill.  I  do  not  recall.  Pickans-Mather  and  the  Haimas  and 
Rogers,  Brown  &  Co.,  and  the  International  Harvester;  there  are  a 
great  many  of  them. 

Mr.  Gardner.  May  I  ask  a  question  at  that  point,  Mr.  Chairman  ? 

The  Chairman.  Certainly. 

Mr.  Gardner.  How  about  the  26,000  acres  of  the  so-called  Hill 
ore  lands  that  were  not  leased  to  the  United  States  Steel  Corporation  1 

Mr.  Hill.  They  are  scattered,  and  most  of  them  are  outside  of  the 
probable  ore  belt. 

Mr.  Gardner.  That  is  to  say,  they  probably  would  not  be  included 
in  Herbert  Knox  Smith's  estimate,  in  your  opinion  t 

Mr.  Hill.  I  do  not  think  they  would  be  included  for  ore  in  any- 
bodVs  estimate.    There  might  be  some  ore  on  them. 

IkLr.  Reed.  Have  they  been  explored  9 

Mr.  Hill.  Not  that  I  know  of;  not  unless  the  Indians  have  done  it. 

The  Chairman.  Your  ore  properties  and  the  Longyear  and  Bennett 
ore  properties  were  leased  at  the  same  time  to  the  oteel  Corporation  ? 

Wr.  Hill.  Under  the  same  lease. 

The  Chairman.  Whose  ores  has  the  Steel  Corporation  mined ; 
yours  or  the  Longyear  and  Bennett  ores  ?  Whose  nave  they  taken 
out  ? 

Mr.  Hill.  There  were  some  other  owners  besides  Longyear  and 
Bennett. 

The  Chairman.  Yes. 

Mr.  Hill.  And  they  took  some  out  of  our  lands,  and  they  took  out 
some  of  the  Walker  lands,  in  which  we  owned  half,  and  some  of  the 
properties  in  which  the  Great  Northern  interest  was  small;  it  may  be 
that  the  entire  royalty  went  to  the  owners  of  the  property.  Those  are 
details.     I  am  not  a  trustee,  and  I  only  speak  from  general  knowledge. 
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The  Chairman.  You  spoke  of  the  Walker  lands  ? 

Mr.  Hnx.  Yes. 

The  Chairman.  Were  they  turned  over  at  this  tune  with  this 
lease? 

Mr.  Hill.  Half  of  ihem.  That  is  an  undivided  half.  The  steel 
company  owns  the  undivided  half. 

Tne  Chairman.  And  the  other  undivided  half  is  leased  ?  YRiat 
was  the  extent  of  that  ore  holding  ? 

Mr.  Hill.  I  do  not  know.         ^ 

The  Chairman.  Was  it  100  acres  or  1,000  acres  ?    Approximately  f 

Mr.  Hill.  It  might  be  3,000  or  4,000.  There  was  a  lot  of  that. 
That  is  outside  of  flie  probable  ore  belt. 

The  Chairman.  Now,  to  go  back  a  httle.  Have  they  mined  any 
of  the  Longyear  and  Bennett  ores  ? 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  Do  you  not  know  that  your  company  has  been 
continually  paying  minimums  to  Longyear  and  Bennett  ? 

Mr.  Hill.  Tnat  report  I  gave  you  will  rive  the  details. 

The  Chairman.  I  nave  not  time  to  read  that. 

Mr.  Hill.  My  recollection  does  not  cover  it.  I  was  not  a  party  to 
the  transaction  after  the  lease — after  the  protocol  of  the  lease  was 
made. 

The  Chairman.  Speaking  generally,  I  mean.  I  am  not  asking  for 
definite  information. 

Mr.  Hill.  If  I  did  know,  I  would  cheerfully  answer. 

The  Chairman.  Oh,  certainly.  I  am  not  questioning  your  veracity 
at  all,  but  I  am  trying  to  refresh  your  memory.  Is  it  not  true,  Mr. 
Hill,  that  this  ore  company  must  pay  to  Longyear  and  Bennett  a 
certain  amount  of  money  each  year  m  the  way  of  royalty  in  the  event 
no  ores  are  mined  by  the  steel  company  ? 

Mr.  Hill,  I  think  that  is  true. 

The  Chairman.  In  other  words,  the  Steel  Corporation  agreed  the 
first  year  to  take  out  750,000  tons,  and  a  certain  proportion  of  that 
was  to  be  taken  from  the  Ijongyoar  and  Bennett  properties,  under  the 
lease,  and  if  it  was  not  taken  out  they  were  to  be  paid  a  royalty  for 
that  proportion  ? 

Mr.  Hill.  I  think  there  is  no  such  condition  in  the  lease. 

The  Chairman.  How  does  it  happen  that  you  pay  tliis  mininuim 
to  Ijongyear  and  Bennett  ? 

Mr.  Hill.  I  tliink  that  is  between  the  trustees  and  Ijongyear  and 
Bennett,  not  in  the  steel  company's  lease. 

The  Chairman.  Is  it  not  true  that  they  have  paid  royalties  to 
Longyear  and  Bennett  every  year  since  this  lease  has  been  in  effect, 
for  ores  that  never  have  been  taken  out,  milUons  of  dollars  ? 

Mr.  Hill.  Royalties  on  ores  have  been  paid  to  Longyear  and  Ben- 
nett, and  that  is  in  the  report  that  I  brought  here  this  morning  and 
handed  up  to  you,  giving  tne  information  up  to  the  31st  of  December; 
and  it  is  a  great  deal  better  than  my  rambUng  guess  or  recollection, 
because  that  report  is  accurate. 

^  The  Chairman.  I  will  look  it  up  in  the  report.     I  have  had  no 
time  to  read  it,  as  yet. 

Mr.  Hill.  I  understand  that.  You  did  not  have  it.  I  had  it  in 
my  pocket,  as  I  brought  it  up  here  this  morning. 
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The  Chairman.  I  am  delighted  to  get  it,  and  I  shall  take  much 
interest  in  reading  it  as  soon  as  I  have  an  opportunity  to  do  so. 

Mr.  Hnx.  I  am  glad  to  be  able  to  give  it  to  you. 

The  Chaibman.  I  am  much  interested  in  that  proposition^  and  I 
shall  take  pleasure  in  reading  it. 

YThy  is  it  that  the  Steel  Corporation  has  mined  your  ores  practi- 
cally exclusively,  as  I  understand  from  veiy  rehabfe  authority,  and 
has  not  mined  the  ores  of  Longyear  and  Bennett  ? 

Mr.  Hill.  I  do  not  know,  but  I  suppose  I  could  give  ypu  an  opinion; 
and  it  would  be  nothing  more  than  an  opinion — that  is,  that  it  was 
more  convenient  for  them  to  take  the  prraerties  they  did. 

The  Chaibman.  The  Longyear  ana  Bennett  properties  are  an 
underground  proposition,  are  they  not  ? 

Mr.  Hill.  That  I  do  not  know. 

The  Chairman.  Are  there  any  open-pit  mines  on  the  Longyear 
and  Bennett  property ) 

Mr.  Hill.  I  do  not  know  of  any  mines  being  opened  on  them  at  alL 

The  Chairman.  Are  there  any  of  them  where  you  could  operate  an 
open-pit  mine  ? 

Mr.  Hill.  I  feel  quite  sure  there  are. 

Mr.  Reed.  Does  the  chairman  expect  to  offer  that  report  in 
evidence  ? 

The  Chairman.  I  expect  to  read  it. 

Mr.  Reed.  And  then  decide  ? 

The  Chairman.  Yes.  If  it  is  competent  and  relevant,  I  shall 
certainlv  offer  it. 

Mr.  Reed.  You  are  asking  Mr.  £U11'3  opinion  as  to  why  we  did  a 
certain  thing  that  it  has  not  been  proved  we  did  do;  and  I  wondered 
if  you  expected  to  show  by  that  report  that  we  did  do  it. 

The  CHAmMAN.  I  will  ask  you,  is  not  that  true? 

Mr.  Reed.  I  do  not  know.  That  is  the  only  thing  I  do  not  know» 
[Laughter.] 

The  CHAmMAN.  That  is  the  first  time  I  have  caught  you  napping* 
[Laughter.] 

Mr.  Young.  Mr.  Longyear  is  very  easy  to  get  at. 

The  CHAmMAN.  I  suppose  it  is  in  this  report,  and  we  can  find  it 
from  the  report. 

I  understand,  however,  that  that  was  generally  known. 

Mr.  Hill,  there  is  a  great  deal  of  this  property  leased  by  you  to  the 
Steel  Corporation  that  is  in  the  western  portion  of  the  Mesabi  Range, 
is  there  not  t 

Mr.  Hill.  A  large  part  of  it  is  west  of  the  center. 

The  Chairman.  A  good  part  of  your  holding  is  in  Itasca  County  ? 

Mr.  Hill.  I  do  not  know  the  names  of  the  counties. 

The  Chairman.  Is  this  ore  in  the  western  portion  of  the  Mesabi 
Range  transported  directly  from  the  mine  to  the  dock ) 

Mr.  Hill.  Some  of  it  is  washed. 

The  Chairman.  Explain  that. 

Mr.  Hill.  There  is  an  amount  of  sand  in  it,  and  there  is  a  very 
large  washing  plant  there,  and  some  of  it  is  washed,  to  wash  the  sand 
out.    It  is  called  concentration. 

The  Chairman.  The  ore  is  physically  mixed  with  large  amounts 
of  sUica,  and  that  has  to  be  washed  out  ? 
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Mr.  Hill.  That  has  to  be  washed  out  mechanically,  yes. 

The  Chairman.  How  much  ore  m  that  western  portion  is  it  neces- 
sary for  you  to  dig  out  of  the  ground;  how  much  of  this  silica  and 
iron  is  it  necessary  to  take  out  of  the  ground  in  order  to  get  a  ton  of 
merchantable  concentrate  t 

Mr.  Hill.  I  have  not  the  remotest  idea. 

The  Celubman.  In  round  numbers,  do  you  not  have  to  mine  about 
2  tons  to  get  1  ton  ? 

Mr.  HiUL.  I  should  think  not.  I  should  think  that  loss  would  be 
somewhere  from  20  to  25  per  cent;  but  that  is  only  my  judgment,  and 
it  is  only  based  on  impressions  that  I  have  got  from  time  to  time, 
without  any  accurate  knowledge. 

The  Chaibman.  Who  pays  for  tUs  process  of  concentration;  for 
this  washing  ? 

Mr.  Hill.  I  suppose  the  people  who  own  it  and  carry  it  on. 

The  Chaibman.  I  mean,  does  the  lessee  wash  this  ore  and  pay  for 
that  process  of  washing  before  you  determine  his  royalty  ? 

Mr.  Hill.  He  pays  the  royalty,  if  I  recollect  right,  on  the  mineral 
content  of  the  concentrate. 

The  Chaibman.  And  he  carries  on  the  process  of  washing  the  ore 
as  well  as  the  digging  ? 

Mr.  Hill.  Yes. 

The  Chairman.  At  his  own  expense  ? 

Mr.  Hill.  Yes. 

The  Chairman.  Has  the  Steel  Corporation  constructed  any  appa- 
ratus or  plant  of  any  kind  for  that  purpose  ? 

Mr.  Hill.  There  is  a  very  laige  plant  there,  at*  the  place  called 
Ooal  Range  or  near  Coal  Range. 

The  Chairman.  Do  you  know  what  that  plant  cost  1 

Mr.  Hill.  I  do  not. 

The  Chairman.  It  is  a  very  large  plant,  is  it  not  ? 
-    Mr.  Hill.  Yes. 

The  Chairman.  And  cost  several  miUion  dollars,  did  it  not  1 

Mr.  Hill.  I  do  not  know  what  it  cost. 

The  Chairman.  Do  you  have  to  wash  the  ores  on  the  eastern  part 
•of  the  Mcsabi  Range  or  in  the  center  ? 

Mr.  Hill.  I  do  not  know.  I  have  never  mined  any  ore,  and  I  do 
not  know. 

The  Chairman.  You  know  something,  I  presume,  of  the  large  mines 
on  that  range,  those  that  are  well  known,  generally,  the  famous  mines ! 
You  are  acquainted  with  the  more  famous  of  those  mines  on  the 
Mesabi  Range,  are  you  not  ? 

Mr.  Hill.  I  know  some  of  them.  I  have  been  up  and  down  the 
rancje  two  or  three  times. 

The  Chairman.  Do  you  know  the  Spruce  mine? 

Mr.  Hill.  I  do  not. 

The  Chairman.  That  is  a  mine  owned  by  the  United  States  Steel 
•Corporation,  is  it  not  ? 

Mr.  Hill.  I  do  not  know  it. 

The  Chairman.  Do  you  know  anything  about  the  Sauntiy  mine! 

Mr.  Hill.  Yes ;  I  know  where  it  is  located. 

The  Chairman.  Where  is  it  located  ? 

Mr.  Hill.  It  is  located  near  the  village  of  Virginia. 
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The  Chairman.  This  Sauntry  mine  was  formerly  owned  by  the 
American  Steel  &  Wire  Co.,  was  it  not? 

Mr.  Hill.  It  was  bought  by  Gates,  Sellwood  &  Edenbom. 

The  Chairman.  About  what  is  the  estimated  tonnage,  60,000,000  ? 

Mr.  Hill.  I  should  think  it  would  be  estimated  at  somewhere  from 
forty  to  forty-five  million  tons. 

Tne  Chairman.  Do  you  know  when  Mr.  Gates  got  possession  of 
that  mine  ? 

Mr.  Hill.  I  remember  the  time,  but  I  could  not  give  the  date.  It 
was  a  good  many  years  ago. 

The  Chairman.  That  mine  was  acquired  in 

Mr.  Hill  (interposing).  In  1898, 1  think. 

The  Chairman.  I  thmk  it  was  later  than  that,  probably;  1899, 
I  think.  What  is  the  metallic  content  of  that  mine?  Is  it  high- 
grade  or  low-grade  ore  ? 

Mr.  Hill.  It  varies,  as  most  of  them  do;  I  suppose  there  is  86me 
very  low-grade  ore  in  that  mine. 

The  Chairman.  Is  there  some  good  ore  in  it  ? 

Mr.  Hill.  Yes;  I  think  they  shipped  ore. 

The  Chairman.  Is  it  a  Bessemer  or  non-Bessemer  ore  ? 

Mr.  Hill.  We  carried  ore  from  that  mine,  and  it  did  not  come  up 
to  the  specifications  of  sale.  I  do  not  remember  what  the  transaction 
was,  except  that  there  was  trouble,  and  that  they  stopped  shipping 
and  closed  the  mine  and  said  that  the  ore  was  not  sufficiently  nigh 
grade  to  fill  the  bill. 

The  Chairman.  Do  you  know  whether  it  is  a  Bessemer  or  not  ? 

Mr.  Hill.  I  do  not. 

The  Chairman.  It  is  an  open  pit  mine,  is  it  ? 

Mr.  Hell.  Yes;  I  have  been  in  the  mine. 

The  Chairman.  It  is  already  stripped  ? 

Mr.  Hill.  Only  a  portion  of  it. 

The  Chairman.  How  much  of  it  is  stripped  ? 

Mr.  Hill.  I  do  not  know.  Apparently  three  or  four  hundred  feet 
wide  and  a  quarter  of  a  mile  long. 

The  Chairman.  Do  you  know  whether  that  mine  is  operated  now 
or  not  1 

Mr.  Hill.  I  do  not. 

The  Chairman.  Did  you  never  make  any  investigation  about  that  ? 

Mr.  Hill.  No,  sir. 

The  Chairman.  Do  you  know  what  they  paid  for  that  mine;  what 
royalty  Mr.  Gates  paid  for  that  mine  ? 

Mr.  Hill.  I  think  they  bought  the  fee. 

The  Chairman.  Do  you  know  what  he  paid  for  it  ?  He  bought  it 
outright ;  that  is  right. 

Mr.  Hill.  I  think  so.  It  is  only  a  matter  of  recollection,  how- 
ever. 

The  Chairman.  Did  he  not  buy  all  the  ore  in  that  magnificent 
mine,  an  open  pit  mine  with  a  railroad  running  down  into  it,  mined 
with  a  steam  shovel 

Mr.  Hill.  The  railroad  was  not  running  down  into  it  at  that  time. 

The  Chairman.  Well,  it  was  a  very  small  distance  awav;  it  was 
right  at  it,  practically  speaking;  and  he  bought  all  that  ore  for  a  cent 
a  ton,  did  he  not  ? 

Mr.  Hill.  No. 
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The  Chairman.  I  was  under  that  impression.  I  find  here  in  No.  1 
Herbert  Knox  Smith's  report: 

All  available  evidence  indicates  that  prices  of  ore  bought  in  fee  in  the  late  nineties 
seldom  amounted  to  more  than  a  few  cents  per  ton  on  the  estimated  tonnage  acquired. 

Mr.  Reed.  From  what  page  are  you  reading,  Mr.  ChaiimAn ) 
llie  Chairman.  I  have  not  the  pa^e.    It  is  under  that  or&-lease 
business.    As  I  read  you  will  eaten  it.     You  can  look  it  up  under 
John  W.  Gates,  or  the  Sauntry  mine,  in  the  index,  or  under  the 
American  Steel  &  Wire  Co.     [Continues  reading:] 

As  one  instance,  it  may  be  noted 

Mr.  Gardneb.  At  the  bottom  of  page  208|  in  the  last  paragraph, 
appears  that  statement : 

In  view  of  this  emphatic  statement,  and  in  view  of  the  preceding  evidence  that 
large  deposits  of  ore  were  purchased  in  fee  as  late  as  in  1899  and  1900  for  a  few  cents 
per  ton,    ♦    ♦    «, 

That  is  at  the  bottom  of  page  208,  the  last  paragraph. 
It  comes  in  in  two  places,  but  there  more  fully. 
The  Chairman  (continuing  reading) : 

As  one  instance,  it  may  be  noted  that  the  American  Steel  A  Wire  Co.  bought  liie 
Sauntry  mine  in  1899  for  $700,000.  This  mine  was  estinuated  at  the  time  to  contain 
anywhere  from  25,000,000  to  40,000,000  tons  of  ore.  On  the  lower  estimate  of  tonnage 
the  price  was  less  than  3  cents  per  ton  and  on  the  higher  basis  less  than  2  cents  per 
ton.  A  later  estimate,  based  on  expert  examination,  placed  the  tonnage  at  over 
SO.000,000  tons,  which  would  indicate  a  price  of  less  than  1  cent  per  ton.  The  reported 
prices  paid  for  Beveral  other  mines  translerred  in  fee  in  1899  ana  1900  likewise  average 
only  a  very  few  centf<  per  ton  on  the  estimated  tonna^. 

The  following  significant  statement  from  a  formal  brief  filed  bv  the  delegation 
from  St.  Jjoma  County  in  the  House  of  Representative  of  Minnesota  (the  great  bulk  of 
the  developed  iron-ore  deposits  in  Minnesota  being  in  St.  Louis  County)  ajs  late  as 
1909  may  be  cited: 

''The  cheapest  sales  of  fee  ore  we  ever  knew  were  less  than  1  cent  per  ton;  the 
highest  we  ever  knew  were  for  15  cents  per  ton.  There  may  have  been  sales  at  a 
higher  price,  but  we  have  never  known  of  one,  and,  upon  inquiring,  learn  of  none." 

Further  along  the  Bureau  of  Corporations'  report  says: 

An  estimate  of  700,000  tons  for  the  total  ore  holding  of  the  Steel  Corporation  in  1901 
must  be  regarded  as  liberal.  Indeed,  the  corporation  in  its  estimate  of  1902  reckoned 
on  this  tonnage,  its  valuation  of  $700,000  being  at  the  rate  of  |1  per  ton.  It  has  since 
been  admitted  that  this  estimate  made  no  allowance  for  the  fact  that  a  lai^ge  part  of 
the  ore  was  simply  leased  and  not  owned  in  fee.  The  allowance  of  $1  per  ton  for  even 
the  fee  ore  was  unquestionably  extravagant. 

Supposing  that  sill  the  ore  had  been  owned  in  fee  in  1901  (which  waa  not  the  case), 
and  allowing  as  much  as  10  cents  per  ton  as  a  fair  average  value,  the  total  value  of  a 
deposit  of  700,000,000  tons  would  nave  been  $70,000,000;  at  an  average  of  5  cents  per 
ton,  only  $35,000,000.  Adding  $9,000,000  to  cover  improvements  to  this  minmg 
property  in  1901,  this  being  approximately^  the  book  investment  in  these  improve- 
ments (shafts,  stripping,  equipment,  buildings,  etc.),  the  indicated  valuation  of  the 
entire  property,  based  upon  such  fee  prices,  would  range  from  $40,000,000  to  $79,000,- 
000.  Even  allowing  as  much  as  15  cents  per  ton  for  the  ore,  which  figure,  however,  is 
discredited  by  the  statement  of  the  mining  interests  above  quoted,  the  total  indicated 
value  of  the  property,  including  improvements,  would  be  only  $114,000,000.  How- 
ever, these  results  are  all  on  the  assumption  that  all  the  ore  was  owned  in  fee,  whereas 
at  least  one-half  of  it  was  simply  leased. 

I  find  in  this  report,  and  I  quote  it  from  memory,  that  Mr.  Gates  and 
other  people,  in  speaking  or  the  great  value  of  the  Sauntry  mine, 
stated  It  was  worth  $3,000,000. 
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You  have  had  experience  there;  do  you  know  whether  that  state- 
ment of  Mr.  Smith's  with  reference  to  this  Sauntry  mine  was  true  of 
iron  ores  at  that  time  on  this  range  ? 

Mr.  Hill.  I  could  not  testify  on  that  subject. 

I  started  to  read  that  report  once,  and  I  made  up  m^  mind  that  it 
was  so  far  from  the  facts  that  I  did  not  complete  it;  I  did  not  finish  it. 

Mr.  Beed.  I  mi^ht  call  the  attention  of  the  chairman  to  the  fact 
that  Mr.  Smith  estmiates  the  tonnage  of  that  mine  on  page  27  of  his 
report  at  from  twenty-five  to  forty  millions;  and  on  page  28  at  eighty 
million,  and  on  page  92  at  from  twenty-five  to  seventy-five  milhons. 

He  seems  sUghtly  uncertain  as  to  just  how  much  ore  there  is  in  t^e 
mine. 

The  Chaibman.  It  would  not  make  much  difference 

Mr.  Beed.  It  does  not  seem  to  make  any  difference  to  him,  Mr. 
Chairman. 

The  Chaibman  (continuing).  As  far  as  estimating  the  value  to  be 
from  1  to  3  cents  a  ton  is  concerned. 

Mr.  Gardner.  I  am  interested  in  that;  to  what  pages  do  you  refer, 
Mr.  Beed  ? 

Mr.  Beed.  Pages  27,  28,  and  92.  I  think  there  are  some  more.  I 
will  look  for  them. 

Mr.  Gardner.  This  is  the  value  of  the  Sauntry  mine  that  you  are 
referring  to  ? 

Mr.  Beed.  The  tonnage  of  the  Sauntry  mine. 

Mr.  Bartlett.  You  refer,  now,  to  this  first  report  of  the  Commis- 
sioner of  Corporations  ? 

Mr.  Hill.  The  first  one  I  saw;  I  think  it  was  the  first  one.  I  have 
only  seen  one,  in  fact. 

Mr.  Bartlett.  Is  it  not  a  fact  that  the  Steel  Corporation  furnished 
to  the  agents  of  the  Government,  the  employees  of  the  Bureau  of 
Corporations,  all  the  assistance  in  their  power  to  give  them  this  in- 
formation ?  It  has  been  stated  here  by  the  officers  of  the  corpora- 
tion that  it  cost  them  large  sums  of  money,  and  I  do  not  doubt  it  did, 
to  aid  the  Government  in  getting  this  information. 

Mr.  Beed.  We  furnished  the  facts,  Judge  Bartlett;  not  the  con- 
clusions. 

■Mr.  Bartlett.  I  understand  that;  I  said  the  information;  I  did 
not  say  the  conclusions. 

Mr.  Young.  You  probably  did  not  furnish  the  facts  as  to  the 
Gates  property,  did  you  ?    Oh,  you  had  acquired  that  at  the  time  ? 

Mr.  Beed.  We  got  that  mine  with  the  American  Steel  &  Wire  Co. 

Mr.  Young.  Yes;  I  know  you  did. 

Mr.  Beed.  But  I  do  not  believe  we  furnished  all  these  varying 
estimates  of  tonnage. 

The  Chairman.  How  did  you  happen  to  send  that  memorandum 
in  there  ?     Was  it  by  accident  or  design  ? 

Mr.  Gardner.  May  I  ask  a  question?  As  these  were  published, 
there  was  first  published  a  summary  which  was  a  pamphlet  about 
as  thick  as  that  tiiidicatin^]  which  was  merely  a  synopsis  of  part  1. 
Subsequently  that  synopsis  was  included  in  a  volume  of  that  thick- 
ness [indicating],  containing  the  material  on  which  the  synopsis  was 
made  out.  Do  you  recollect  whether  or  not  the  pamphlet  which  you 
started  to  read  was  about  that  thickness  ? 

Mr.  Hill.  I  never  saw  the  larger  one. 
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Mr.  Gardner.  As  to  the  inaccuracies  which  you  observed,  were 
they  with  reference  to  these  ore  leases  or  were  they  in  reference  to 
the  whole  subject? 

Mr.  Hill.  I  did  not  read  it  with  the  greatest  care.  I  started  to 
read  it,  and  I  concluded  from  what  I  knew,  from  my  own  knowledge 
of  the  situation,  that  it  was  not  worth  reading;  and  I  dropped  it. 

Mr.  Bartlett.  It  did  not  accord  with  vour  Knowledge  of  the  facts  t 

Mr.  Hill.  It  did  not  accord  with  my  knowledge  of  the  facts. 

Mr.  Gardner.  Mr.  Chairman,  this  is  immensely  important,  as  you 
know.  The  whole  thing,  or  very  largely,  hinges  on  this  question;  and 
if  this  witness  is  to  be  here  more  than  a  day  or  two,  and  nas  the  time, 
I,  for  one^  would  like  very  much  if  he  could  give  us  his  ideas  of  the 
inaccuracies  which  he  finds,  because  this  is  a  pamphlet  which  appears 
to  be  logical  and  founded  on  mformation. 

Hr.  Hill.  I  can  state  some  of  the  impresisions,  for  instance 

Mr.  Gardner  (interposing).  I  did  not  mean  at  the  present  moment, 
Mr.  Hill.  I  did  not  want  to  interrupt  the  chairman  to  go  into  that 
matter  at  this  time. 

Mr.  Hill.  But  I  mkht  clear  the  point  a  little. 

If  I  recollect  what  l  read,  the  value  is  attempted  to  be  set  at  the 
price  of  10,  12,  or  15  years  ago.  To  go  back  a  little  further,  I  sup- 
pose that  land  was  bought  from  the  Indians  for  a  few  cents  an  acre. 

Mr.  Gardner.  Quite  so. 

Mr.  Bartlett.  rossibly  for  a  gallon  of  whisky  and  a  red  handker- 
chief, or  something  Uke  tnat. 

Mr.  Hill.  And  there  was  a  time  when  the  entire  range  could  have 
been  controlled  for  very  little.  Possibly  when  it  was  bought  for  tim- 
ber it  did  not  cost  a  million  dollars. 

Mr.  Gardner.  We  quite  understand  that,  Mr.  Hill.  Acreage  on 
the  St.  Johns  River,  Fla.,  was  worth  nothing  a  few  years  ago.  Now 
it  is  worth  a  thousand  dollars. 

Mr.  Hill.  The  figures  based  on  what  the  property  was  transferred 
for  15  years  ago  would  be  no  criterion  for  establishing  its  value  to-day. 
Fifteen  years  ago,  if  I  remember  right,  Mr.  Smith  had  the  rate  fixed 
by  the  iiegislature  of  the  State  of  Minnesota — the  minimum  rate  of 
25  cents. 

Mr.  Gardner.  But  there  is  infinitely  more  than  that  in  the  report, 
Mr.  Hill. 

Mr.  Hill.  I  only  mentioned  that  as  one  reason  why,  if  the  State  of 
Minnesota  was  maldng  these  leases  at  not  less  than  25  cents,  it  would 
be  very  difficult  to  estabUsh  as  a  fact  that  the  ore  was  only  worth  2  or 
3  or  5  cents. 

The  Chairman.  Right  at  that  point,  if  you  will  permit  me,  Mr. 
Gardner — I  do  not  want  to  interrupt  you,  but  I  want  to  get  this 
definite. 

Something  has  been  said  about  the  Indians,  and  one  thing  and 
another.  Do  you  know  of  anv  mine  or  any  ore  on  the  Mesabi  Kange 
which  was  ever  leased  by  anybody,  ore  containing  59/per  cent  of  iron 
content,  for  over  40  cents  a  ton  ?  if  you  know  these^things  are  inac- 
curate, you  know  about  what  ores  were  leasing  for;  otherwise  you 
could  not  know  tliat  Mr.  Herbert  Knox  Smith  was  not  setting  out  the 
truth.     Now,  tell  us. 

Mr.  Hill.  I  know  what  people  have  told  me.  ^ 

The  Chairman.  What  did  they  tell  you  ? 
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Mr.  Hill.  That  they  paid  as  high  as  65  cents  and  75  cents. 

The  Chairman.  Prior  to  the  time  of  this  lease  to  the  Steel  Corpora- 
tion? 

Mr.  Hill.  No;  I  would  not  say  it  was  prior  to  that,  but  it  was  some 
time  ago. 

The  Chaibman.  You  can  buy  a  loaf  of  'bread  in  this  town  now  for 
5  cents;  but  if  I  should  buy  99  per  cent  of  all  the  bread  in  this  town^ 
you  would  have  some  difficulty  in  getting  the  other  1  per  cent  for  5 
cents  a  loaf.  Since  that  lease  was  made  there  is  no  telling  what  ores 
would  lease  for  if  anybody  had  any  to  lease. 

Mr.  Young.  Let  me  interject  an  incident.  You  have  been  refer- 
ring to  the  Mesabi  Range,  but  on  the  Vermillion  Range  some  gen- 
tlemen with  whom  I  was  associated  and  myself ,  many  years  b^ore 
the  date  of  this  HiU  lease,  leased  the  Zenith  mine  on  the  Vermillion 
at  50  cents  a  ton;  in  the  early  eighties.  Some  gentlemen  with  whom 
I  was  associated  and  mjrself  leased  a  very  low  grade  ore  on  the  Mar- 
quette Ran^e  at  50  cents  a  ton,  and  just  the  other  day  I  ran  across 
the  old  option  under  which  I  got  that.  I  have  it  in  my  possession. 
These  prices  vary  with  the  condition  of  the  iron  and  steel  industry. 

The  Chairman.  But  is  it  not  quite  true  that  the  Vermillion  Range 
is  practically  owned,  with  the  exception  of  one  or  two  forties,  that 
are  owned  by  Leonidas  Merritt  and  St.  Clair,  I  believe  his  name  is, 
and  one  or  two  others;  that  99  per  cent  of  all  the  ores  on  the  Ver- 
million Range  are  to-day  owned  or  leased  by  the  United  States 
Steel  Corporation  ? 

Mr.  Young.  No.  Section  30  is  quite  a  xnine,  but  a  very  large 
proportion  of  it  at  the  time  of  which  I  am  speaking  was  long  before 
the  Steel  Corporation  was  organized  at  all. 

The  Chairman.  Is  not  that  true,  that  the  Vermillion  ores,  the  old 
ores,  as  they  are  called,  are  not  only  higher  in  iron  content,  but  that 
they  are  of  a  different  texture,  and  that  they  are  absolutely  neces- 
sary in  these  blast  furnaces  to  be  xnixed  with  the  finer  Misabi  ores, 
to  i)revent  these  explosions  and  one  thing  and  another:  like  Nor- 
wegian iron,  their  peculiar  Quality  puts  them  in  a  class  by  tnemselves  t 

Mr.  Young.  Oh,  no.  Tne  time  once  was  when  the  furnace  men 
did  not  know  how  to  use  Mesabi  ores  alone;  and  when  they  came  into 
the  market  they  could  only  use  15  or  20  per  cent  in  the  furnace 
successfully.  Now,  however,  they  are  making  steel  with  nothing 
but  Mesabi  ores. 

Mr.  Hill.  Yes;  that  is  right. 

Mr.  Young.  That  has  been  the  condition  for  a  long  time.  They 
do  mix  them. 

The  Chaibman.  Because  they  can  not  get  the  old  range  ore. 

Mr.  Gardner.  I  did  not  intend,  Mr.  Chairman,  to  hd  the  means 
of  starting  all  this  digression;  but  if  you  will  pardon  me  for  a  moment, 
I  want  to  ask  this: 

On  the  assumption  that  Mr.  Hill  will  be  here  again,  I  think  it 
would  be  very  helpful  to  the  committee  if  he  would  read  that  report 
carefully  through;  it  is  a  most  important  thing  for  us  to  get  at  the 
truth  of  it;  pemaps  it  is  the  most  important  m  the  whole  realm  of 
our  discussion. 

".1  Mr.  Hill.  As  far  as  the  facts  are  concerned,  I  have  no  reason  to 
believe  that  he  did  not  state  the  facts;  but  his  conclusions  were  so 
far  from  my  knowledge  of  the  conditions  that  I  did  not  care  to  read  it. 

17042— No. 
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Mr.  Gardner .  Pennit  me  to  mention  this:  He  is  trying  to  show 
two  different  things  in  that  synopsis  in  regard  to  the  ore  situation. 
One  is  the  value  of  ores  in  1901,  when  the  Steel  Corporation  was 
formed,  with  a  view  to  ascertaining  whether  or  not  there  was  water 
in  the  stock  in  the  valuation.  That  is  one  of  the  objects  which  he 
is'trjdng  to  show.  The  other  is:  He  is  trying  to  ascertain  the  value 
of  ores  1^  the  time  of  the  Hill  lease.  Those  are  two  entirely  separate 
and  distinct  propositions. 

I  think,  bearing  those  facts  in  mind,  and  what  he  is  trying  to  show, 
taking  the  three  different  methods  by  which  he  tries  to  show  it. 
First,  the  prices  paid  by  constituent  companies  prior  to  the  forma- 
tion of  the  Steel  Corporation;  second,  prices  paid  by  the  Steel  Cor- 
poration itself  subsequent  to  that  formation;  and  tlurd,  an  estimate 
of  value  based  on  royalties  and  bonuses,  you  will  see  that  it  is  quite 
a  remarkable  analysis. 

I  do  not  know  a  thing  about  your  business,  but  I  consider  that  a 
remarkable  analysis.  I  started  in  without  fullj  grasping  what  he  was 
trying  to  show,  and  somewhat  prejudiced  against  book  learning,  and 
investigations  by  persons  who  did  not  know  the  business,  and  I  came 
out,  after  reading  that,  with  a  decided  respect  for  the  synopsis.  I 
would  ask  vou  to  read  that  thoroughly  before  you  leave  here,  if  you 
can,  and  then  discuss  it  with  us  and  show  us*^  wherein  it  is  wrong, 
bearing  those  two  things  in  mind — ^first,  that  he  is  trying 

Mr.  Hill.  To  begin  with,  I  am  not  an  expert,  and  I  have  not  the 
time.  I  could  satisfy  myself  and  I  might  not  be  able  to  satisfy  the 
committee.    There  are  experts  who  can  give  that  mformation. 

Mr.  Young.  You  know  the  mining  men  who  have  developed  the 
Mesabi  Range,  do  you  not  ? 

Mr.  Hill.  I  do. 

Mr.  Young.  What  would  you  say  to  these  as  the  most  representa- 
tive, having  the  most  knowledge  of  the  mining  industry  in  Minnesota, 
from  the  beginning 

Mr.  Hill.  Who  would  be  ? 
•  Mr.  Young.  I  was  going  to  name  them. 

Mr.  Hill.  I  beg  your  pardon. 

Mr.  Young.  Starting  with  Q.  H.  Bacon,  Joseph  Sellwood,  W.  J. 
Olcott,  T.  F.  Cole.  Do  vou  think  there  are  any  men  who  know  any 
more  about  the  ore  business  on  the  Mesabi  Range  than  those  four 
gentlemen  ? 

Mr.  Hill.  I  would  take  Joe  Sellwood's  and  Tom  Cole's  state- 
ments in  preference  to  any  other  men  I  know;  and  Capt.  Harry 
Roberts — ^I  do  not  know  whether  he  is  aUve  yet  or  not;  1  have  not 
seen  him  for  two  or  three  years.  He  is  another  good  man.  They 
have  all  riven  their  Uves,  or  30  or  40  years  of  their  time,  on  the 
north  and  south  shore,  and  are  familiar  with  it,  because  it  was  their 
business.    They  did  nothing  else. 

Mr.  Young.  I  think  if  it  is  worth  going  to  the  bottom  of  that 
matter,  we  should  get  men  who  really  worked  on  the  ranges. 

Mr.  Hill.  Their  information  would  be  as  nearly  accurate  as  any 
human  information  you  could  get;  much  more  so  than  mine,  because, 
although  I  have  been  on  the  range  three  or  four  times,  I  am  not  a 
miner,  or  a  geologist. 

The  CsAntiiAN.  Do  vou  know,  Mr.  Hill,  about  the  Vermfltion 
Range,  and  who  owns  the  mines  up  there  ?    Do  you  know  whether 
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there  is  anybody  except  the  Steel  Corporation  who  owns  any  ore 
up  there? 

Mr.  Hill.  I  do  not. 

The  Chatbman.  Are  you  acquainted  with  the  laige  mine  known 
as  the  Monroe-Tener  mine  ? 

Mr.  Hill.  I  know  a  mine  called  the  Monroe. 

The  Chairman.  That  is  the  same  mine. 

Mr.  Hill.  I  know  there  is  such  a  mine. 

The  Chaibman.  Who  owns  it  ? 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  Has  the  Steel  Corporation  got  control  of  it!  Is 
that  your  understanding  ? 

Mr.  Hill.  I  think  the  fee  of  that  was  leased  to  Corri^an,  McKinney 
&  Co.  by  whoever  owned  it.  I  think  Corrigan,  McKinney  &  Co. 
either  owned  it  or  have  sold  the  lease  to  the  steel  company. 

The  Chairman.  In  this  report  of  the  iron-ore  mmes  in  St.  Louis 
County,  Minn.,  issued  by  the  auditor's  office,  it  gives  the  operating 
companv  as  the  Oliver  Iron  Mininjg  Co.  and  the  Monroe-Tener  mine. 

Mr.  Kill.  I  am  not  very  f amiUar  with  that. 

The  Chairman.  To  go  back  to  this  other  mine — the  Sauntry  mine — 
what  is  the  depth  to  which  the  earth  has  been  stripped?  Do  vou 
know  the  depth  of  the  strippmg? 

Mr.  Hill.  I  do  not  know;  out  from  my  recollection  of  the  surface, 
I  think  it  would  vaiy 

The  Chairman.  About  70  or  80  feet  ? 

Mr.  Hill.  No;  I  should  not  think  it  would  be  as  deep  as  that. 
ProbaUv  25  to  40  feet.    It  might  be  more. 

The  C!hairman.  The  Monroe  mine  is  an  open-pit  mine  f 

Mr.  Hill.  Yes;  I  think  that  is  an  open-pit  mine.  I  am  not 
familiar  with  many  of  these  mines  t 

The  Chairman.  What  is  the  depth  below  the  surface  there  ? 

Mr.  Hill.  I  have  not  the  remotest  idea. 

The  Chairman.  How  many  tons,  approximately,  are  there  in  that 
mine? 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  It  is  over  forty  or  fif tjr  million  tons,  is  it  not  % 

Mr.  Hill.  I  should  think  that  would  be  an  overestimate. 

The  Chairman.  Thirty-five  or  forty  million  tons  % 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  That  mine  is  adjacent  to  and  tapped  by  what  road  t 
Do  vou  know  what  roads  have  tracks  running  into  the  Monroe  mine  % 

Mr.  Hjll.  I  think  the  Great  Northern,  and  maybe  the  steel  com- 
panv. 

Mr.  Reed.  The  Duluth,  Missabe  &  Northern  has  tracks  to  that 
mine,  and  the  Great  Northern. 

The  Chairman.  Two  roads  run  into  that  mine.  Do  you  know  the 
character  of  the  ore  in  that  mine  ? 

Mr.  Hill.  I  do  not. 

The  Chairman.  Do  you  know  the  Norrie  or  Norris  mine,  a  famous 
mine  in  that  region  ?    Do  you  know  anything  about  that  % 

Mr.  YoxTNO.  X  ou  say  the  Norris  mine  % 

The  Chairman.  Yes. 

Mr.  Hill.  There  is  a  Norrie  mine  down  on  the  south  shore  of  Lake 
Superior,  down  in  Wisconsin.    Isn't  that  right  t 
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Mr,  Young.  The  Nome  is  in  Michigan. 

Mr.  Reed.  On  the  Gogebic  Range. 

The  Chairman.  Yes.  So  many  of  these  Frenchmen  do  not  sound 
the  "s."    But  I  know  this  Norris  mine 

Mr.  Young.  There  is  no  "s"  in  this  Norrie  mine.  It  is  spelled 
N-o-r-r-i-e. 

The  Chairman.  This  one  I  am  speaking  about  has  an  ''s"  on  it. 

Mr.  Young.  This  Norrie  is  a  down-east  Yankee. 

The  Chairman.  I  am  not  after  the  Michigan  mines  now. 

Mr.  Young.  And  it  is  a  good  one. 

The  Chairman.  Do  you  £iow  the  depth  to  which  it  is  necessary  to 
strip  the  Norris  mine  ? 

Mr.  Hill.  I  do  not  know  anything  about  it.  I  did  not  know  there 
was  such  a  mine. 

The  Chairman.  You  are  acquainted  with  the  Hull-Rust  mine,  of 
course? 

Mr.  Hill.  I  have  seen  it.    It  is  right  alongside  the  Mahoning. 

The  Chairman.  Is  it  stripped  now? 

Idt.  Hill.  Oh,  they  are  mining  in  a  large  way  there.  I  saw  it 
within  a  year. 

The  Chairman.  To  what  extent  is  that  mine  stripped ;  how  many 
acres? 

Mr.  Hill.  I  have  no  idea.     It  is  quite  large. 
.  The  Chairman.  There  are  over  a  nundred  acres  stripped  there,  are 
there  not  ? 

Mr.  Hill.  I  should  sav  not. 

The  Chairman.  Are  there  not  at  least  340  stripped  there  entirely  ? 

Mr.  Hill.  I  can  only  state  from  recollection  and  the  impression 
that  I  got  looking  at  it.  I  should  say  that  probably  50  or  60  acres 
were  stripped. 

The  Chairman.  To  what  depth  is  it  necessary  to  do  that  stripping? 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  Seventy  feet  ? 

Mr.  Hill.  The  overburden,  you  mean,  is  70  feet  ? 

The  Chairman.  Yes. 

Mr.  Hill.  No;  I  should  not  think  it  was. 

The  Chairman.  What  road  taps  this  Hull-Rust  mine  ? 

Mr.  Hill.  The  Duluth,  Missabe  &  Northern. 

The  Chairman.  The  tracks  are  laid  in  that  mine,  are  they  not? 

Mr.  Hill.  I  think  so. 

The  Chairman.  Do  you  know  to  what  extent  this  mine  is  owned 
by  the  United  States  Steel  Corporation?    It  has  the  lease,  has  it  not? 

Mr.  Hill.  I  do  not  know. 

Mr.  Reed.  That  is  so. 

The  Chairman.  The  Steel  Corporation  also  owns  a  one-eighth 
interest  in  the  adjacent  mine,  the  Mahoning? 

Mr.  Reed.  My  information  is  it  owns  the  one-fifth  interest. 

The  Chairman.  Which  it  acquired  through  the  Sharon  Iron  & 
Steel  Co.  ? 

Mr.  Reed.  I  think  so. 

The  Chairman.  Do  vou  know  whether  that  mine  has  been  oper- 
ated since  the  Hill  ore  lease  was  consummated,  to  any  extent  ? 

Mr.  Hill.  I  think  it  was  opened  since  the  lease. 

The  Chairman.  How  about  the  HuU-Rust  ? 
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Mr.  Hill.  I  remember  when  the  Hull-Rust  was  covered  with 
stumps  and  trees. 

The  Chaibman.  Is  it  not  true  that  you  can  easily  produce  out  of 
this  mine  5,000,000  tons  a  season,  and  that  the  maxmium  tonnage 
produced  from  tnat  mine  since  this  lease  does  not  exceed  half  a  million 
tons  t    Is  it  not  true  that  the  mine  is  practically  abandoned  now  ? 

Mr.  Young.  The  Hull-Rust  ? 

The  Chaibman.  Yes,  sir.  I  have  been  on  it,  and  I  know  what  I  am 
talking  about. 

Mr.  I OUNO.  I  am  not  denying  that.    I  am  asking  for  information. 

Mr.  Hill.  You  say  that  the  HuU-Rust  is  abandoned  ? 

The  Chaibkan.  les;  practically  not  used.  Now  and  then  you 
see  a  stray  enjgine  in  there. 

^  Mr.  Hill.  The  last  time  I  was  there,  which  was,  I  should  say,  some 
time  in  August  or  September,  it  was  a  very  active  and  busy  place. 

The  Chaibman.  Do  you  know  the*  amount  of  ore  they  are  taking 
out  of  that  mine  ? 

Mr.  Hill.  No. 

The  Chaibman.  Do  you  know  the  number  of  tracks  that  are  laid 
there  ? 

Mr.  Hell.  No,  sir. 

The  Chaibman.  Are  they  not  running  circular  tracks,  concentrate 
tracks,  something  like  50  miles  of  track  m  those  2  mines,  the  Mahon- 
ing and  the  Hull-Rust  t 

Mr.  Hill.  I  should  say  there  might  be  5  miles. 

The  Chaibman.  Five  miles,  then.  Is  it  not  3  miles  around  that 
mine,  Mr.  Hill  ? 

Mr.  Hill.  I  think  that  is  an  oval  shape. 

The  Chaibman.  Yes. 

Mr.  Hill.  Probably  it  is  three-quarters  of  a  mile  by  half  a  mile. 

Mr.  Young.  I  have  here  the  iron  ore  manual,  by  Rukard  Hurd, 
the  secretary  of  the  Tax  Commission  of  Minnesota. 

He  states  here,  on  page  48,  that  the  shipments  from  Hull-Rust  in 
1910  were  3,189,975  tons;  that  the  prior  snipments  were  12,390,506. 

The  Chaibman.  Y?hat  year  is  that  that  you  are  giving  me  ? 

Mr.  Young.  I  gave  you  the  figures  for  1910,  and  then  the  prior 
tonnage.  And  he  says  the  total  shipments  to  date  have  Deen 
15,580,481. 

Mr.  Reed.  That  is  a  good  deal  to  come  out  on  a  stray  engine. 

Mr.  Young.  That  is  up  to  the  beginning  of  1911. 

The  Chaibman.  Now  give  it  to  me  for  1911. 

Mr.  Young.  It  is  not  here. 

The  Chaibman.  That  is  what  I  am  talking  about.  I  was  up  there, 
and  I  went  through  that  mine,  and  the  people  in  the  town  talked, 
about  it,  and  there  was  very  little  work  gomg  on.  I  am  speaking 
about  what  I  saw. 

Mr.  Reed.  At  what  season  was  the  chairman  there  ? 

The  Chaibman.  In  August.  But  I  shall  have  other  evidence  on 
that.     I  do  not  want  to  testify  in  the  case. 

Mr.  YoxTNG.  It  is  not  the  only  mill  that  has  been  idle  the  last  12 
months. 

Mr.  Hill.  No. 

The  Chaibican.  Do  you  know  about  the  Lone  Jack  mine  t 

Mr.  Hill.  I  do  not. 
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The  Chaibman.  Do  you  know  about  its  tonnage,  approximately  ? 

Mr.  Hill.  I  do  not  Imow. 

The  Chaibman.  Do  rou  know  whether  it  is  an  open-pit  mine  or  not  ? 

Mr.  Hill.  I  do  not  know  even  that  I  ever  heard  the  name  applied 
to  a  mine  until  you  have  mentioned  it.     It  is  entirely  new  to  me. 

The  Chairman.  Do  you  know  about  the  Ohio  mine  ? 

Mr.  Hill.  I  do  not. 

The  Chairman.  Do  you  know  about  the  Adams  mine  ? 

Mr.  Hill.  Yes.     I  think  there  are  two  Adams  mines. 

The  Chairman.  That  is  right.  What  is  the  tonnage  of  tiiose 
mines? 

Mr.  Hill.  I  do  not  know.  The  one  further  west  I  do  not  think 
has  been  opened. 

The  Chairman.  Is  not  that  an  open-pit  mine? 

Mr.  Hill.  It  would  be  if  it  was  stripped. 

The  Chairman.  Is  not  the  Adams  mine  stripped  ? 

Mr.  Hill.  The  old  Adams  mine  on  the  east  end  of  the  range,  I 
think,  is  reasonablv  near  exhausted.  That  is  the  impression  I  have. 
I  have  no  actual  knowledge. 

■The  CHAmMAN.  It  has  shaft  connections,  too,  has  it  not? 

Mr.  Hnx.  I  do  not  know. 

The  CHAmMAN.  Do  you  know  about  the  Hartley  mine? 

Mr.  Hill.  I  do  not. 

The  Chairman.  The  United  States  Steel  Corporation  appears  to 
have  had  some  700,000  tons  of  ore 

Mr.  Reed.  Seven  hundred  million,  you  mean,  Mr.  Chairman  ? 

The  CHAmMAN.  Seven  hundred  million  tons  of  ore  reached  by 
them,  upon  which  these  various  mines  were  operated,  to  which  these 
roads  ran. 

I  believe  you  have  stated,  Mr.  Hill,  that  at  the  time  you  made 
this  lease  none  of  your  mines  were  developed  or,  with  the  one  excep- 
tion, on  your  properties.    Do  I  recall  correctly  ? 

Mr.  Hill.  I  testified  that  the  Mahoning  and  the  Stephenson  were 
in  operation  at  the  time  the  lease  was  made,  and  the  Leonard. 

Tne  Chairman.  But  the  Mahoning  and  Stephenson  mines  were 
not  leased  to  the  United  States  Steel  Corporation  ? 

Mr.  Hill.  That  is  right. 

The  CHAmMAN.  The  Leonard  was  the  only  mine  which  you  leased 
to  the  Steel  Corporation  which  could  be  operated  at  the  time  you 
leased  it  ? 

Mr.  Hill.  Yes.    That  is,  it  was  ready  to  ship. 

The  Chairman.  When  you  leased  your  properties  before  they 
could  reach  these  ores,  they  had  them  to  develop,  did  they  not  ? 

Mr.  Hill.  Yes. 

The  Chairman.  They  have  developed  certain  mines  on  your  prop- 
erty since  this  lease  was  made  ? 

Mr.  Hill.  Yes. 

The  Chairman.  Have  they  developed  the  Marble  mine? 

Mr.  Hill.  I  do  not  recall. 

The  CHAmMAN.  Do  you  know  whether  they  have  developed  the 
mines  that  you  leased  n*om  the  State;  the  Hill  State  mines? 

Mr.  Hill.  I  do  not. 

The  CHAmMAN.  Known  as  the  Hill  State  lease  ? 
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Mr.  Hiix.  I  do  not  know.  I  do  not  even  know  what  that  refers 
tOy  by  that  name. 

The  Chairman.  You  know  your  State  leases  1 

Mr.  Hill.  There  are  more  than  one. 

The  Chaibman.  Have  you  ever  been  there  to  see  whether  they 
have  developed  this  mine  or  not  ? 

Mr.  Hill.  I  know,  yes,  that  within  a  year  and  a  half  I  was  on 
one  of  the  State  lease  properties^  and  they  had  not  developed  it.  I 
do  not  think  they  have  since.    The  stripping  on  that  is  qmte  heavy. 

The  Chaibman.  On  which  one  is  that  i 

Mr.  Hill.  On  a  State  lease.    I  do  not  know  that  it  has  a  name. 

The  Chairman.  What  is  the  depth  of  that  stripping? 

Mr.-  Hill.  I  think  it  varies  from  65  to  90  feet. 

The  Chairman.  How  many  acres  have  been  stripped? 

Mr.  Hill.  I  do  not  know  of  any. 

The  Chairman.  Who  did  that  stripping? 

Mr.  Hill.  If  there  has  not  been  any  stripped 

The  Chairman.  I  thought  you  said  there  had  been  considerable 
stripping  ? 

Mr.  I£ll.  No,  sir;  I  said  there  had  not  been. 

The  Chairman.  Do  you  know  about  the  Dale  'Uno  mine  ?  That 
is  on  your  pr^erties,  is  it  not  ? 

Mr.  Hill.  Yes;  I  know  that  mine. 

The  Chaibman.  How  much  have  they  stripped  there  ? 

Mr.  Hill.  I  think  they  are  mining  there. 

The  Chairman.  Do  you  know  how  much  they  have  stripped  ? 

Mr.  Hill.  No. 

The  Chairman.  Have  they  not  stripped  over  50  acres  ? 

Mr.  Hill.  I  do  not  know.     I  shoula  not  think  so. 

The  Chairman.  Do  you  know  whether  that  stripping  was  a  suc- 
cessful proposition  or  not  ? 

Mr.  Hill.  What  is  that  ? 

The  Chairman.  Do  you  know  whether  it  was  successful;  whether 
it  was  a  dead  loss  to  the  Steel  Corporation  or  whether  they  got  ore 
after  they  did  the  stripping? 

Mr.  Hill.  I  think  tne  Dale  'Uno  is  one  of  their  active  mines. 

The  Chairman.  Is  it  not  true  that  that  mine  is  a  little  narrow 
strip  of  ore,  in  which  the  drilled  holes  happened  to  find  the  ore,  and 
they  found  that  it  was  only  a  ditch  full  of  ore,  instead  of  ore  bottom? 

Mr.  Hill.  I  do  not  know.  I  have  never  been  on  the  Dale  'Uno. 
I  have  never  seen  it,  that  I  know  of. 

The  Chairman.  Here  is  something  that  puzzles  me,  and  I  want  you 
to  help  me  out  aboutit  if  you  will. 

Mr.  Hill.  If  I  can,  I  shall  be  glad  to  do  so. 

The  Chairman.  Here  was  the  Steel  Corporation  with  two  railroads, 
the  Duluth,  Missabe>  &  Northern,  reaching  the  Vermilion  Range, 
where  it  practically  owned  all  that  ore,  very  high  grade  ore  ? 

Mr.  Keed.  You  mean  the  Duluth  &  Iron  Range,  do  you  not,  Mr. 
Chairman  ? 

The  Chairman.  Yes;  the  Duluth  &  Iron  Range. 

They  had  an  operation,  as  I  understand,  on  the  Mesabi  Range  and 
reached  by  one  or  two  railroads,  the  most  magnificent  freight  system, 
perhaps — outside  of  the  Great  Northern — in  the  West;  they  had  the 
Hartley  mine,  the  Lone  Jack  mine,  the  Ohio  mine,  the  Adams  mine, 
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the  Hull-Rust  mine,  the  Burton  mine,  the  Fayal  mine,  the  Sharon 
mine,  the  Monroe-Tener  mine,  the  Noma,  the  Spruce,  the  Sauntry, 
all  open-pit  propositions,  I  understand,  with  earth  for  a  depth  of 
from  150  to  200  feet,  the  overburden  removed,,  nothing  to  do  out  to 
go  down  there  with  steam  shovels  and  get  this  ore  and  dump  it  into  a 
car  and  skid  it  downhill  to  the  lake,  at  a  small  cost.  Why,  at  that 
time,  did  this  corperation  lease  from  vou  ores  under  the  ground, 
undnlled,  when  they  had  to  prospect  nrst  to  find  out  if  there  was 
any  ore  and  then  remove  this  overburden,  and  then  pay  you  $1.65 
a  ton?  Can  you  tell  me  why  that  was  done,  as  a  busmess  propo- 
sition ? 

Mr.  Hill.  They  could  tell  you  why  it  was  done  better  than  I 
could. 

The  Chairman.  They  do  not  throw  any  light  on  it.  It  is  the  one 
tantalizing  enigma  to  me,  in  this  whole  proposition. 

Mr.  Reed.  I  do  not  remember  that  you  have  asked  anybody  to 
explain  that,  Mr.  Chairman. 

The  Chairman.  Will  you  ? 

Mr.  Reed.  I  am  not  a  witness. 

Mf-.  Hill.  They  have  very  large  plants.  Iron  ore  is  not  like  com 
or  potatoes.  You  can  not  plant  it  and  grow  it.  It  is  limited,  and 
becoming  more  and  more  Umited  every  year. 

There  are  estimates  of  iron  ore  scattered  in  the  Rocky  Mountains. 
Government  experts  have  told  me  how  much  there  is  in  Montana  and 
how  valuable.  I  asked  them  how  they  were  of  value,  and  how  much 
they  would  aggregate,  and  their  answer  was;  *'0h,  fifteen  or  twenty 
miluon  tons.'*  I  asked,  '' Where  ?*'  and  he  pointed  out  500,000  tons 
here  and  1^000,000  there,  and  3,000,000  tons  in  another  place. 

Three  nulUon  tons  would  not  justify  anybody  in  building  a  modem 
furnace,  because  it  would  not  run  the  furnace  over  six  years,  and  you 
could  not  spend  seven  or  eight  hundred  thousand  dollars  for  a  furnace 
and  throw  it  away  at  the  end  of  six  years  because  there  was  not  any- 
thing to  put  through  it. 

•  The  Chairman.  Could  you  not  buy  ores?  Is  not  anybody  selling 
ores  these  days  ?  Are  there  not  any  ores  on  the  market  f  Can  you 
not  buy  ores  as  you  can  com,  in  the  market ) 

Mr.  Hill.  You  have  to  find  it,  first. 

The  Chairman.  Are  there  not  people  who  make  a  business  of  sell- 
inff  ores  ? 

Mr.  Hill.  Where  do  they  get  it  ? 

The  Chairman.  That  is  what  I  want  to  know.     Is  it  aU  preempted  i 

Mr.  Hill.  All  the  ore  ? 

The  Chairman.  Yes;  all  the  available  ore.    * 

Mr.  Hill.  All  the  available  ore  on  the  North  American  continent 
that  I  know  of,  the  large  deposits,  and  practically  the  small  ones,  are 
owBed  by  people. 

The  first  tlung  I  did  after  bujdng  the  Wright  &  Davis  property 
was  to  employ  mining  engineers  to  commence  at  Vermillion  (McKen- 
zie  and  Dickman,  of  Chicago,  111.)  and  take  eight  townships  west; 
that  would  be  48  miles;  and  explore  by  forties  from  there  to  the 
international  boundarv  line.  It  was  a  summer's  work  with  a  staff  of 
men,  and  I  paid  them  for  it. 

They  did  not  find  any  ore  anywhere  between  the  international 
boundary  and  that  line  of  townships  as  far  south  as  the  VermiUion. 
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There  is  east  of  the  Yermillioii  quite  a  lai^e  amount  of  ore,  and  I 
think  it  could  be  got  for  a  veiy  low  price,  but  it  is  titanic  and  you  can 
not  use  it. 

The  Chairman.  Mr.  Schwab  made  a  statement  here  that  startled 
me,  and  your  statement  corroborates  that  of  Mr.  Schwab— in  my 
opinion  a  great  genius  in  the  iron  business. 

In  testifying  in  New  York  he  said  that  it  would  be  useless  to-day 
for  any  man  to  start  in  the  iron  business  unless  he  had  the  ore  reserves, 
for  the  reason  that  there  were  not  now  in  this  country  any  available 
ore  reserves  not  preempted  by  some  steel  manufacturing  concern ;  that 
the  available  ores  of  this  country  were  held  by  the  large  concerns,  well 
established  in  business,  the  practice  of  buying  ore  reserves  by  one 
concern  having  necessitated  tnat  practice  by  another  concern  until  it 
became  a  matter  of  self-defense,  m  a  way,  and  of  necessity  to  their 
own  perpetuity;  and  that  all  the  available  ores,  like  the  ores  on  the 
Mesabi  Ran^e,  the  high-grade  ores  capable  of  easy  transportation, 
were  now  hdd  by  some  one  of  the  great  steel  companies;  and  you 
seem  to  entirely  a^ee  with  him. 

Mr.  Hnx.  I  think  all  the  available  ores  that  I  know  anything 
about — that  is,  quantities  that  are  really  worth  while,  quantities  that 
are  large  enough  to  justify  opening  a  furnace — for  instance,  in  Mon- 
tana, when  I  asked  the  Government  officer  about  his  fifteen  or  twenty 
million  tons,  as  to  where  it  was,  he  said  it  was  a  million  here  and  two 
or  three  million  there,  and  so  on 

The  Chairman.  I  understand.  It  was  so  scattered  that  it  would 
not  pay  you  to  go  out  and  hunt  it,  and  you  could  not  transport  it  ? 

Mr.  Hill  (continuing).  He  said,  *^Put  your  furnace  at  a  central 
point,  and  bring  your  ore  to  it.'*  I  asked  him  who  would  build  the 
railroad?  He  tnought  somebody  would  build  the  railroad.  And  it 
was  in  a  country  that  did  not  produce  even  jack  rabbits.     [Laughter.] 

What  would  be  there  for  the  railroad  ?  Railroads  are  getting  wise 
in  these  days.     They  are  not  so  keen  to  build  as  they  were. 

Hie  Chairman.  You  must  have  your  ore  availabfe,  and  then  you 
must  have  your  available  transportation,  before  you  can  go  into  the 
iron  and  steel  business,  as  I  understand  ? 

Mr.  Hill.  Yes;  and  you  must  have  your  coke  and  your  coal,  and 
all  the  conditions. 

In  southwestern  Utah 

The  Chairman.  I  do  not  want  to  interrupt  you,  Mr.  Hill ;  I  am  very 
much  interested  in  your  narrative,  but  let  me  ask  you  this : 

Did  the  condition  prevail  at  the  time  this  lease  was  made  as  it 
exists  to-day  ? 

Mr.  Hill.  Certainly. 

The  Chairman.  Proceed. 

Mr.  Hill.  I  think  the  steel  company  people,  with  their  enormous 
investment,  with  tiieir  nearly  a  biUion  and  a  naif  dollars  of  stocks  and 
bonds,  would  be  anxious  to  have  a  supply  of  ore  that  would  last  them 
at  least  35  or  40  years. 

The  Chairman.  And,  for  tliat  reason,  they  obtained  control  of 
these  ores  i 

Mr.  Hill.  I  would,  if  I  had  been  in  their  place,  feel  the  necessity 
for  that.  I  do  not  know  what  kind  of  a  sinking  fund  they  would 
need,  if  they  had  to  account  for  that  capitalization  at  the  end  of  25 
years.  I  think  they  would  want  about  $1.50  or  $2  a  ton  for  every 
ton  of  pig  iron  they  made. 
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The  Chairman.  Can  you  account  for  the  fact  that  they  then,  know- 
ing you  had  the  only  available  ore  on  the  continent  not  preempted 

Mr.  Hill.  That  was  available  to  them,  at  least. 

The  Chairman.  Yes.  Wliy  have  they  canceled  that  lease  and 
given  up  these  valuable  properties  ? 

Mr.  Hill.  There  was  a  provision  put  in  the  lease  that  they  could 
cancel  it,  and  we  have  raised  no  objections  that  I  have  heard  of. 

The  Chairman.  The  paper  Quotes  you  as  saying  that  the  Steel 
Corporation  canceled  the  lease  because  they  were  scared  to  death. 

Mr.  Hill.  I  think  they  were.  I  think  they  lost  their  nerve,  and 
got  white.     [Laughter.] 

The  Chairman.  What  could  have  frightened  them  f 

Mr.  Hill.  I  do  not  know. 

Mr.  Reed.  Perhaps  Mr.  Hill  has  not  heard  the  number  of  depart- 
ments of  the  Government  that  have  been  camping  on  our  trail. 

The  Chairman.  I  have  never  heard  of  anybody  being  after  the 
Steel  Corporation;  and  I  am  not  sure  it  would  not  be  clawed  among 
those  that  tha  Good  Book  speaks  of,  that  '^ilee  when  no  man 
pursueth." 

Mr.  Young.  What  was  Mr.  Hill  going  to  say  about  iron  ore  in  Utah  ? 

Mr.  Hill.  I  was  going  to  say  that  next  to  Lake  Superior  the 
largest  deposit  in  the  Umted  States  is  in  southwestern  Utah. 

Mr.  Young.  Has  that  been  worked  ? 

Mr.  Hill.  No  ;  and  there  is  coal  there. 

Mr.  Bartlett.  Is  it  accessibla  to  railroads  now  ? 

Mr.  Hill.  It  is  accessible;  but  it  is  so  far  from  the  market.  A 
careful  examination  was  made  into  that 

Mr.  Young.  By  Mr.  Sellwood  ? 

Mr.  Hill.  Yes.  Mr.  Sellwood  spent  a  summer  there,  and  reported 
about  60,000,000  tons.  I  have  seen  a  Report  made  by  the  Govern- 
ment people  placing  it  at  40,000,000  tons. 

^  Sixty  million  tons,  the  largest  supply  next  to  the  Lake  Superior 
region,  would  run  the  United  States  lor  15  months.  They  would  use 
60,000,000  tons  in  15  months  in  the  ordinary  run  of  business. 

Mr.  Reed.  May  I  suggest,  Mr.  Chairman,  that  you  ask  Mr.  Hill  as 
to  whether  he  has  any  knowledge  of  the  southern  ores,  the  Texas, 
Alabama,  and  Virginia  ores,  and  the  Cuban  ores? 

The  Chairman.  Certainly.  Tell  us  about  all  those  that  you  know 
anything  about,  Mr.  Hill. 

Mr.  Hill.  The  Alabama  ores  I  was  including.  I  should  have  said 
with  the  Alabama  and  Michigan  ores.  I  meant  to  allude  to  those 
that  were  not  being  worked  or  opened.  ^<< 

Mr.  Gardner.  Tne  annual  consumption,  then,  is  about  how  mucht 

Mr.  Hill.  I  think  the  annual  consumption  of  ore  in  the  United 
States  is  about  50,000,000  tons;  45,000,000  to  50,000,000.  Of  the 
Lake  Superior,  it  is  about  28,000,000  to  30,000,000.  It  has  been  up 
as  high  as  something  over  40,000,000. 

Mr.  Reed.  Forty-two  million  or  forty-three  million. 

Mr.  Hill.  Something  over  40,000,000. 

When  business  is  under  normal  conditions,  it  is  fair  to  assume  that 
it  would  be  40,000,000  tons  a  year. 

Mr.  Gardner.  Do  you  loiow  the  present  rate  of  exhaustion  of  the 
^     Lake  Superior  ores?    When  will  the  Lake  Superior  region  be  ex- 
hausted i 
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Mr.  Hill.  You  mean  the  rate  of  one  year  or  the  average  rate  of  10 
years? 

Mr.  Oasdkeb.  Which  would  be  the  fairest  average  to  take  t 

Mr.  Hell.  I  should  say  the  fairest  would  be  to  take  the  average  of 
10  years. 

Mr.  Gabdneb.  Take  the  average  for  10  years,  then,  and,  as  com- 

mercially  available  ores  are  known  to-day,  how  many  years  would  it 

/    take  at  the  present  rate  of  consumption  of  Lake  Superior  ores  to 

exhaust  all  me  commercially  availaole  ores;  that  is,  commercially 

available  under  the  circumstances  existing  at  present  ? 

Mr.  Stebling.  In  that  region  % 

Mr.  Gabdneb.  In  that  region;  the  Lake  Superior  region. 

Mr.  Hill.  The  highest  shipments  in  any  year  have  been  over 

forty  millions.     I  do  not  know  what  the  last  year  was,  but  I  would 

say  about  twenty-five  million;  maybe  more.    The  Michigan  mines 

^and  Menominee  have  carried  it  up  to  30,000,000  tons;  but  at,  say, 

thirty-five  million  average,  it  would  last  something  over  30  years. 

Mr.  Gabdneb.  Then  they  would  have  to  go  elsewhere  or  else  use  a 
lower  metallic  content  ore  f 
^     Mr.  Hill.  They  would  have  to  go  down  to  using  low-grade  ores, 

ores  running  from  25  to  40. 
^     Mr.  Gabdneb.  But    to    exhaust  ores  running  from  40  upward 

7ould  take  about  30  years  at  the  rate  of  35,000,000  tons  a  year? 
Mr.  Hill.  Ores  from  48  upward. 

Mr.  Gabdneb.  That  is,  at  48  natural  or  48  dry  ? 

Mr.  Hill.  I  do  not  know  the  difference  between  natural  and  dry. 

Mr.  Gabdneb.  Your  lease  is  59  dry,  is  it  not  ? 

Mr.  Hill.  I  would  say  48  dry,  if  the  lease  says  it,  then. 

Mr.  Young.  All  ores  are  tested  at  212  Fahrenheit,  are  they  not? 

Mr.  Hill.  I  do  not  know  those  technicahties. 

Mr.  Gabdneb.  On  that  same  ratio  at  which  it  is  estimated,  at  59 

Mr.  Hill.  I  think  35  years  will  show  the  exhaustion  of  the  mining 
^    interests  around  Lake  Superior,  possibly  30;  more  probably  30  than 
35.    That  is  my  judgment. 

Mr.  Gabdneb.  If  they  continue  to  mine  it  at  the  same  rate  ? 

Mr.  Hill.  Yes.  But  it  is  to  be  remembered  that  the  iron  busi- 
ness is  growing  very  rapidlv.  Take  the  United  States  census  for 
1800,  the  second  census,  and  this  country  used  7  pounds  per  capita. 

Mr.  Gabdneb.  Yes;  I  remember. 

Mr.  Hill.  And  a  hundred  years  later,  according  to  the  census  of 
^   1900,  the  United  States  used  685  pounds  per  capita. 

Mr.  Gabdneb.  When  I  said  that  that  estimate  was  based  upon 
mining  at  the  same  rate,  I  had  in  mind  that  it  might  increase. 

Mr.  Hill.  It  will  increase,  undoubtedly.  I  think  Mr.  Cole  told  me 
once  that  the  steel  company  expected  to  get  their  production  up  to 
forty  or  forty-five  million  tons  a  year.  They  are  building  large  works 
or  have  built  them — they  may  not  be  finished — at  Gary,  near  Chicago, 
and  when  the  business  of  the  countiy  moves  on  ana  people  do  not 
hesitate  about  undertaking  new  enterprises,  when  they  feel  that  the^ 
can  start  building  and  have  a  reasonable  expectation  of  finishing  it 
within  a  reasonable  time,  things  will  improve,  and  people  will  use 
more  iron  and  steel. 

Mr.  Gabdneb.  You  were  going  to  tell  us  about  these  Texas,  Ala- 
bama, Virginia,  and  Cuban  ores,  were  you  not  ? 


y 
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Mr.  Hill.  I  do  not  know  about  the  southern  ores  except  in  a  yeiy 
general  way  and  in  a  very  limited  way. 

I  know  something  of  the  Cuban  ores  from  what  I  have  seen  printed 
and  in  published  reports;  and  the  published  reports  are  available. 

Mr.  Gardner.  Did  you  happen  to  read  Mr.  Gayley's  evidence 
before  this  committee  on  the  Cuban  ores  ? 

Mr.  Hill.  No,  sir;  I  have  not  seen  it. 

Mr.  Bartlett.  I  beUeve  the  Steel  Corporation  estimates  that  there 
is  700,000,000  tons  of  ore  in  the  Tennessee  Coal  &  Iron  properties. 

Mr.  Hill,  I  have  no  knowledge  about  that.  If  vou  had  asked  me 
what  my  impression  was  as  to  what  they  controlled  I  should  have 

fut  it  in  the  neighborhood  of  400;000;000  tons.  I  do  not  know  how 
got  the  impression.  I  used  to  know  Mr.  Bacon.  I  think  Mr.  Bacon 
was  down  there  in  Georgia. 

Mr.  Sterling.  You  gave  the  names  of  two  gentlemen  a  while  ape 
who  you  said  had  had  great  experience  and  great  knowledge  of  the 
ore  situation  in  the  Lake  Superior  region  ? 

Mr.  Hill.  Yes. 

Mr.  Sterling.  Will  you  give  me  those  names  again,  please  t 

Mr.  Hnx.  Joseph  Sellwood  and  Thomas  F.  Cole. 

Mr.  Sterling.  Wliere  does  Mr.  Sellwood  live  ? 

Mr.  Hill.  In  Duluth,  I  think.     He  ub  a  banker  there  now. 

Mr.  Sterling.  Is  he  a  practical  engineer,  too  t 

Mr.  Hill.  He  is  a  practical  miner,  and  has  spent  the  greater  part 
of  his  life  on  Lake  Superior  in  mining  iron  and  copper. 

Mr.  Sterling.  Does  he  own  ore  mines  ? 

Mr.  Hill.  I  do  not  know.     I  think  he  probably  has  owned  them. 

Mr.  Sterling.  What  is  the  name  of  the  other  man  ? 

Mr.  Hill.  Thomas  F.  Cole. 

Mr.  Sterling.  What  is  his  business  t 

Mr.  Hill.  He  is  a  mining  engineer^  I  think  a  very  eminent  one. 

Mr.  Sterling.  Does  he  own  ore  mmes  ? 

Mr.  Hill.  I  do  not  know. 

Mr.  Sterling.  Has  he  ever  been  in  the  employ  of  the  United  States 
Steel  Corporation  ? 

Mr.  Hill.  I  think  he  was  superintendent  at  one  time.  He  used 
to  be  president  of  the  OUver  Iron  Mining  Co. 

Mr.  Sterling.  Is  he  connected  now  with  that  corporation  t 

Mr.  Hill.  I  do  not  know.  I  think  he  is  not.  I  think  for  some 
years  he  has  not  been  connected  with  the  corporation. 

Mr.  Sterling.  What  is  his  address  1 

Mr.  Reed.  Duluth. 

Mr.  Hill.  His  address  is  Duluth ;  and  he  is  sometimes  in  New  York. 
I  have  not  seen  Mr.  Cole  for  a  number  of  years. 

Mr.  Young.  He  has  had  no  connection  with  the  steel  company  for 
several  years. 

Mr.  Gardner.  You  think  those  gentlemen  know  as  much  of  the  ore 
situation  in  that  region  as  any  men  ? 

Mr.  Hill.  I  do.  I  would  take  their  estimates  and  their  knowledge 
and  judgment  in  preference  to  any  10  men  I  know. 

Whereupon,  at  12.35  o'clock  p.  m.,  a  recess  was  taken  until  2.30 
o'clock  p.  m. 
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AFTER  RECESS. 

The  committee  resumed  its  session,  at  2.30  o'clock  p.  m.,  Hon. 
Augustus  O.  Stanley  (chairman)  presidii^. 

The  Chairman.  Before  Mr.  Hill  goes  on  the  stand  I  want  to  call 
attention  to  one  little  matter. 

This  morning  I  was  speaking  of  the  Hull-Rust  mine,  and  I  stated 
it  was  mj  understanding  there  was  no  ore  being  taken  from  that  mine. 
Mr.  Young  quoted  certain  figures  for  that  mine.  Have  you  those 
figures? 

Mr.  Young.  Yes,  for  previous  years. 

The  Chairman.  What  year  was  Uiat? 

Mr.  YouNQ.  I  quoted  that  up  to  1910. 

The  Chairman.  What  page  is  that  f 

Mr.  Young.  For  1910  it  gives  3,189,000. 

The  Chairman.  What  page  is  that? 

Mr.  Young.  Page  48. 

The  Chairman.  What  edition  of  the  book,  do  you  know  ? 

Mr.  Young.  It  is  called  "1911  Values." 

The  CHAiRBiAN.  I  find  below  there — and  I  can  not  reconcile  those 
two — ^Lake  Superior  group.  Burt,  Hull,  and  Hull-Rust  mines. 

Mr.  Young.  They  are  all  one. 

The  Chairman.  Under  that  is  no  toimaee  removed  whatever  for 
the  year  1910.  It  is  in  the  same  book,  on  we  same  page.  I  wanted 
to  call  attention  to  that. 

Here  it  is,  ''Hull-Rust,  3,189,975  tons,"  and  then  down  below. 
"Lake  Superior  group,"  and  a  note  relating  to  that,  ''Burt,  Hull,  ana 
HuU-Rust  mines,"  and  it  does  not  give  any  ore  removed  whatever. 

Mr.  Young.  That  means  that  Hull-Rust  includes  the  Burt.  Hull, 
and  HuU-Rust  mines.  That  is  a  group  of  mines  known  as  Hull* 
Rust." 

The  Chairman.  I  merely  want  to  get  that  into  the  record. 

Mr.  Young.  I  think  it  is  perfectly  clear  in  the  table.  It  says  the 
Hull-Rust.  And  then  at  the  bottom  is  the  footnote  which  intends 
to  show  that  that  includes  also  the  Burt,  Hull,  and  Hull-Rust  mines. 

The  Chairman.  Do  you  know  whether  the  Hull-Rust  mine  was 
open  in  1911? 

Mr.  Reed.  My  information  is  that  about  the  middle  of  the  year 
1911  active  operations  at  the  Hull-Rust  were  discontinued  because  a 
very  large  supply  of  ore  had  been  accumulated.  My  information  is 
that  when  the  chairman  was  there  there  was  no  activity  at  all  in  the 
mine.  * 

The  Chairman.  That  was  my  understanding  when  I  was  on  the 
ground. 

Mr.  Young.  Is  this  supposed  to  indicate  something,  Mr.  Chairman  ? 

The  Chairman.  Yes,  Mr.  Young.  It  is  a  matter  I  wanted  to  appear 
in  the  record.  The  thing  it  indicates  is  they  were  mines  with  very  nigh 
grade  ore  that  could  be  operated  at  a  very  small  cost — the  royalty  on 
that  mine,  I  believe,  is  25  cents,  and  it  is  a  50-jrear  lease.  It  is  sig- 
nificant to  my  mina  that  they  would  leave  a  mine  when  they  could 
transport  the  ore  over  their  own  road  at  a  cost  of,  say,  25  cents  royalty 
and  4  or  5  cents  for  loading  into  cars,  35  or  40  cents  for  delivering  it  at 
Two  Harbors,  making  a  total  cost  of,  say,  60  cents,  when  they  could 
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get  an  unlimited  amount  of  ore  for  60;  why  they  would  pay  SI. 65  for 
no  better  ore. 

Mr.  Reed.  The  chairman  will  understand  the  mining  was  very 
generally  curtailed  throughout  the  whole  district  in  the  latter  part  of 
the  next  year,  owing  to  the  cessation  of  the  demand  for  iron. 

Mr.  Young.  I  do  not  know  what  the  fact  is  as  to  this  particular 
case.    It  has  appeared  in  our  hearings  somewhere  that  the  Steel  Cor- 

S oration,  under  the  minimum  clause  of  this  lease^  has  paid  for  a  good 
eal  of  ore  on  these  Hill  lands  which  it  has  not  mmed.  That  is  in  our 
hearings  somewhere,  on  oath. 

As  they  have  given  notice  of  the  cancellation  of  that  lease  to  be 
effective  m  1915,  thev  might  be  pretty  anxious  to  get  out  that  ore 
before  the  time  that  tney  had  already  paid  for,  and  which  was  costing 
them  nothing  more. 

The  Chairman.  When  I  was  out  there  notice  had  not  be^i  given 
and  was  not  given  for  some  months  after.  ^ 

Mr.  Young.  Very  hkely  they  had  deterimned  on  what  they  were 
going  to  do. 

The  Chairman.  Oh,  they  were  getting  at  this  minimum  at  that 
time. 

Mr.  Reed,  to  save  me  the  trouble  of  a  subpoena  duces  tecum — ^and 
in  this  connection  the  Steel  Corporation  has  been  very  kind  about  that 
where  we  have  wanted  papers  irom  certain  sources — I  find  in  the  one 
hundred  and  seventh  meeting  of  the  general  managers  of  sales,  on 
June  17,  1909,  this  entry: 

Mr.  Buffington  has  prepared  a  form  of  contract  which  ie  along  the  lines  discosBed  at 
our  last  meeting.  It  is  drawn  up  tentatively  as  to  Ryerson,  but  ia  intended  to  cover 
the  others  as  well,  and,  in  hrief ,  is  as  follows:  That  the  jobbezs  will  absolutely  give  up 
direct  Bhip)ments.  They  will  carry  no  stock  but  that  manufactured  bv  the  corporation 
in  its  particular  lines.  They  will  carry  it  on  consignment  and  be  allowed  a  compen- 
sation by  the  corporation  for  putting  it  in  and  tanng  it  out  of  stock  on  the  sliding 
schedule  basis,  following  out  the  suggestion  that  there  will  be  a  minimum  of  $1  or  ^ 
per  ton,  based  upon  the  prices  of  the  material.  The  a^^eement  can  be  terminated 
upon  60  days'  notice  by  either  party.  *  *  *  Provision  is  also  made  that  for  any 
material  these  people  may  fabricate  there  will  be  no  allowance  whatever. 

I  would  like  to  have  a  copy  of  that  Bufliiigton-Rverson  contract, 
with  a  statement  of  the  other  jobbers  with  whom  such  contracts  have 
been  entered  into. 

Mr.  Reed.  I  will  try  to  have  that  for  you  by  Monday. 

The  Chairman.  Thank  you.  You  can  just  mail  it  to  me  if  we  are 
not  in  session. 

^STATEMEFI  OF  J.  J.  HnL—Continued. 

Mr.  Bartlett.  Mr.  Hill,  I  would  like  to  ask  you  this  question: 
This  contract  that  you  made  with  the  Steel  Corporation  was  supposed 
at  the  time  you  made  it  to  be  made  with  the  Great  Northern  and  the 
Northern  Pacific,  but  it  was  not  made  with  them,  as  I  undoratand 
it — the  contract  for  the  lease  of  ore  land  i 

Mr.  Hill.  The  protocol  or  provisional  contract  was  made  and 
executed  by  me.  And  that  was  afterwards  enlarged  into  the  per- 
manent contract. 

Mr.  Bartlett.  Between  the  Steel  Corporation  and  the  Great 
Northern  ? 

}fiT.  Hill.  And  the  trustees  of  the  Great  Northern  ore  properties. 
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Mr.  Bartlett.  The  reason  that  I  asked  that  question  was  that 
in  an  article  published  in  Munsey's  Magazine  of  June,  1908,  which  I 
find  was  placed  in  a  hearing  before  the  Ways  and  Means  Committee 
in  1909,  is  stated — ^its  correctness  being  purported  to  be  vouched  for 
by  the  Steel  Corporation — that  the  contract  was  with  the  Great 
Northern  Railroad  and  the  Northern  Pacific  Railroad,  which  had 
vast  holdings  of  iron  ore  in  the  Mesabi  Range. 

That  was  not  true,  then;  these  two  railroads  never  had  this  con- 
tract ? 

Mr.  Hill.  The  Northern  Pacific  as  I  recall  purchased  a  line  of 
road  called  the  St.  Paul  &  Duluth.  That  road  nad  a  portion  of  the 
land  grant  on  the  range,  and  in  that  way  they  got  some  lands  carrying 
ore,  and  those  ores  are  included  in  the  Great  Northern  lease,  some- 
where in  the  neighborhood  of  20,000,000  tons. 

Mj:.  Baetlett.  Now,  that  lease  was  for  how  much  per  ton  ?  The 
first  year  it  was  88.4  per  cent  ? 

Mr.  Hill.  The  contract  provides  $1.65  per  ton,  including  the  trans- 
portation and  docking.  The  trustees  pay  the  transportation  and  the 
docking,  whatever  it  may  be. 

Mr.  Bartlett.  Yes;  1  knew  that.  But  the  cost  of  the  ore  at  the 
mine  would  be  about  88  cents  a  ton,  would  it  not  ? 

Mr.  Hill.  Eighty-five,  cents  for  59.  That  is,  the  transportation 
and  the  docking  at  that  time  was  80  cents,  which,  deducted  from  $1.65, 
would  leave  85. 

Mr.  Babtlett.  I  note  it  is  stated  in  this  same  maga2sine  article, 
which  was  placed  in  this  hearing,  that  this  contract  was  not  hstea 
in  this  inventory  which  was  published,  stated  to  be  by  the  authority 
of  the  steel  company — was  not  listed  as  the  assets  of  the  company. 

Mr.  Hill.  That  is  something  I  would  know  nothing  about. 

Mr.  Baetlett.  Did  not  you  consider  it  of  immense  value  to  the 
Steel  Corporation  ?    I  refer  to  the  lease. 

Mr.  Hill.  I  think  it  was  very  valuable  to  them. 

Mr.  Bartlett.  And  is  still  very  valuable  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Babtlett.  It  was  a  means  by  which  they  not  only  insured 
themselves  against  competition,  but  also  was  one  which  enabled 
them  to  obtain  ore  for  a  long  period  of  time,  if  they  kept  the  contract, 
would  it  not  ? 

Mr.  Hill.  Aside  from  questions  of  competition,  of  which  I  have  no 
particular  knowledge,  they  had  a  very  large  investment  or  amount 
of  capital  invested  and  a  laige  capacity  for  making  iron  and  steel. 
At  the  rate  they  were  using  ore  they  would  have  somewhere  in  the 
neighborhood  of  20  or  25  years'  supply.  From  my  standpoint  it  was 
simply  ordinary  business  prudence  and  forethought  for  them  to  secure 
as  large  a  supply  of  ore  as  they  could,  looking  to  the  future. 

I  tmnk  I  said  this  morning,  including  the  Great  Northern  Ore  Co., 
the  Ore  Trust  property,  at  the  ordinary  rate  of  consumption,  they 
would  have  somewnere  from  30  to  35  years,  with  an  investment  or 
capitalization  of  fifteen  hundred  million  dollars.  That  is  rather  a 
short  life. 

I  think  it  was  a  fair  and  no  more  than  ordinary  business  prudence 
on  their  part  to  secure  the  absolute  control  of  all  the  ore  they  could 
get.  I  speak  of  that,  of  all  the  ore  of  that  class,  because  it  is  umited. 
|f«Mr.  Babtlett.  Then  it  was  of  immense  value  to  the  corporation 
when  it  was  made  ? 
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Mr.  Hill.  Why,  upon  that  ore  depends  their  existence.  What 
would  their  plants  be  worth  ?  They  would  be  worth  what  they  would 
sell  for  as  scrap  iron. 

Mr.  Babtlett.  This  same  article  I  have  referred  to  says  that  one 
of  the  directors  of  the  Steel  Corporation,  who  was  a  very  big  man  in 
the  business  world,  said  to  him  he  thought  his  contract  worth 
$500,000,000  to  the  corporation;  that  if  an  offer  of  that  kind  were 
made  for  it  he  would  vote  against  the  sale.  Whether  this  estimate 
of  value  is  excessive  is  promematical.  His  judgment,  however,  b 
usually  very  sound. 

How  long  has  that  contract  been  running;  since  1902? 

Mr.  Hill.  1907, 1  think. 

Mr.  Reed.  1907;  yes,  sir. 

Mr.  Babtlett.  And  they  have  given  notice  that  they  are  to 
abrogate  it  in  1915? 

Mr.  Hill.  The  contract  provided  that  it  might .  be  abrogated  as 
far  as  they  were  concerned  m  1915,  provided  they  had  compued  with 
all  of  the  terms  of  the  contract,  and  in  complying  with  the  terms  of 
the  contract  at  that  time  they  would  have  to  mine  in  1914  about 
6,000,000  tons.  The  trustees,  I  think,  were  quite  willing  that  they 
should  cancel  the  contract  if  they  had  opened  properties  with  a  going 
capacity  of  6,000,000  tons  a  year.  I  think  the  trustees  could  take 
that  property  and  mine  the  ore  and  sell  it  in  the  market  to  whoever 
wanted  to  buy  ore  at  higher  prices  than  the  steel  company  were  paying. 

Mr.  Babtlett.  Tliis  contract,  has  it  gotten  less  valuable  or  more 
valuable  to  the  Steel  Corporation  since  the^r  made  it? 

Mr.  Hill.  I  don't  know.    They  are  the  judges  of  that.     I  should 

say  it  was  a  very  valuable  contract.     I  have  heard  some  members 

y"      Mr.  Babtlett  (interposing).  Its  visible  supply  has  not  increased' 
since  1900? 

Mr.  Hill.  No,  sir. 

Mr.  Babtlett.  And  is  not  liable  to  increase  in  this  country  ? 

Mr.  Hill.  No,  sir;  and  the  consumption  is  from  25,000,000  to 
over  40,000,000  tons  a  year. 

Mr.  Babtlett.  Increase  ? 

Mr.  Hill.  That  is  the  amount  that  is  mined  out  and  consumed — 
the  decrease. 

Mr.  Babtlett.  You  mean  the  decrease  ? 

Mr.  Hill.  In  the  quantity  of  ore. 

Mr.  Babtlett.  So  that  instead  of  the  field  for  obtaining  ore 
increasing,  since  this  contract  was  made,  in  the  near  years  to  come 
the  field  has  diminished  and  will  diminish  ? 

Mr.  Hill.  It  must  diminish  every  year;  the  available  ore — that  is, 
ore  that  can  be  taken  to  furnaces. 

Mr.  Babtlett.  That  would  have  a  tendency  to  increase  the  value 
of  this  contract  rather  than  to  diminish  it  ? 
^      Mr.  Hill.  That  would  be  my  judgment. 

Mr.  Babtlett.  Have  you  any  reason  to  suggest  why  they  should 
abandon  that  contract  under  those  circtunstances  ? 

Mr.  Hill.  I  have  no  reason.  I  might  have  an  opinion.  I  think 
they  were  frightened  to  death. 

Mr.  Babtlett.  That  they  had  buck  ague,  possibly,  for  something, 
without  cause  ? 

Mr.  Hill.  They  had  buck  fever. 
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Mr.  Babtlett.  Frightened  at  what^  Mr.  Hill  1 

Mr.  Hill.  I  do  not  know. 

Mr.  Babtlett.  You  do  not  know  at  what  ?  It  is  just  an  opinion 
that  they  were  frightened  at  something} 

Mr.  Hill.  They  must  have  been. 

Mr.  Babtlett.  Some  ghost  or  shadow  or  substance  ? 

Mr.  Hill.  They  must  have  been,  because  without  that  ore  they 
would  probably  have,  under  ordinary  conditions,  in  the  neighborhood 
of  18  or  25  years'  supply. 

Mr.  Babtlett.  Can  you  recall  when  the  notice  of  the  desire  or 
intention  of  the  Steel  Corporation  to  abandon  the  contract  in  1915 
was  given  t 

Mr.  Hill.  I  do  not  recall  the  date. 

Mr.  Babtlett.  How  long  since  ? 

Mr.  Hill.  I  do  not  recall  the  date.    It  was  sometime  in  the  last  fall. 

Mr.  Babtlett.  Last  fall ) 

Mr.  Hill.  Yes. 

Mr.  Reed.  The  decision  to  surrender  the  lease  was  announced  a 
day  or  two  before  the  suit  was  brought,  and  a  few  weeks  after  the 
puDlication  of  the  criticisms  in  Mr.  Herbert  Knox  Smith's  report. 

Mr.  Babtlett.  You  yourself  do  not  know  whether  it  was  before  or 
after  the  bringing  of  the  suit  by  the  Government  ? 

Mr.  Hill.  No,  sir.  I  feel  almost  like  apologizing  to  the  committee 
because  so  many  questions  have  been  asked  me  of  which  I  have  no 
knowledge  at  all. 

Mr.  Babtlett.  I  did  not  mean  to  ask  you  a  question  that — '■ — 

Mr.  Hill  (interposing).  Oh.  I  am  not  criticizing  the  questions  at  all. 
But  so  many  Questions  have  been  asked  about  subjects  that  I  know 
nothing  of,  ana  I  am  compelled  to  give  hearsay  testimony  or  say  that 
I  know  nothing  about  them. 

Mr.  Babtlett.  You  can  not  recall  what  time  you  received  informa- 
tion that  the  notice  had  been  given  ? 

Mr.  Hill.  It  did  not  come  to  me.  I  am  not  an  officer  of  the  Great 
Northern  Ore  Co. 

Mr.  Reed.  You  can  satishr  yourself  about  that,  Judge  Bartlett, 
by  referring  to  the  petition  of  the  Government  filed  in  the  dissolution 
case,  because  that  mentions  the  intention  to  surrender  the  lease. 

Mr.  Babtlett.  That  is  all  the  questions  I  have. 

Mr.  YouNQ.  Mr.  Hill,  there  is  a  little  matter  I  want  to  ask  you 
about.  It  may  not  be  very  important.  But  I  understood  you  to 
say  that  the  visible  supply  of  ore  was  steadily  decreasing. 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  I  have  before  me  this  book  of  Rukard  Hurd,  secretary 
of  the  Minnesota  tax  commission,  in  which  he  gives  the  figures  of 
tonnage  in  Minnesota  as  ascertained  and  estimated  by  the  tax  com- 
mission of  that  State.  From  that  it  appears  that  in  1907,  the  year 
this  lease  was  made,  there  was  estimated  to  be  1,192,509,757  re- 
maining on  May  1,  and  that  on  May  1,  1911,  this  amount  had  in- 
creasea  to  1,368,236,579,  or  an  increase  of  about  175,000,000  tons. 

So  it  would  appear  that  notwithstanding  the  lar^e  amount  which 
has  been  mined,  something  over  30,000,000  tons,  I  tnink  on  the  aver- 
age that  the  discoveries  had  more  than  kept  pace,  to  the  amount  of 
175,000,000  tons,  with  the  use  of  the  ore,  so  that  they  knew  of  the 
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existence  of  more  ore  in  Minnesota  at  the  ^nd  of  that  four-year  period 
than  they  did  at  the  beginning. 

Mr.  Hnx.  I  think  that  in  place  of  discovay  of  more  ore,  it  would 
be  exploration.    I  think  the  drilling  in  the  interim 

Mr.  Young  (interposing).  That  would  be  the  same  thing. 

Mr.  Hill.  Well,  tne  dnUing  has  settled,  and  until  there  is  diiHing 
done  nobody  can  see  under  30  or  40  or  60  feet  of  earth  and  say  what 
is  thtf  e.  Tne  tax  commission,  for  the  purpose  of  taxation,  has  to  have 
accurate  knowledge. 

Mr.  YouNO.  But  so  far  as  the  supply  of  ore  would  affect  the  priee,  it 
would  be  the  supply  that  was  known  to  exist,  would  it  not;  not  ore 
that  nobody  knew  about  ?    That  could  not  have  any  effect ) 

Mr.  Hill.  I  think  the  added  minage  of  ore  to  the  tax  commission's 
report  were  the  lands  that  were  known  to  contain  otBi  but  not  how 
much. 

Mr.  Young.  They  had  been  getting  yalues  on  aU  ore  lands,  though. 
Undoubtedly  their  Knowledge  mcreased  as  the  other  people's  knowl- 
edge increased. 

Mr.  Hill.  Their  knowledge  increased  as  the  land  was  explored  and 
definitely  shown  about  what  it  contained. 

1^.  Young.  Mr.  Hill,  haye  you  had  estimates  made,  or  are  you 
familiar  with  estimates  of  the  amount  of  ore  remaining  in  those  lands 
which  we  haye  been  discussing,  which  belonged  to  you  originally  and 
turned  oyer  by  you  to  this  Lake  Superior  <%.  9 

Mr.  Hill.  1  think,  iucluding  the  lands  leased  to  others  than  the 
United  States  Steel,  the  explorations  haye  shown  sonoethiag  oyer 
400,000,000  tons.    The  lands  haye  not  all  been  explored. 

Mr.  Young.  But  you  expect  to  find  some  additional  ore  t 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  From  the  unexplored  lands  i 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  A  considerable  portion  of  them  lies  within  the  iron 
belt  or  range  ? 

Mr.  Hill.  Yes;  along  the  iron  zone. 

Mr.  Young.  As  I  understood  your  testimony,  the  total  amount  of 
these  lands  is  about  69,000  acres  ? 

Mr.  Hill.  Well,  that  coyers  lands  outside  of  what  is  known  as  the 
ore  belt. 

Mr.  Young.  And  they  belong  to  these  trustees  ? 

Mr.  Hill.  They  belong  to  the  trustees. 

Mr.  Young.  Of  that  69,000  acres  about  39,000  were  leased  to  the 
Steel  Corporation  ? 

Mr.  Hill.  That  is  right.  That  is  all  set  out  in  the  report  I  handed 
in  this  morning,  in  detail. 

Mr.  Young.  Did  the  Steel  Corporation,  when  it  was  making  this 
deal,  haye  the  opportunity  to  take  all  of  this  69,000  acres  of  lana  that 
it  desired  ? 

Mr.  Hill.  Yes. 

Mr.  Young.  And  it  selected  the  39,000  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  Who  had  charge  of  the  examination  of  those  lands  for 
the  Steel  Corporation  at  that  time  ? 

Mr.  Hill.  1  do  not  know.  There  is  a  man  named  Sebenius — some 
name  of  that  description. 
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A£r.  Reed.  Sebenius;  that  is  right. 

Mr.  YoxTNO.  He  was  the  chief  engmeer. 

Mr.  Hnx.  I  think  he  was  their  expert. 

Mr.  Reed.  And  still  is. 

Mr.  Young.  Have  you  any  knowledge  or  information  that  would 
load  you  to  believe  that  these  tax  commission  figures  are  reasonably 
accurate  estimates,  or  that  they  are  not  t 

Mr.  Hdll.  I  think  they  are  made  by  an  intelligent  tax  commission. 
I  have  not  actual  knowledge  as  to  that  question,  But  I  think  they  have 
access  to  the  drillings.  They  are  anxious  to  collect  all  the  taxes  they 
can  for  the  State,  and  I  thmk  they  estimate  the  lands  as  highly  as 
their  contentSi  or  as  the  drilling  will  show  the  contents  to  be. 

M^.  YouNO.  They  state  in  their  report  that  the  companies  have 
given  them  access  to  all  the  data  they  had  t 

Mr.  Hill.  That  is  my  information.  I  think  they  are  desirous  of 
having  the  lands  show  as  large  a  quantity  of  ore  as  they  can  on  account 
of  the  revenue  to  the  State. 

Mr.  Young.  To  recur  a  moment  to  the  matter  which  you  were 
talking  to  Mr.  Gardner  about,  this  report  of  Herbert  Ejqox  Smith. 
Mr.  Smith  attempts  to  ascertain  the  value  of  the  ore  holdings  of  the 
Steel  Corporation  at  the  time  of  its  formation,  and  uses  several  meth- 
ods of  getting  at  that  value. 

He  states  m  his  report  that  he  does  not  know  that  that  is  a  fair 
method  of  determining  what  the  capitalization  ought  to  be,  but  that 
he  thinks  any  later  value  taken  after  they  had  acquired  these  lands 
would  have  m  it  a  large  monopolistic  value,  owing  to  their  drilling  of 
ore,  and  that  it  was  impossible  to  separate  that  from  any  other  vaTue; 
that  he  would  not  and  could  not  attempt  it. 

I  wish  to  ask  whether  you  think,  from  your  knowledge  of  this  busi- 
ness, that,  aside  from  the  fact  that  the  ores  have  drifted  into  a  few 
hands,  there  has  been  any  increase  in  actudi  values  of  the  ore  proper- 
ties since  1901  ? 

Mr.  Hill.  I  recall  when  the  Lake  Superior  price  of  ore  was  $2  to 
$2.50  a  ton  higher — I  mean  the  price  ddiivered  at  Lake  Erie  ports  was 
from  $2  to  S2.50  a  ton  higher — tnan  it  is  now.  The  rates  of  traaspor- 
tation  on  the  Lakes  were  very  much  higher  than  they  are  now. 

The  cost  of  production  and  the  cost  of  transportation  all  have  gone 
down  and  the  price  of  ore  has  gone  down. 

To  illustrate:  The  trustees  during  the  ore  seascm  preceding  the 
execution  of  the  lease  mined  and  shipped  from  the  Leonard  mine. 
They  shipped  their  ore  to  Lake  Erie  ports,  and  it  was  sold  for  their 
accoimt.  xheir  profit — ^you  may  call  it  royalty — was  what  they  real- 
ized after  paying  the  cost  of  mining  and  transportation.  I  think 
it  was  about  $1.45,  speaking  from  recollection. 

Mr.  Young.  That  does  not  quite  answer  my  question. 

Mr.  Hill.  I  thought  it  would  lay  the  foundation  for  the  answer,  at 
least. 

Mr.  Young.  That  may  be.  What  I  was  trying  to  get  at  is  this: 
Mr.  Smith  estimates  that  the  total  ore  holdings  of  the  United 
States  Steel  Corporation  at  its  organization  were  not  worth  over 
$100,000,000  at  that  time,  and  intimates  that  the  increase  in  value 
has  been  caused  by  the  ores  being  monopolized. 

What  I  was  wanting  to  get  at  was  to  see  if  that  was  the  only  cause 
why  ores  had  advances. 
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Mr.  Hnx.  Oh,  no. 

Mr.  Young.  For  instance,  in  1900  we  produced  in  this  country,  in 
round  figures,  10,000,000  tons  of  steel,  and  in  1910  some  25,000,000 
tons  of  steel. 

Mr.  Hill.  And  it  takes  about  2  tons  of  ore  to  make  a  ton  of  steel. 

Mr.  YouNO.  This  great  increase  in  production  indicated,  naturally, 
an  increase  in  the  production  of  those  ores  t 

Mr.  HrLX..  Why,  certainly.  I  do  not  attach  any  importance  what- 
ever to  the  monopolistic  view  of  it.  As  far  as  the  steel  company  is 
concerned,  while  I  know  nothing  about  their  views — ^that  is,  I  have 
no  absolute  knowledge — ^I  can  put  myself  in  their  place  as  a  business 
man.  I  would  feel  Uiat  I  had  been  derelict  of  my  duty  if  I  had  not 
taken  every  reasonable  step  to  secure  all  the  ore  I  could  to  keep 
those  furnaces  going,  because — think  of  it!  What  millions  they  have 
invested!  What  is  to  become  of  them  if  they  have  no  ore  to  put  in 
them  ?  What  are  they  worth ! 
^  Mr.  Young.  What  do  you  regard  now,  if  it  is  a  fair  question,  as 
the  reasonable  value  per  ton  of  your  ore  holdings  that  may  be  left 
there  ? 

Mr.  Hill.  Oh,  that  would  be  a  difficult  question  to  answer  directly. 
I  could  answer  it  in  this  way:  I  think  those  ores  will  bring  from  SI  .50 
to  S2  a  ton  royalty  before  they  are  exhausted. 
i/^       Mr.  Young.  Of  course,  the  returns  would  be  scattered  through  a 
good  many  years  ? 

Mr.  Hill.  That  depends  on  the  business  of  the  country.    If  the 

business  of  the  country  moves  along  without  great  interruptions,  and 

I.'    buildings  are  built,  the  ore  consumed,  I  do  not  see  a  life  for  Li^e 

Superior  ore  for  longer  than  30  years  in  any  event,  unless  we  get 

down  to  less  than  50  per  cent  ore. 

Mr.  Young.  Is  it  not  a  fact  that  each  year  we  do  go  down  a  little? 

Mr.  Hill.  Why,  certainly. 

Mr.  Young.  Tnat  we  are  using  lower  and  lower  grade  ores  each 
year? 

Mr.  Hill.  I  think  in  1900  they  did  not  mean  to  take  ore  that  was 
much  of  anything  less  than  60  per  cent.  Now  they  are  taking  ore 
down  as  low  as  54. 

Mr.  Young.  Your  lease  goes  down  to  49 

Mr.  Hill.  Yes,  sir. 

Mr.  Young  (continuing) .  And  under.  They  have  to  pay  the  49 
rate  for  anything  under  49  if  they  take  it  ? 

Mr.  Hill.  No;  I  think  not.    1  think  they  pay  35  cents. 

Mr.  Young.  I  thought  you  had  a  minimum  below  which 

Mr.  Hill  (interposing) .  Well,  there  is  a  sliding  scale  down  to  49, 
and  I  think  they  pay  35  cents  for  all  that  they  mine  below  49. 

Mr.  Young.  i)o  you  know  whether  they  have  mined  any  ore 
below  49 1 

Mr.  Hill.  No. 

Mr.  Gardner.  The  lease  says  $1.10  delivered  at  Superior  for  ore 
below  49.  It  is  $1,168  for  49;  and  all  below  that  $1.10  delivered  at 
Superior. 

Mr.  Hill.  That  is  better  than  my  recollection.  I  want  to  say  to 
the  committee  that  I  never  read  the  lease  in  my  life.  It  is  about  700 
pages.    The  lease  is  much  better  evidence  than  my  memory. 

The  Chairman.  The  lease  provided  a  table  for  from  47  per  cent  up 
to  66  per  cent. 
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Mr.  Hill.  Does  it  say  47  or  49  ? 

The  Chatkman.  It  says  47. 

Mr.  Hnx.  My  recollection  is  49. 

The  Chaibman.  You  are  probably  right. 
^  Mr.  Young.  I  see  by  this  report  of  the  Great  Northern  ore  proper- 
ties that  there  have  been  some  smaller  or  less  amomits  of  ore  under  49. 

Mr.  Hill.  The  report  would  be  correct. 

Mr.  Young.  Some  4,000  tons. 

Mr.  Hill.  I  suppose  in  stripping  or  something  of  that  kind  they  got 
other  material  mixed  with  it. 

Mr.  Young.  You  say  that  in  1900  that  60  per  cent  was  about  the 
lowest  that  was  regarded  as  first-class  ore  t 

Mr.  Hill.  That  is  as  I  recollect,  that  they  did  not  want  to  take 
less  than  that. 

Mr.  Young.  Going  back,  have  you  any  familiarity  with  the  ore 
business  before  that,  running  bacK  to  1870  or  1880,  and  through 
there? 

Mr.  Hill.  No;  and  I  have  not  now.  I  have  a  great  deal  to  do 
and  I  have  not  had  much  to  do  with  the  ore  business,  except  buying  it. 

Mr.  Young.  I  remember  very  well  when  65  was  the  limit. 

Mr.  Hill.  Yes. 

Mr.  Young.  So  that  there  has  been  a  steady  lowering  of  the 
metaUic  contents  of  the  ore,  which  was  salable  t 

Mr.  Hill.  Which  was  called  merchantable  ore.  What  would  be 
merchantable  ore  this  year  might  be  very  much  higher  in  metallic 
contents  than  what  would  be  merchantable  ore  10  years  from  now. 

Mr.  Young.  When  you  get  into  these  lower-grade  ores  there  are 
immense  bodies  t 

Mr.  Hell.  Well,  there  is  a  country  rock  up  there,  known  by  the 
name  of  takonite,  which  runs  from  25  to  35  or  40  per  cent. 

Mr.  Young.  Have  you  any  Imowledge  of  the  low-grade  ores  in 
Michigan  ? 

Mr.  Hill.  Only  in  a  general  way.  There  is  a  very  large  amount, 
as  I  xmderstand.    I  have  seen  reports  of  it. 

Mr.  Young.  I  have  Bulletin  No.  394  of  the  United  States  Geo- 
lo^cal  Survey,  which  contains  an  article  by  Prof.  Hayes  on  iron  ores. 
In  this  he  makes  an  estimate  of  the  existence  of  Lake  Superior  of 
75,000,000,000  tons  of  ore  above  35  per  cent,  the  bulk  of  that  being, 
of  course,  below  50,  and  of  276,000,000,000  tons  above  30  per  cent. 
You  have  no  actual  knowledge,  I  presume,  as  to  these  Cuban  deposits  ? 

Mr.  Hill.  Nothing  except  what  I  have  seen  in  the  puolished 
reports. 

Mr.  Young.  Have  you  any  knowledge  of  the  southern  ores — the 
BirmiDgham  ores  1 

Mr.  Hill.  No  personal  knowledge.  I  know  that  explorations  have 
been  made  in  Canada,  north  as  far  as  Hudson's  Bay,  by  experts  with- 

/ut  finding  any  fields  of  available  merchantable  ore. 
Mr.  Young.  How  long  is  the  haul  on  your  road  to  the  Lake,  the 
average  haul  of  the  ore  ? 
^  Mr.  Hill.  About  110  miles. 

Mr.  Young.  And  the  rate  is  80  cents  % 

Mr.  Hill.  The  rate  was  80. 

Mr.  Young.  Has  it  been  changed? 
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Mr.  Hill.  At  the  close  of  the  season  there  was  a  rate  announced  as 
60.  including  the  docking. 

Mr.  Young.  VHiat  do  you  do  for  that  80  or  60  cents  f 

Mr.  Hill.  Haul  that  ore,  furnish  the  cars  and  haul  that  to  the  dock, 
sort  it|  and  deliver  it  to  the  ship. 

Mr.  Young.  YiThat  do  you  mean  by  sorting  it  ? 

Mr.  Hill.  It  has  to  be  sorted.  For  instance,  a  cargo  might  be  sold 
of  59  or  60  per  cent  ore.  Now,  that  entire  cargo  has  to  average  that 
amoimt  of  metallic  iron.  It  has  to  contain  it.  If  ore  is  broi^ht  dowa 
that  contains  55  or  56  per  cent  and  is  put  into  the  cargo,  umess  other 
ore  is  put  with  it,  whidi  would  bring  the  contents  up,  then  the  dock 
would  liave  to  pay  the  diflference. 

Mr.  Young.  Is  not  this  ore  sorted  in  the  first  place  at  the  mines  f 

Mr.  Hill.  Yes :  and  the  contents  of  the  car  are  known. 

Mr.  Young.  Tne  different  grades  are  placed  in  different  pockets  at 
the  dock  1 

Mr.  Hill.  Yes.  The  pockets  contain  from  250  to  300  tons,  and  a 
marine  cargo  is  10,000  tons.  They  have  to  be  sorted  so  that  the  min- 
eral contents  will  be  up  to  the  standard  at  which  they  are  sold  and 
not  to  exceed  it,  because  if  they  were  greats  the  seller  would  lose  the 
difference. 

Air.  Young.  Do  you  mean  then,  that  your  sorting  consists  in  taking 
ore  in  the  different  pockets,  having  different 

Mr.  Hill  (interposing).  Every  carload  has  to  be  known,  as  to  the 
mineral  contents;  to  Imow  where  it  goes  and  that  it  goes  with  ore 
that  wiU  make  it  a  cargo  of  a  certain  value  in  mineral  contents. 

Mr.  Young.  Do  you  at  the  docks,  or  in  loading,  mix  different  grades 
of  ore  to  produce  a  general  average  ?    Is  that  wnat  is  done. 

Mr.  Hill.  They  have  to. 

Mr.  Young.  You  do  that  ? 

Mr.  Hill.  I  remember  that  Price  McKinney,  of  Cleveland,  of 
Corrigan  &  McEinney,  told  me  he  thought  our  sorting  was  worth 
15  to  25  cents  a  ton  to  him. 

Mr.  Gardner.  Is  the  ore  handled  when  it  is  sorted,  other  than 
putting  it  on  board  the  vessel  ?  So  much  is  taken  from  one  pocket 
and  so  much  from  another  ? 

Mr.  Hill.  Oh,  no.  It  is  dumped  from  the  car  into  the  pockets. 
It  has  to  be  sorted,  so  that  the  cargo  will  run  about  uniform  value. 

The  CHAmMAN.  Is  that  done  by  dumping,  by  selection  of  the  cars^ 
in  order  to  dump  the  cars,  or  by  selection  of  pockets,  when  dumping 
into  the  pockets  ? 

Mr.  Hill.  The  ore  goes  out  of  the  car  and  into  the  pocket,  and 
goes  from  the  pocket  into  the  ship. 

The  Chairman.  I  thoroughly  understand  that,  but  you  do  not 
sort  this  ore  with  a  shovel  1 

Mr.  Hill.  Oh,  no.  In  sorting  it  by  the  shovel  full  you  would 
have  to  analyze  every  shovel,  and  you  would  never  get  through. 

Mr.  Young.  As  I  understand  it,  for  instance,  if  ore  had  been  sold, 
we  will  say,  at  55,  you  might  take  from  one  pocket  of  60  and  another 
pocket  of  50  and  put  them  together  and  get  an  average  of  55 1 

Mr.  Hill.  Yes. 

Mr.  Young.  That  is  what  you  mean  by  sorting  ? 

Mr.  Hill.  Yes,  sir.  With  one  carload  that  might  run  60  and  with 
another  50  and  by  putting  them  together  you  would  get  an  average 
ol'  55,  if  they  were  of  the  same  wei^t. 


i. 
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Mr.  Gabdner.  You  already  know  what  your  carload  contains 
when  it  arrives  there  ? 

Mr.  Hill.  The  contents  of  the  cars  I  think  are  known;  that  is  my 
understanding. 

The  Chaibman.  Not  to  interrupt,  but  I  want  to  set  that  strai^t. 
Your  cars  run  over  these  great  big  pockets,  and  tnej  are  dumped 
from  the  bottom ) 

Mr.  Hill.  They  are  dumped  into  the  pockets. 

The  Chaibbiak.  You  know  just  what  is  in  your  car  when  it  goes 
out  on  the  pocket  ? 

Mr.  Hill.  Yes. 

The  Chairman.  And  you  so  distribute  your  cars  over  those 
pockets  as  to  give  a  certain. metallic  content  that  you  want  to  each 
pocket;  is  that  not  right? 

Mr.  Hill.  Yes. 

The  Chairman.  And  that  effort  of  sorting  consists  in  the  trouble 
and  time  of  switching  in  and  arranging  these  cars  ? 

Mr.  Hill.  And  the  expense. 

The  Chairman.  It  is  a  switching  proposition  f 

Mr.  Hill.  It  takes  great  care. 

Mr.  Gardner.  If  I  understand  the  chairman  right,  in  that  sorting 
you  take  so  much  from  pocket  A,  and  so  much  from  pocket  Q  9 

The  Chairman.  No;  you  take  it  from  car  A  and  put  it  in  a  certain 
pocket,  and  from  car  B,  and  put  it  in  a  certain  pocket,  lliis  sorting 
means  the  selection  of  cars  when  they  are  oumped  into  certain 
pockets. 

Mr.  Young.  Then  you  also  sort,  I  presume,  sometimes  in  k)ading 
the  vessel  ? 

Mr.  Hill.  Probably  so;  I  am  not  familiar  with  that. 

Mr.  Young.  Does  this  cost  much,  if  anything,  more  than  it  would 
to  dump  those  cars  in  the  first  pocket  they  came  to  ? 

Mr.  Hill.  Oh,  very  much  more. 

Mr.  Young.  Why  so  i 

Mr.  Hill.  Because  each  car  has  to  be  put  in  a  certain  i^ace.  If 
you  could  take  a  string  of  cars  and  put  t^em  in  on  the  dock  and  dump 
them  all,  it  would  be  a  simple  thing.  But  each  car  has*to  go  to  a 
pocket  containing  ore  of  certain  value.  You  have  got  to  know  as  you 
are  going  idong. 

lb.  Young.  That  requires  the  breaking  up  of  the  train,  and  the 
handling  of  practically  each  car  with  an  engine  separately  i 

Mr.  Hill.  They  are  run  over  a  hump  and  weighed:  they  are  all 
weighed,  each  car  by  itself.  Then  they  are  sorted  to  tne  pockets  on 
the  dock,  which  is  quite  a  large  undertaking,  and  the  docK  does  the 
work.    It  is  heavy  work. 

Another  thing  about  it:  It  is  heavy  business,  the  dumping  of  ore, 
letting  the  heavy  ore  fall  into  the  empty  pockets.  It  requires  con- 
stant watchfulness  and  repair  to  keep  the  docks  in  repair. 

Mr.  Young.  Do  you  remember  about  what  year  the  yearly  tonnage 
of  that  road  in  ore,  about  how  much  ore — ^wefl,  for  instance,  in  1910, 
how  much  ore  you  shipped  over  your  road  ? 

Mr.  Hill.  About  8,000,000  tons. 

Mr.  Young.  As  many,  or  less 

Mr.  Hill.  Maybe  less. 

Mr.  Young  (continuing).  In  1911? 
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Mr.  Hill.  No,  I  think  a  little  more. 

Mr.  Young.  Nine  millions  ? 

Mr.  Hill.  I  think  over  ten. 

Mr.  Young.  Is  not  that  a  very  profitable  business  at  the  rate  yoa 
have  been  getting,  at  80  cents  t 

Mr.  Hill.  That  would  depend  on  how  it  is  handled. 

Mr.  Young.  Well,  in  the  way  you  handle  it.  I  suppose  you  handle 
that  skillfully  and  in  a  businesslike  way  f 

Mr.  Hill.  Well,  you  could  under  ordinary  conditions  handle  it 
so  as  to  lose  money. 

Mr.  Young.  What  is  your  average  train  of  cars;  how  many  cars 
to  a  train) 

Mr.  Hill.  It  used  to  be  40;  we  got  it  up  to  60,  we  got  it  up  to  60. 
we  got  it  up  to  80,  an^  we  got  it  finally,  this  year,  up  to  100,  ana 
occasionally  something  over  100. 

Mr.  Young.  A  single  engine  ? 

Mr.  Hill.  With  a  single  engine,  but  they  are  specially  built  engineB. 

Mr.  Young.  What  do  they  call  them ) 

Mr.  Hill.  The  tjjpe  that  we  used  last  year  was  a  Malay.  It  is 
practically  two  engines  with  one  boiler. 

Mr.  Young.  It  is  really  a  double  engine  f 

Mr.  ELiLL.  Yes,  sir. 

Mr.  Young.  What  are  the  grades  on  that  road  ? 

Mr.  Hill.  The  grade  from  the  mine,  I  think,  the  maximum,  is 
four-tenths  of  1  per  cent. 

Mr.  Young.  That  is  down  toward  the  lake  ? 

Mr.  Hill.  No;  that  would  be  adverse. 

Mr.  Young.  Where  is  that  adverse  grade  ? 

Mr.  Hill.  Coming  to  the  crossing  of  the  Cloquet  River,  and  one  or 
two  other  places  alon^  the  range. 

"  Mr.  Young.  Does  this  one  engine  carry  as  high  as  a  hundred  cars 
over  those  grades,  or  do  they  have  help  ? 

Mr.  Hill.  No ;  the  ore  is  gathered  up  from  the  mines  and  brou^t 
to  central  yards,  from  which  the  train  going  to  the  lake  is  made  up. 
Part  of  the  service  is  gathering  it  and  bringing  it  to  these  central 
points,  and  then  the  train  is  made  up  and  carried  to  the  dock  at 
Alluez. 

Mr.  Young.  Still,  these  engines  do  take  as  many  as  100  cars  over 
these  CTades  of  which  you  have  spoken  f 

Mr.  Hill.  Yes. 

Mr.  Young.  How  many  tons  to  the  car,  on  the  average  ? 

Mr.  Hill.  They  will  run  on  the  average,  if  they  are  loaded  full, 
about  100,000  pounds,  and  that  would  be  43  or  44  gross  tons. 

Mr.  Young.  They  average  43  or  44  gross  tons? 

Mr.  Hill.  Hardly. 

Mr.  Young.  Over  42,  say? 

Mr.  Hill.  Speaking  from  recollection,  I  should  say  they  would 
run  from  40  to  43  or  44. 

Mr.  Young.  Gross  tons  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  You  are  paid,  of  course,  on  your  freight  by  the  gross 
ton? 

Mr.  Hill.  Yes;  by  the  gross  ton.  That  is  12  per  cent  more  than 
the  net  ton. 
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The  Chairman.  My  understanding  is  that  these  cars  are  standard- 
ized at  50  tons  ? 

Mr.  Young.  Fifty  net  tons  ? 

Mr.  Hill.  Their  capacity  is  100,000  pounds,  but  the  rate  is  on 
gross  tons,  which  is  2,240  pounds  to  the  ton. 

Mr.  Young.  These  Malay  engines  haul  115  cars,  do  they  not? 

Mr.  Hill.  If  everything — the  rail,  the  day.  etc. — was  favorable, 
you  might  get  over  the  road  with  110  to  116,  but  you  would  not,  as 
a  rule. 

Mr.  Young.  But  I  understood  you  to  say  you  got  over  with  100 
this  year  1 

Mr.  Hill.  They  have  hauled  100  in  a  regular  way,  and  then  less 
than  that.    I  think  we  haul  more  than  anybody  else. 

The  Chairhan.  I  do  not  want  to  intemmt  there,  but  the  test  of 
your  capacity  is  the  back  haul,  is  it  niot  1  The  test  on  the  length  of 
your  trains  is  not  the  haul  down,  but  the  haul  back ;  is  not  that  true  t 

Mr.  Hill.  Oh,  no. 

Mr.  Young.  You  stated  there  are  some  up  grades  of  a  Httle  over 
four-tenths  of  1  per  cent. 

Mr.  Hill.  Four-tenths  of  1  per  cent. 

Mr.  Young.  That  would  make  something  over  4,000  tons  to  a 
train! 

Mr.  Hill.  Yes;  4,000.    That  would  be  a  pretty  high  average. 

Mr.  Young.  And  an  average  haul  of  about  100  miles. 

Mr.  Hill.  One  hundred  and  ten  miles. 

Mr.  Young.  What  would  that  rate  be  per  train-mile  i 

Mr.  Hill.  The  docking  would  have  to  come  out  of  that. 

Mr.  Young.  What  would  you  figure  for  the  dockingf 

Mr.  Hill.  I  think  it  is  20  cents.  I  think  that  is  based  on  the 
terminal  cost  of  handling  wheat,  which  is  26,  and  the  cost  of  handling 
coal  in  New  York,  through  the  docks,  through  the  coal  dumps.  The 
docks  is  25  cents  a  ton,  and  the  ore  rate  was  20. 

Mr.  Young.  The  docks,  however,  are  owned  by  the  railroad  com- 
pany, are  they  not  ? 

Mr.  Sill.  1  believe  they  are  owned  by  the  trustees. 

Ifc.  Young.  The  trustees  of  this  ore,  you  mean  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  The  Great  Northern  Ore  Co.  ? 

Mr.  Hill.  I  think  so.    That  is  my  recollection. 

Mr,  Young.  Wliat  allowance  do  they  get  then  out  of  a  dollar  ? 
You  do  the  work  ? 

Mr.  Hill  No;  they  do  their  own  sorting  and  switching  and 
docking. 

Mr.  Young.  They  get  the  20  cents  ? 

Mr.  Hill.  They  get  the  20  cents. 

Mr.  Young.  That  is,  the  railroad  company  collects  the  80  cents  ? 

Mr.  Hill.  Yes. 

Mr.  Young.  And  pays  over  to  the  docking  company  20  cents  out 
of  that  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  And  retains  60  ? 

Mr.  Hill.  Yes.  Under  the  new  rate  of  60,  that  would  have  to  be 
reduced — ^well,  I  do  not  know;  but  I  should  say  it  would  have  to  be 
reduced,  if  they  can,  to  15. 
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Mr.  Young.  The  docking  ? 

Mr.  Hill.  The  repairs  and  renewals  of  these  docks — they  are  very 
perishable.  They  have  to  be  renewed  every  10  years,  and  they  are 
very  expensive.  That  is,  those  that  are  built  of  wood.  The  last  one 
was  bunt  of  steel  and  concrete.  But  for  business  that  would  wind 
itself  up  in  20  or  30  years,  and  the  whole  plant  have  to  be  throi^ii 
away,  the  railroad  company  preferred  that  the  trustees  would  build 
their  own  docks. 

Mr.'YouNO.  Does  this  road  that  handles  the  ore  handle  much  of 
any  other  freight  ? 

Mr.  Hill,  rractically  no  other  freight.  There  is  very  little  return. 
They  have  to  run  two  train  miles  to  get  one  loaded  nme. 

Im:.  Young.  That  is,  they  come  back  empty,  you  mean  ! 

Mr.  Hill.  Yes.  The  cars  are  such  cars  as  can  not  be  used  tor  any 
other  purpose.  They  are  a  peculiar  car.  They  are  shoFt,  and  are 
made  to  nt  the  old  docks,  the  old  Lake  Micmgan  and  Marquette 
docks.    The  hatches  of  the  vessels  were  made  to  fit  them. 

Mr.  Young.  Do  you  use  a  steel  car  ? 

Mr.  Hill.  We  use  a  steel  car;  we  have  some  wooden  cars,  but 
mostly  they  are  steel. 

Mr.  Young.  Have  you  any  passenger  traffic  t 

Mr.  Hill.  Very  httie.    I  thmk  there  is  one  train  a  day. 

Mr.  Young.  So  practically  all  the  income  of  the  road  is  from 
the  ore  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  Is  this  portion  of  your  system  which  carries  the  ore 
kept  separately;  do  you  keep  me  accounts  of  its  earnings  and 
expenditures  separately  ? 

Mr.  Hill.  No.  That  division  is  about  140  or  150  miles  which 
handles  the  ore. 

Mr.  Young.  Is  that  a  separate  divisdon  by  itself  ? 

Mr.  Hill.  No  ;  the  division  has  some  350  or  360  miles. 

Mr.  Young.  I  suppose  you  have  made  estimates  as  to  the  profits 
on  this  ore  carried  on  this  road  ? 

Mr.  Hill.  I  do  not  recall  any  estimates.  They  would  otify  be 
estimated.  You  could  get  approximately  the  cost  per  mile  of  train 
service,  but  the  maintenance  of  the  line  or  that  portion  of  the  line 
used  for  other  business,  would  have  to  be  appropriated  or  allocated 
on  some  basis.     It  would  be  very  difficult. 

Mr.  Young.  How  would  the  cost  of  hauling  ore  on  your  road  com- 
pare with  the  cost  of  hauling  ore  on  the  Missabe  &  Northern  t 

Mr.  Hill.  There  is  not  so  much  difference. 

Mr.  Young.  It  is  about  the  same? 

Mr.  Hill.  I  think  they  have  a  much  heavier  grade  going  up  from 
the  Lake.  I  think  that  is  what  you  had  in  mind,  that  their  load  was 
controlled 

The  Chairman  (interposing).  They  have  about  500  feet  there  in 
about  8  or  10  miles. 

Mr.  IIiLL.  Well,  we  get  up  the  hill;  we  use  that  Une  for  all  our 
business  going  west,  directly  west  from  the  head  of  Lake  Superior, 
and  our  maximum  grade  I  think  is  four-tenths  of  1  per  cent. 

Mr.  Young.  So  if  there  is  any  difference  your  cost  would  be  slightly 
less  than  theirs  ? 

Mr.  Hill.  There  is  very  Uttle  difference. 
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The  Chairman.  How  far  is  Duluth  from  Proctor  Bjiot? 

Mr.  Reed.  I  don't  know. 

Mr.  Hill.  I  do  not  know.    I  do  not  know  where  Proctor  Knot  is. 

Mr.  YoxTNG.  The  information  we  have  taken  from  the  report  of  the 
Missabe  &  Northern,  for  instance — ^which  does,  I  take  it,  the  same 
kind  of  business  your  road  does — shows  very  extraordinary  profit  on 
the  ore  business. 

Mr.  Hill.  That  depends,  I  think,  on  how  they  kept  their  accounts. 

Mr.  Young.  I  am  not  certain  about  the  figures,  T)ut  I  think  they 
run  as  high  as  300  per  cent  per  annum. 

Mr.  Hill.  I  would  like  to  nave  some  railroad  that  would  earn  a 
small  portion  of  that. 

Mr.  I OUNO.  We  woxiid  like  to  get,  if  we  could,  Mr.  Hill,  the  exact 
facts  about  this. 

Mr.  Hill.  Well,  now,  I  can  show  you.'  The  best  estimate  I  could 
make  is  that  it  would  cost  from  $550  to  $600,  to  run  a  train  up  to 
the  mine  and  back,  account  of  maintenance  and  everytlung  else, 
because  it  is  a  rough,  heavy  business.  The  cars  are  loaded  with 
steam  shovels.  That  steam  shovel  gets  2i  or  2  cubic  yards,  which 
would  be  5  tons.  They  are  in  a  hiu*ry,  and  swinging  around  if  they 
happen  to  hit  the  side  of  a  car,  it  does  not  do  the  car  any  good. 

It  has  a  rough,  hard  usage.  The  repairs  to  these  cars  is  quite  an 
item.  They  are  good  for  nothing  else.  And,  too,  the  railroad  would 
only  be  operated  on  a  profit  for  seven  months  in  the  year.  • 

Mr.  Young.  What  does  this  $550  or  $600  include  ? 

Mr.  Hill.  That  includes  the  moving  of  the  train  ? 

Mr.  Young.  The  maintenance  of  the  track  1 

Mr.  Hill.  The  maintenance  of  the  track. 

Mr.  Young.  And  the  cars  t 

Mr.  Hill.  And  the  cars,  the  superintendence,  the  dispatching,  and 
so  cm. 

Mr.  Young.  Everything  except  the  interest  on  the  investment  ? 

Mr.  Hill.  Yes. 

Mr.  Young.  And  the  general  superintendence  ? 

Mr.  Hill.  At  60  cents  for  hauling  the  ore,  after  paying  the  sorting 
and  docking  and  dcHvery,  you  have  to  canr  about  a  thousand  tons 
to  pay  your  expenses.  When  you  stop  to  think  that  350  tons  is  the 
average  load  in  the  United  States  of  a  train,  ^ou  will  see  that  the 
ore  could  not  be  moved  unless  you  could  move  it  in  very  large  train- 
loads. 

Mr.  Young.  Well,  you  are  carrying. approximately  4,000  tone? 

Mr.  Hill.  We  are  trying  to. 

Mr.  Young.  And  if  1,000  tons  pays  vour  entire  expense,  the  3,000 
tons  would  be  clear  profit;  that  would  be  300  per  cent  i 

Mr.  Hell.  I  think  that  we  have,  outside  of  the  docks,  about  twent]^- 
four  or  twenty-five  million  dollars  invested  in  the  property  that  is 
handling  ore,  and  that  all  has  to  be  thrown  away  within  a  short  time; 
that  is,  when  the  ore  is  exhausted. 

Mr.  Young.  You  mean  that  your  railroad  and  its  equipment  and 
so  on 

Mr.  Hill.  You  coidd  not  use  the  equipment  for  anything  else  I 

Mr.  Young.  It  makes  about  $24,000,000  invested  in  the  road  and 
equipment. 

Au.  Hill.  Yes. 
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Mr.  Young.  You  have  to  earn  of  course  the  interest  on  that  money. 

Mr.  Hill.  Yes.  That  road  was  built  without  bonds.  It  was 
built  with  the  proceeds  of  stock  sold  at  one  hundred  cents  on  the 
dollar  and  the  stockholders  expected  something  for  their  investment, 
and  they  have  alw^s  been  able  to  get  it. 

Mr.  X  ouKO.  As  I  understand  it,  you  carried  last  year  something 
over  10,000,000  tons  at  60  cents.  That  would  be  $6,000,000.  The 
actual  cost  of  doing  the  business  aside  from  this  interest  would  be 
only  $1,500,000. 

Mr.  Hill.  That  was  carried  during  the  summer  months.  You 
have  to  cany  the  cost  through  the  winter,  repair  your  outfit,  and  so 
on,  so  you  can  not  make  that  up  until  the  end  of  the  year.  I  can 
give  you  the  year  ending  1911. 

Mr.  Young.  I  would  be  very  glad  to  have  it. 

Mr.  Hill.  The  Great  Northern  Railroad  paid  its  interest  and 
dividends  and  had  something  over  $2,000,000  as  a  surplus. 

Mr.  Young.  That  is  the  whole  system  ? 

Mr.  Hill.  Yes,  sir.    The  accounts  are  kept  for  the  whole  system. 

The  Chairman.  Would  you  really  earn  that  amount  of  money  t 

Mr.  Hill.  Did  they  earn  that  ? 
.  The  CHAmMAN.  Yes;  or  was  that  merely  a  method  of  bookkeeping  ? 

Mr.  Hill.  Oh,  no;  that  is  what  it  earned.  Our  accounts  are 
kept  under  the  supervision  and  direction  of  the  Interstate  Commerce 
Commission,  and  they  are  reported  to  them. 

Mr.  Young.  To  go  back  to  this  ore  business,  as  I  understand  it,  you 
would  receive  for  handUng  the  ore  $6,000,000.  The  cost  of  doing  the 
business,  maintenance,  etc.,  would  be  $1^500,000,  leaving  you  $4,500,- 
000  for  interest  on  $24,000,000,  less  fixing  up  your  ecjuipment. 

Mr.  Hill.  And  vour  railroad.  It  is  very  heavy  service,  the  heaviest 
service  I  know  of  anywhere.  The  rails  wear  out  on  what  we  call 
the  hill.  Although  going  to  the  mines  it  is  a  grade  of  four-tenths 
of  1  per  cent,  the  raOs  wear  out  every  season,  and  sometimes  faster 
on  the  curves. 

But  let  me  suppose.  Suppose  we  use  ordinary  good  standard 
enmnes;  suppose  we  use  ordinary  good  standard  engines. 

Mr.  Young.  Yes. 

Mr.  Hill.  About  1,000  tons  would  be  the  maximum  load  they 
could  haul.  If  we  could  not  devise  any  scheme  that  would  enable  ns 
to  make  a  profit^  then  there  would  be  no  reason  why  we  should  not 
use  standard  engmes  and  let  the  cost  be  as  high  as  we  could  make  it. 

I  do  not  think  because  we  have  spent  an  enormous  amount  of 
money  to  get  a  ^ood  road,  with  the  best  equipment  and  best  special 
engines  that  could  be  made,  that  we  should  not  be  allowed  to  realize 
any  benefit  from  it. 

Mr.  Young.  I  think,  Mr.  Hill,  you  ought  to  have  a  very  liberal 
profit  for  your  energy  and  foresight  and  forethought. 

Mr.  Hill.  You  can  count  the  rate  for  next  year  at  60  cents. 
That  will  be  the  lowest  rate  that  tonnage  is  carriea  for  in  the  United 
States. 

Mr.  Young.  Anv  kind  of  tonnage  ? 

Mr.  Hill.  Any  kind. 

Mr.  Gardner.  Let  me  understand  what  you  mean  by  that.  Are 
you  deducting  the  20  cents  docking  charge  there  I 

Mr.  Hill.  No;  I  was  figuring  on  15  or  16;  something  like  that. 
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Mr.  Gabdneb.  That  is  45  cents  straight. 

Mr.  Hnx.  Semember,  if  you  had  a  three  or  four  hundred  mile 
haul,  the  rate  per  ton  per  mue  could  be  made  much  lower. 

Mr.  Gabdneb.  Of  course. 

Mr.  Hill.  Because  you  have  got  terminal  service  at  each  end  of 
the  100-mile  haul. 

Mr.  Gabdneb.  I  was  not  disputing  that.  What  I  wanted  to  get 
at  was  the  meaning  of  your  statement;  how  much  you  were  allowmg 
for  docking  charge  out  of  that  60-cent  rate. 

Mr.  Hill.  That  would  be  15  or  16  cents;  something  ef  that  kind. 

Mr.  Gabdneb.  Instead  of  20;  as  it  is  at  present  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Gabdneb.  In  other  words,  45  or  44  cents  ? 

Mr.  Hell.  Yes,  sir. 

Mr.  Gabdneb.  The  railroad  rate  would  be,  in  your  opinion,  the 
lowest  charge  ? 

Mr.  Hill.  For  any  haul  of  a  hundred  miles. 

Mr.  Gabdneb.  For  any  short  haul  of  a  heavy  commodity  ? 

Mr.  Hnx.  Yes,  sir.  Now,  take  Marquette.  What  is  the  distance 
from  the  mines  down  to  Marquette  ? 

Mr.  YoTJNG.  From  Ishpeming  it  is  only  15  miles.  From  Republic 
it  is  37  miles.  The  rate  is  the  same.  Ilie  bulk  of  the  ore  is  at  Ish- 
peming and  N^aunee. 

Mr.  Hill.  Wnat  is  the  distance,  15  or  16  miles? 

Mr.  Young.  Fifteen  from  one  and  18  from  the  other. 

Mr.  Hill.  Say  20;  that  would  make  two  round  trips  a  day  that 
they  can  do.  We  can  make  half  a  trip  a  day.  That  is,  100  miles  is 
a  dhj's  work,  and  we  have  to  run  220  miles  to  make  a  round  trip. 
We  would  make  a  hdf  round  trip  in  a  day,  and  they  can  make  two 
round  trips  in  a  day  with  a  locomotive.  Thev  get  a  higher  rate  per 
ton  per  mile  than  we  do,  although  the  rate  is  lower. 

Mr.  YoxTNO.  Yes ;  but  that  includes  the  docking  charge,  too  f 

Mr.  Hill.  So  does  ours.    What  is  their  rate  i 

Mr.  YouNO.  Of  course  the  docks  are  owned  by  the  railroad  com- 
pany t 

Mr.  Hill.  Yes. 

Mr.  Young.  So  that  you  can  not  separate  them  ? 

Mr.  Hill.  Yes. 

Mr.  Young.  But  on  your  theory  that  a  fair  docking  rate  would  be 
20  cents,  it  would  leave  them  but  5  cents  for  carrying  ore;  or  if  it  was 
15  cents,  it  would  leave  them  but  10  ? 

Mr.  Hill.  I  thought  the  Marquette  rate 

Mr.  Young  (interposing).  Was  25. 

Mr.  Hell.  I  thought  it  was  30  or  40  cents.  It  is  a  switching 
proposition. 

Mr.  Young.  The  Escanaba  rate  is  40  cents,  and  that  is  a  65-mile 
haul.  On  a  haul  from  Ishpeming,  at  a  15-cent  docking  chaise,  they 
would  be  getting  but  10  cents  as  against  your  45  ? 

Mr.  Hill.  The  Duluth,  South  Shore  &  Atlantib  haul  some  of  that 
ore. 

Mr.  Young.  Yes. 

Mr.  Hill.  What  does  their  stock  sell  for  ? 

Mr.  Young.  That  road,  as  you  know  a  great  deal  better  than  I 
do 
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Mr.  Hill  (interposing).  I  do  not  know  much  about  it. 

Mr.  Young  (continuing).  Runs  through  a  ^reat  deel  of  eountry 
where  there  is  very  little  return. 

Mr.  Hill.  The  Lake  Shore  runs  along  the  south  shore  of  Lake  Erie, 
and  that  runs  along  the  south  shore  of  Lake  Superior. 

Mr.  Young.  Yes.  There  is  a  very  sparse  population  in  northern 
Michigan.  Many  miles  of  that  roaa  run  at  a  loss,  of  course.  That 
road  has  never  paid  a  dividend. 

Mr.  Hill.  No:  and  has  not  paid  expenses,  has  it ? 

Mr.  YouNt}.  Well,  it  has  not  always  paid  the  interest  on  its  bonds. 
The  Canadian  Pacific  has  sometimes  had  to  do  it,  but  that  is  not 
because  of  the  trouble  in  the  ore  traffic.  ^  It  is  because  of  this  long 
distance  outside  of  the  ore  country  which  gives  them  very  little 
business. 

Mr.  Hnx.  But  the  railroads  are  assured  of  their  business  as  a  wliole. 

Mr.  Young.  Oh,  yes;  the  Chicago  &  Northwestern,  I  believe,  has 
been  reasonably  profitable. 

Mr.  Hnx.  Yes,  fairly. 

Mr.  Young.  That  rate  is  40  cents,  and  taking  out  yovsr  IS-oent 
docka^  charge,  that  would  leave  25  cents. 

Mr.  Hill.  For  what  distance? 

Mr.  Young.  Sixty-five  miles. 

Mr.  Hill.  Very  well.  And  the  other  would  leave  45  cents  for  115 
miles. 

Mr.  Young.  Yes;  but  is  it  not  true,  Mr.  Hill,  that  the  longer  haul 
can  be  made  at  a  much  less  rate  per  mile  than  a  short  haul  of  20  or 
60  miles  f 

Mr.  Hnx.  No;  the  60  miles  would  be  a  swing  run.  They  would 
run  out  and  back  the  same  day.  They  make  a  round  trip  a  ^ay^  and 
it  takes  us  two  days  to  make  a  round  trip. 

Mr.  Young.  That  is  120  miles. 

Mr.  Hill.  They  make  that.  They  do  not  pay  a  day's  work  fer  65 
miles,  do  they  ? 

Mr.  Young.  No ;  I  think  not. 

Mr.  Hill.  They  make  a  round  trip,  what  is  called  a  swing  run. 

Mr.  Young.  Or  course,  they  pay  tor  more  hours. 

Mr.  Hill.  And  so  do  we. 

Mr.  Young.  You  pay  for  the  actual  hours  you  run,  do  you  not  ? 

Mr.  Hill.  No;  we  pay  by  the  mile  and  the  hour.  That  is,  100 
miles  is  a  day's  work.  Ii  they  make  that  in  6  hours  they  are  paid,  and 
if  they  run  115  miles  they  get  paid  for  16  miles  more. 

Mr.  Young.  So  you  regard  the  60  cents  as  a  very  reasonable  rate  ? 

Mr.  Hill.  A  very  low  rate.  Unless  the  railroad  should  prepare 
itself  at  great  expense  with  heavy  equipment,  rails  and  care  ana  every- 
thing connected  with  it,  they  could  not  make  any  money.  Tlien 
when  thev  are  through  thev  can  not  use  that  equipment  anywhere 
else.     It  has  got  to  stand  idle  five  months  in  the  year. 

Mr.  Young.  Then  would  you  say  the  reason  of  these  profits,  I 
might  say  abnost  extraordinary  profits,  were  the  exceptional  oondi* 
tions  there,  having  a  tremendous  tonnage,  good  grades,  very  large 
investment  in  the  road,  and  excellent  facilities  for  doing  business? 

Mr.  Hill.  The  best  facilities  that  the  human  mind  can  contrive.  I 
think  under  ordinary  conditions  that  the  human  mind  can  contrive. 
I  think  under  ordinary  conditions  under  which  freight  is  moved,  those 


UNITED  STATES  STEEL  OOBPORATION.  8210 

rates  would  make  a  loss.    It  has  got  to  be  borne  in  mind  that  it  is  a 
special  service  with  equipment  that  can  not  be  used  anywhwe  eise. 

Jkfr.  Young.  I  understand. 

Mr.  Hill.  And  when  you  are  through  with  it  jou  have  to  throw  it 
away.    Those  cars  will  nold  about  15  to  18  tons  of  coal. 

Ifc.  YouNO.  Yes. 

Mr.  Hill.  Well,  nobody  wants  to  haul  a  coal  car  unless  it  will  carry 
40  or  50  tons  of  coal;  it  is  not  profitable  unless  you  can  do  that. 

Mr.  Young.  I  suppose  you  haul  coal  back  wliten  you  can  get  it,  in 
those  cars ) 

Mr.  Hill.  Very  little. 

Mr.  Young,  x  ou  haul  back  what  you  can  get  to  haul  ? 

Mr.  Hill.  There  is  nothing  to  go  back  of  any  consequence.  There 
is  some  coal,  but  I  think  the  company's  coal  is  usually  hauled  up  in 
coal  cars  of  50  tons. 

Mr.  Young.  These  figures  of  yours  as  to  the  S24,000,O0O;  is  Hiat  the 
actaal  cost,  or  is  tiiat  a  loose  estimate  ? 
'  Mr.  Hill.  It  is  an  estimate,  but  I  think  it  is  below  the  actual  <oost. 

Mr.  Young.  What  could  you  replace  that  road  for  now,  and  the 
equipment? 

MT.  Hill.  I  do  not  think  you  could  replace  it  for  $30,000,000. 

Mr.  Young.  You  think  it  would  cost  more  now  than  it  did  when  it 
was  built? 

Mr.  Hill.  Oh,  yes;  and  the  right  of  way  would  cost  a  great  deal 
more. 

Tbero  is  anther  question.    It  ib  an  expensive  road  to  buUd.    A 

Seat  deal  of  it  was  built  on  peat  boe.  Those  peat  bo^  had  to  be 
ained.  (kie  place  we  had  to  build  about  35  mues  of  ditches,  6  or  8 
feet  deep,  so  as  to  draw  the  water  out  of  the  bog  and  have  it  settle. 
The  mam  portion  at  the  road,  running  in  one  Erection,  empties  in 
another,  and  the  track  would  creep  as  much  as  four  and  five  feet  in  a 
day.  We  had  to  make  the  embankment  verv  wide,  and  then  use  ties 
18  feet  long  and  let  them  project — stagger  tnem,  alternately,  on  one 
side  and  ine  other. 

Mr.  Young.  How  would  the  cost  of  building  your  road  compare 
with  the  cost  of  the  Missabe  &  Northern  ? 

Mi.  .Hill.  I  do  not  know. 

Mr.  Young.  You  are  familiar  with  that  road  ? 

Mr.  Hill.  I  have  never  been  over  it.  I  have  never  been  over  a 
foot  of  it,  that  I  know  of. 

As  to  these  bo^s,  I  know  of  one  case  where  we  took  old  iron  and 
li^t  en^es — ^laid  them  on  the  frozen  earth;  shoveled  it  off  and 
leveled  it  up,  wedged  it  up,  and  hauled  the  material  in  from  gravel 
pits,  some  20  or  25  miles;  put  the  grade  in  that  way.  It  would  sink 
anywhere  from  3,  4,  and  6  feet  in  me  month. 

You  have  got  to  nave  a  very  permanent  railroad  in  order  to  carry 
the  load  that  we  carry. 

Mr.  Young.  How  neavy  a  rail  do  you  use  there  ? 

Mr.  Hill.  Ninety  pounds.  There  are  a  great  many  changes  about 
the  mines,  you  know,  handling  a  thousand  cars  in  a  day.  A  thousand 
cars  would  be  between  5  J  and  6  miles  long  if  put  in  one  train.  These 
yard  tracks  and  tracks  at  the  mines  have  to  changed  continually. 
They  are  shoveling  the  ore  out,  and  where  the  track  was  to-day,  a 
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week  hence  the  ore  would  be  shoveled  out  maybe  25  feet  below jt. 
There  is  a  great  expense  attending  the  chanmng  of  the  tracks. 

Mr.  Young.  Do  you  have  a  single  or  double  track  t 

Mr.  Hill.  We  really  have  three  tracks  going  into  the  mines  now. 
But  where  we  go  into  the  mines  it  is  double  tracked. 

Mr.  Gardner.  I  have  a  few  questions  that  I  would  like  to  ask  Mr. 
HilL  if  we  are  to  go  on. 

Mr.  Hill.  I  have  a  great  deal  to  do,  and  if  the  committee  can  get 
through  with  me  to-day  it  would  be  a  great  favor.  I  will  tiy  and 
answer  every  question.  I  have  not  a  fliing  to  conceal  about  this. 
I  want  to  be  entirely  frank  with  you. 

Mr.  Young.  I  have  no  doubt  about  ttat. 

Mr.  Hill.  And  any  information  or  light  I  can  throw  on  it,  I  am 
very  glad  to  do  it. 

The  CHAiBBfAN.  We  will  do  the  best  we  can.  This  is  a  very  im- 
portant matter. 

Mr.  Bartlett.  What  is  the  chaise  per  ton  per  mile  for  hauling 
freidit) 

Mr.  Hill.  It  depends  altogether  on  the  amount  of  freight  and 
what  the  freight  is. 

Mr.  Bartlett.  Take  ore. 

Mr.  Hill.  It  depends  on  the  amount  of  the  tonnage.  It  is  a  good 
deal  like  raising  a  tax.  For  instance,  railroads  have  got  to  have  so 
much  money  with  which  to  pay  operating  expenses,  taxes,  and  return 
on  die  investment.  It  has  got  to  have  so  much  money.  If  it  had 
100,000  tons,  and  it  had  to  raise  $100,000,  it  would  have  to  make  a 
profit  of  $1  a  ton.  If  it  had  200,000  tons,  50  cents  a  ton  would  give 
it  the  S100,000.  If  it  had  400,000  tons,  25  cents  a  ton  profit  would 
give  it  the  $100,000. 

It  is  almost  like  levying  a  tax.  If  it  is  a  frontage  tax,  the  more 
feet  you  have  to  distnbuto  the  amount  over,  the  less  it  will  be  per 
foot,  and  the  more  tons  you  have  to  distribute  it  over,  the  less  it  will 
be  per  ton  per  mile. 

Mr.  Bartlett.  Taking  all  those  things  into  consideration,  what 
would  be  a  reasonable  ton-mile  railroad  charge  for  hauling  that  sort 
of  freight  ? 

Mr.  Hill.  It  depends  on 

Mr.  Bartlett  (interposing).  If  you  went  before  a  railroad  com- 
mission, where  your  rates  were  charged  as  being  unreasonable. 

Mr.  Hill.  I  will  try  and  answer  that.  If  you  could  get  a  low  grade — 
if  you  can  get  a  grade  of  16  or  21  feet  to  the  mile,  you  can  make  an 
entirely  different  rate  from  what  you  could  with  40  or  50  feet  to  the 
mile,  or  52.8,  which  is  1  per  cent. 

It  depends  on  the  load  you  carry.  It  is  just  the  same  as  you  are 
running  a  stage,  and  the  stage  has  seats  for  16  passengers.  Now, 
whether  you  are  carrying  the  full  number  or  carrying  8,  it  would  be 
very  difficult  to  figure  the  difference  in  the  cost. 

Mr.  Bartlett.  It  would  cost  you  almost  the  same. 

Mr.  Hill.  Almost  the  same.  If  you  are  carrying  a  load  of  brick,  il 
you  had  a  big  strong  pair  of  mules  or lieavy  horses,  or  a  big  truck  and  a 
paved  road,  you  would  haul  2,000  brick  in  a  load,  and  you  pay  the 
teamster.  If  you  had  a  poor  road,  a  light  wagon,  and  hauled  mre  or 
six  or  eight  hundred  brick,  it  would  cost  you  about  the  same.  You 
have  to  pay  the  man. 


UNITED  STATES  STEEL  OOBPOBATION.  8221 

^^  he  Chairman.  At  that  point;  Mr.  Hill,  how  many  miles  of  road 
are  there  in  the  system  ? 

Mr.  Hnx.  About  7,500. 

The  Chairman.  Have  you  any  120  miles  of  road  in  that  7,500  miles 
upon  which  the  traffic  is  as  dense  as  it  is  on  this  120  miles  of  road ) 

Mr.  Hill.  No,  sir. 

The  Chaibman.  Is  there  120  miles  of  road  in  the  world  where  the 
traffic  is  as  dense  as  it  is  over  this  road  ? 

Mr.  Hill.  Oh,  yes. 

TheCHAisMAN.  Where? 

Mr.  Hill.  I  think  the  traffic  is  heavier  on  the  entire  Pennsylvania 
Boad  between  Pittsbui^h  and  Philadelphia. 

The  Chairman.  I  thought  perhaps  the  P.  &  L.  E.  might  approach  it. 

Mr.  Hill.  I  think  it  is  heavier,  on  the  average,  on  the  Pennsvlvania 
Road.  The  average  for  the  Lake  Shore  Road  for  1,700  miles  and 
more  is  a  greater  density  of  traffic  for  the  whole,  light  and  heavy. 
And  thev  run  the  year  around. 

The  (mAiRBfAN.  That  is  where  they  have  four  or  five  crews  ?  I 
mean  for  the  season  when  they  are  running,  is  there  a  density  of 
traffic  on  it  ? 

Mr.  Hill.  Oh,  yes.  I  think  there  is  a  greater  density  of  traffic  on 
some  of  the  roads  than  with  us. 

The  Chairman.  What  time  intervenes  ordinarily  between  one 
train  of  cars  and  another,  on  your  road  ? 

Mr.  Hill.  I  do  not  know;  it  varies. 

The  Chairman.  Is  it  over  20  minutes  ? 

Mr.  Hill.  Oh,  yes;  two  hours.  As  a  general  thing  they  wiU 
start  in  the  evening;  they  will  load  during  the  day  and  start  down 
during  the  evening,  and  arrive  in  the  mommg. 

Mr.  Baktlett.  Can  you  tell  what  the  Great  Northern  made  per 
ton  per  mile  on  its  system  last  year  f 

Mr.  Hill.  Yes,  sir. 

Mr.  Bartlett.  What  was  it  ? 

Mr.  Hill.  Eight  and  one-tenth  mills. 

Mr.  Babtlett.  On  its  entire  system  ? 

Mr.  Hell.  Yes,  sir. 

Mr.  Bartlett.  What  did  this  road  earn  1 

Mr.  Hill.  Per  ton  mile  ? 

Mr.  Bartlett.  Yes. 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  How  many  miles  did  you  have;   120  miles,  i^  it! 

Mr.  Hill.  One  hundred  and  fifteen.  It  is  all  merged,  and  I  gave 
the  average  of  the  whole  road.  The  average  of  the  railroads  of 
the  United  States  is  about  seventy-six  one-hxmdredths  of  a  cent. 
Our  average  is  8.1  mills. 

Mr.  Bartlett.  You  stated,  in  answer  to  a  question  of  Mr.  Young's, 
you  thought  the  Steel  Corporation  would  have  been  derelict  of  their 
duty  if  they  had  not  availed  themselves  of  the  opportunity  to  pur- 
chase this  ore  f 

Mr.  Hill.  I  should  have  felt  so,  if  I  was  one  of  the  responsible 
officers. 

Mr.  Bartlett.  Why  do  you  think  that  1 

Mr.  Hill.  Because  you  must  bear  in  mind  the  enormous  invest- 
ment, the  enormous  plant,  that  they  own.    What  is  it  worth  if  they 
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have  not  got  ore  ?  What  will  they  do  with  it  if  thay  have  not  ore  t 
If  they  have  to  use  the  low-grade  ores,  thay  have  got  to  use  about  2 
tons  for  one.  They  have  to  pay  freignt  on  it,  and  they  have  to  use 
fuel  to  cany  off  the  foreim  substances.  I  would  say  that  the  cost 
er  ton  of  pig  iron  would  Be  increased  from  50  to  60  and  65  per  cent, 
t  is  an  open  question  whether  somebody  would  not  within  the  two 
years  lay  down  in  Brooklyn  pig  iron  from  China  for  $17  a  ton. 

Mr.  Bartlett.  Would  you  think  it  a  little  derelict  in  them  to  gJLYe 
up  a  good  thing  Uke  that  ? 

Mr.  Hill.  I  can  not  account  for  it,  and  will  not  try. 

Mr.  Reed.  If  you  would  like  to  read  the  Commissioner  of  Corporar 
tion's  criticism  of  it,  Mr.  Hill,  I  will  be  glad  to  give  you  a  copy, 

Mr.  Hn.L.  I  have  not  time.    I  started  to  read  it  and  did  not  finish 
it.     I  do  not  know  the  gentleman.    I  think  his  figures  are  all  covect. 
But  I  think  the  deductions  tiiat  he  attempted  to  draw  were  not  such 
as  I  would  draw  if  I  was  tiying  to  arrive  at  the  facts. 

Mr.  Babtlett.  It  is  much  more  important  for  them  to  have  this 
ore  property  now  than  it  was  in  1907 1 

Mr.  Htll.  I  think  it  was  very  important  at  both  times.  I  think  it 
important  for  them  to  have  it  as  soon  as  thev  could  get  it. 

Mr.  Babtlett.  And  to  keep  it  as  long  as  tney  coum. 

Mr.  Hill.  We  are  not  wearing  any  a:ape  because  they  suiren- 
dered  it. 

The  Chaibman.  At  that  point  I  call  your  attention  to  one  thing, 
that  this  reduction  in  freight  rates,  as  far  as  the  ore  company  is  con- 
cerned, does  not  make  any  difference,  does  it,  to  them  t  They  are  not 
hurt  by  it  * 

Mr.  Hill.  No. 

The  Chaibman.  Your  leases  all  contain  the  provision  that  any 
reduction  in  freight  rates  shall  be  added  to  the  royalty. 

Mr.  Hill.  The  royalty  runs  as  provided  in  the  lease  untU  the  lease 
is  canceled. 

The  CHAtBMAN.  I  understand,  but  outside  of  that  your  contracts 
with  the 

Mr.  Hill  (interposing).  With  the  Mahonii^. 

The  Chaibman.  With  the  Mahoning;  you  have  loads  of  stuff  that 
the  Steel  Corporation  has  not  anything  to  do  with. 
^  Mr.  Hill.  We  carry  ore  for  the  steel  company;  that  would  be  car- 
ried at  the  current  rate. 

The  Chaibman.  Here  is  the  Mahoning  and  the  Stevenson. 

Mr.  Hill.  That  would  be  carried  next  year  at  60  cents. 

The  Chaibman.  Have  you  a  mn^le  lease  that  does  not  provide  that 
in  the  event  the  freight  rate  is  lowered  for  any  reason  the  same 
amount  that  is  taken  from  the  freight  rate  shall  be  added  to  the 
royalty  ? 

Mr.  Hill.  The  only  lease  carrying  that  condition  is  the  steel. 

The  Chaibman.  The  Steel  Corporation's  lease  t 

Mr.  Hill.  Yes,  sir. 

Mr.  Gabdneb.  Carrying  what  condition  ? 

Mr.  Hill.  The  other  leases  pay  the  current  rate,  whatever  it  may 
be. 

The  Chaibman.  Do  you  not  carry  some  ore  for  the  Jones  &  Laush- 
linCo.?  ^ 

Mr.  Hnx.  Yes,  sir. 
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The  Chairman.  Does  not  your  lease  with  them  provide  to  that 
same  effect  t 

Mr.  Hnx.  For  the  current  rate,  whatever  it  may  be.  If  the  rate 
is  lower,  they  get  the  benefit. 

The  Chairman.  It  does  not  get  the  royalty  ? 

Mr.  Hill.  No  ;  not  at  all ;  it  has  nothmg  to  do  with  royalties. 

The  Chairman.  As  to  these  leases  vou  purchased;  have  you  not 
purchased  a  great  number  of  leases  in  which  that  provision  is  inserted  t 

Mr.  Hill.  No. 

The  Chairman.  For  instance,  was  it  not  the  custom  with  persons 
making  agreements  with  you — other  people  than  the  Steel  Corpora- 
tion f 

Mr.  Hill.  No. 

The  Chairman.  Have  you  not  done  this,  even — have  the  fee 
owners  deed  you  the  land,  then  deed  it  back  to  him  with  this  freights- 
rate  agreement  running  with  that  land?  Has  not  that  been  done 
repeatedly  ? 

Mr.  Hill.  Oh,  no.  I  think  there  was  one  man,  a  very  nice  old 
fellow.     You  know  him— Johnnie  Jones. 

Mr.  Young.  Very  well,  indeed;  John  T.  Jones. 

Mr.  Hill.  Well,  John  had  a  40,000-acre  piece.  He  wanted  my  son 
to  buy  it.  He  wanted  $250,000.  I  told  my  son  I  did  not  want  to  invest 
so  much  money;  that  it  would  make  me  too  hard  up— tying  it  up 
for  I  do  not  know  how  long.  It  was  before  we  turned  tnis  over  to  the 
company.  I  said  I  did  not  know  how  long  it  would  take  them  to  be 
in  shape  to  pav  mh  back,  and  it  was  too  much. 

Johnnie  had  not  money  to  improve  it,  or  to  explore  it.  My  son 
said  to  hhn,  "I  will  lend  you  the  money  to  explore  the  land  and  show 
what  you  have  got.''  He  claimed  that  he  had  an  excellentproperty. 
My  son  said,  "You  go  to  Johnnie  Williams,  who  is  also  a  Welshman, 
a  lawyer,  and  let  Johnnie  convey  the  propertv  to  him.  I  will  give 
you  a  bond  for  a  deed— that  is,  when  you  pay  back  tJbe  amount  I  will 
convey  it  back  to  vou,  and  that  will  be  the  deed.  In  the  meantime, 
I  think,  if  you  will  show  us  that  you  have  what  you  think  you  have, 
I  will  sell  it  for  you.  I  do  not  want  to  pay  the  amount  that  you  ask 
for  it,  but  I  will  sell  it  for  you,  and  I  will  get  what  I  can." 

Johnny  opened  it,  and  I  think  my  son  sold  it..    Johnny  told  me 
about  it!    He  said,  "Your  young  man  sure  is  my  mascot;  he  sold 
that 
coi 
tion  will  go 

The  Chairman.  And  the  further  provision  that  if  the  freight  rate 
was  lowered  that  the  royalty  should  increase  accordingly? 

Mr.  Hill.  No  such  condition  at  all,  Mr.  Chairman.  There  is  no 
such  condition  in  any  lease,  except  with  the  Steel  Corporation,  and 
there  is  no  such  condition  in  there.  The  royalty  and  the  transpor- 
tation is  in  one  amount. 

The  Chairman.  One  amount;  and  in  case  the  steel  company  does 
not  cancel  this  lease  and  you  drop  your  freight  rate  then  you  would 
be  paid  20  cents  more  a  ton  than  anybody  else! 

Mr.  Hill.  Yes. 

Mr.  Young.  And  continue  to  do  that  until  1915 1 

Mr.  Hill.  Yes.  We  were  not  anxious  to  make  that  lease,  and 
unless  it  was  made  on  conditions  that  were  entirely  satisfactory  we 
would  not  make  it. 
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The  Chairman.  You  knew  that  Judge  Gary  did  not  want  to  make 
that  lease? 

Mr.  Hill.  No. 

The  Chairman.  Judge  Gary  did  not  want  to  make  that  lease, 
did  he? 

Mr.  Hill.  Did  he? 

The  Chairman.  Yes. 

Mr.  Hill.  He  was  the  man  who  signed  it.  He  did  not  tell  me  he 
did  not  want  to  make  it. 

Mr.  Young.  He  has  never  sworn  he  did  not  want  to  make  it. 

The  Chairman.  Is  it  not  true  that  Judge  Gary  did  not  want  to 
make  that  lease  ? 

Mr.  Hill.  I  do  not  know  anything  about  it.  I  never  ran  after 
them.    I  never  offered  it  to  him.    They  came  to  me. 

The  Chairman.  With  whom  did  you  negotiate  for  that  lease  t 

Mr.  Hill.  I  could  not  say  who  began  it — some  of  the  directors. 
But  it  was  wound  iip  mainly  with  Judge  Gary. 

The  Chairman.  How  long  was  it  that  these  negotiations  were 
pending  before  this  lease  was  finally  concluded? 

Mr.  Hill.  I  think  from  the  time  they  took  it  up  until  it  was  closed 
it  was  over  a  year. 

The  Chairman.  Why  was  it  hanging  fire  so  long  ? 

Mr.  Hill.  They  thought  the  price  was  high,  and  I  told  them  they 
were  under  no  obligation  to  take  it  if  they  did  not  want  it. 

The  Chairman.  Was  there  any  one  man  connected  with  the  Steel 
Corporation  that  insisted  this  lease  should  be  made,  that  it  was  a 
good,  wise  business  proposition — one  far-seeing  business  man,  that 
you  recall  ? 

Mr.  Hill.  I  think  that  they  all  mainly — ^I  was  never  present  at 
their  meetings ;  they  usually  came  to  m]^  office. 

The  Chairman.  You  knew  who  was  in  favor  of  it  and  who  was 
opposing  it  while  it  was  pending  for  this  year,  did  you  not  ? 

iSr.  Hill.  I  do  not  understand. 

The  Chairman.  You  knew  what  made  it  hang  up;  who  wanted  to 
do  it  and  who  did  not  ? 

Mr.  Hill.  No;  I  knew  nothing  about  their  internal  affairs. 

The  Chairman.  Were  you  ever  advised  that  Mr.  Morgan  insisted 
that  this  lease  be  made  ? 

Mr.  Hill.  That  he  insisted  ? 

The  Chairman.  Yes. 

Mr.  Hill.  No,  sir;  I  never  was  so  advised. 

The  Chairman.  Do  you  know  what  this  Northwestern  Improve- 
ment Co.  is  ? 

Mr.  Hill.  I  think  that  is  a  Northern  Pacific  proposition  and  holds 
some  outside  properties. 

The  Chairman.  I  notice  it  holds  a  great  deal  of  ore  up  here.  One 
man  estimated  it  at  about  2,000,000  tons. 

Mr.  Hill.  That  is  not  considered  a  large  mine. 

The  Chairman.  Over  what  road  was  the  ore  hauled  that  came  out 
of  the  Northwestern  Improvement  Association  properties? 

Mr.  Hill.  The  Great  Northern.  That  came  under  the  trustees 
lease,  and  aU  the  ore  covered  by  the  trustees  lease  was  carried  over 
the  Great  Northern  Railway. 
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The  Chairman.  And  persoiis  who  were  interested  in  the  Great 
Northern  and  in  the  Northern  Pacific,  if  this  was  a  good  contract, 
would  benefit  by  it.  would  they  not  t 

Mr.  Hell.  The  Northern  Pacific  got  just  the  same  rate  of  royalty 
for  their  ore  that  the  trustees  got,  less  the  expense  of  carrying  it  on. 

TheCHAiBMAK.  Who  in  the  Steed  Corporation  was  interested  in 
the  Northern  Pacific,  do  you  know  I 

Mr.  Hill.  I  do  not  know.    I  do  not  know  that  anybody  was. 

The  Chaibicak.  Do  you  know  whether  Mr.  Morgan  occupied  that 
dual  position  or  not  f 

Mr.  Hill.  I  do  not  know.  Mr.  Morgan,  if  I  remember,  is  not  a 
director  of  the  Northern  Pacific.  I  am  not.  I  have  heard  he  was 
interested  in  it  more  or  less. 

Mr.  Oabdneb.  There  are  three  things  I  had  in  mind  to  ask  you 
about.  One  was  the  cost  of  ore  transporation  which  has  been  so 
exhaustively  gone  mto.  As  matter  of  tact,  that  is  now  before  the 
Interstate  Commerce  Commission,  is  it  not— the  question  of  the  rea- 
sonableness of  the  60-cent  ratet 

Mr.  Young.  No,  I  think  not. 

Mr.  Lnn>SAT.  It  is;  it  is  before  the  Interstate  Commerce  Commis- 
fiion.    The  hearing  just  closed  a  week  a^o. 

Mr.  Oardneb.  Could  you  answer  me  the  question  as  to  when  they 
are  likely  to  render  a  decision  t 

Mr.  Hill.  I  have  no  idea. 

Mr.  Oaedneb.  Perhaps  your  counsel  might  make  a  guess. 

Mr.  Lindsay.  When  they  are  likely  to  make  a  decision  t 

Mr.  Gardneb.  Yes. 

Mr.  Lindsay.  The  complainants  have  until  the  23d  of  this  month 
to  file  a  brief,  and  we  have  until  the  middle  of  March  to  file  a  brief. 

Mr.  Gardneb.  The  question  in  my  mind  was  whether  it  was  worth 
while  for  us  to  go  any  further  into  that  in  view  of  the  fact  that  the 
Interstate  Commerce  Commission  was  taking  that  up  as  an  exclu- 
sive subject. 

Do  you  think  there  is  likelihood  of  a  finding  being  handed  down 
inside  of  six  months ) 

Mr.  Lindsay.  There  certainly  will  be. 

Mr.  Gardneb.  Inside  of  three  months  ? 

Mr.  Lindsay.  I  should  sav  inside  of  three  months.^ 

Mr.  Gardneb.  Then  I  will  go  on  to  the  other  questions,  Mr.  Hill. 

What  I  want  to  find  out  is  as  to  two  entirely  different  things.  In 
the  first  place,  I  want,  if  possible,  to  arrive  at  the  motives  of  the  United 
States  Steel  Corporation  in  malang  that  lease,  whether  it  was  a  plain 
business  venture — a  plain  business  operation,  as  you  have  indicated — 
or  whether  it  was  a  desire  to  monopolize  the  raw  material  to  prevent 
competitors  coming  in,  as  is  indicated  by  Mr.  Herbert  Knox  Smith's 
report.    That  is  one  of  the  things  I  am  trying  to  get  through  my  head. 

The  other  thing  is  the  value  of  the  ore  land  in  1901,  when  the  United 
States  Steel  Corporation  was  formed.  The  reason  we  want  to  get  at 
that  is  because  it  has  been  charged  that  the  United  States  Steel  Cor- 
poration was  tremendously  overcapitalized  in  its  formation,  and  that 
some  six  hundred  millions  of  that  overcapitalization  was  concealed  by 
overvaluing  their  ore  lands  to  the  extent  of  six  hundred  million. 

They  are  two  entirely  different  subjects  that  I  want  to  get  at.  One 
is  the  value  of  the  ore  land  in  1901,  with  a  view  to  ascertaining  how 
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much  the  Steel  Corporation  was  overcapitaUaed;  and  the  other  b 
their  motives  in  makmg  this  lease,  whether  it  was  to  exclude  compe- 
tition or  whether  it  was  to  protect  their  bu«ness  in  the  fotiBB. 

Now.  please  follow  me  in  tnose  two  things.  I  begin  witii  the  lease, 
and  ask  you  to  see  if  I  und^istand  it  correctly. 

You  had — and  by  "vou"  I  mean  the  Lake  Superior  (Ltd.) — 65,000 
acres  of  land,  of  wnicn  39,000  were  leased  to  the  Steel  Corporation. 
Li  that  correct  f 

Mr.  Hill.  That  is  correct. 

Mr.  Gabdneb.  That  left  26,000  acres  still  in  your  hands  t 

Mr.  Hill.  There  was  about  1,000  acres  leased  to  the  Madioning  Co. 

Mr.  Gabdneb.  Tiiat  is  what  I  am  coming  to.  There  were  26,000 
acres  outside  of  that  which  you  leased  to  the  United  States  Steel 
Corporation. 

Mr.  Hill.  About. 

Mr.  Gabdneb.  You  leased  that  to  the  United  States  Steel  Corpora- 
tixm  on  a  royaltjr  which  was  the  equivalent  of  85  cents  on  59  per 
cent  ore.  That  is,  we  will  call  it,  for  the  sake  of  convenience,  a 
royalty  of  85  cents  a  ton  on  ore. 

Mr.  Hill.  Yes. 

Mr.  Gabdneb.  That  royalty  was  to  increase  from  year  to  year  as 
time  went  on  at  the  rate  of  4  cents  annually. 

Mr.  Hill.  Four  per  cent  annually. 

Mr.  Gabdneb.  Not  compounded,  but  4  per  cent  annually  on  85  i 

Mr.  Hill.  Yes. 

Mr.  Gabdneb.  What  was  the  reason  for  that  increase  ? 

Mr.  Hill.  Because  it  was  worth  it.  That  is  my  judgment;  it 
was  worth  it. 

Mr.  Gabdneb.  Was  that  because  a  deferred  payment  of  85  cents, 
deferred  for  a  year,  would  naturally  carry  4  per  cent  interest  ? 

Mr.  Hill.  Yes.  I  placed  the  present  value,  for  the  purpose  of 
that  lease,  at  85  cents.  If  they  wanted  to  take  a  long  time  to  mine  it, 
they  could  do  that  by  adding  3  cents  and  4  mills  a  ton  to  the  price 
of  the  ore  each  year,  over  the  price  of  the  previous  year. 

Mr.  Gabdneb.  In  other  words,  if  they  wanted  to  postpone  that 
payment  of  85  cents  to  the  future,  they  must  pay  an  interest  on 
that  85  cents  ? 

Mr.  Hill.  No;  they  could  not  postpone.  They  had  to  pay  for 
what  they  mined;  and  if  the^  did  not  mine,  if  they  did  not  take  that 
ore  out  of  the  ground,  and  let  it  lay  there  for  15  or  20  years,  they  would 
have  to  add  3  cents  and  4  mills  a  ton  a  year. 

Mr.  Gabdneb.  In  other  words,  if  I  understand  the  reasoning  of  that 
4  per  cent  increase  annually,  you  wished  to  dmve  a  price  for  your  ore 
as  if  they  were  buying  it  at  fee — at  85  cents  cash  ? 

Mr.  Hill.  Yes;  present  value. 

Mr.  Gabdneb.  Therefore  we  may  assume,  may  we  not,  that,  in  your 
opinion,  in  1907  the  value  of  that  ore  was  85  cents  a  ton  in  feet 

Mr.  Hill.  I  think  that  was  a  low  value. 

Mr.  Gabdneb.  But  it  was  a  value  at  which  you  were  willing  to 
trade} 

Mr.  Hill.  Yes,  sir. 

Mr.  Gabdneb.  In  your  opinion  had  ore  increased  a  great  deal  in 
value  prior  to  1907  at  the  time  that  you  made  that  trade? 
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Mr.  Hnx.  The  question  of  value  is  relative.  The  market  price  of 
ore  at  Lake  Superior  ports,  where  the  furnaces  buy  it — ^if  that  is  taken 
as  a  standard  lor  establishing  the  price  of  ore — the  ore  was  worth  as 
much  in  1901  as  it  was  in  1906  or  1906.  I  think  the  Lake  Erie  price 
was  as  high. 

Mr.  Gabdneb.  But  we  are  talking  about  the  fee,  the  ore  in  the 
ground. 

Mr.  Hnx.  Let  me  explain.  It  is  very  difficult  to  fix  a  price  on  that 
ore  unless  you  can  find  a  market  price,  or  some  standara,  to  measure 

by. 

Mr.  Oabdneb.  But  you  did,  in  1907,  find  a  price  for  fee  ore  equalmg 
85  cents  a  ton  ? 

Mr.  Hill.  The  trustees  in  1907  mined  from  the  Leonard  mine  and 
shipped  to  Lake  Erie  ports.  I  think  it  paid  them  $1 .40  or  $1 .45.  We 
estateshed  the  value  of  the  ore  to  them. 

Mr.  Gardner.  If  they  could  repeat  that  performance  in  other 
years.  But  at  all  events,  in  1907  you  made  a  trade  at  85  cents,  or  its 
equivalent  in  future  years,  the  equivalent  of  a  trade  of  85  cents  for 
your  ore  in  the  ground. 

Mr.  Hill.  Yes,  sir. 

Afr.  Gardner.  As  you  probably  know,  in  1902,  in  court  proceedings 
in  New  Jersey,  I  rather  tnink  it  was,  Mr.  Chairman,  was  it  not  ? 

Mr.  Reed.  It  was  in  New  Jersey. 

Mr.  Gardner.  In  New  Jersey  the  United  States  Steel  Corporation 
swore  to  a  valuation  of  $1  a  ton  for  their  ore  which  they  owned  in  fee. 
and  for  the  equity  on  their  leases,  at  $1  a  ton,  which  has  been  held 
by  Herbert  Knox  Smith  as  .an  exceedingly  high  valuation.  He  valued 
it  somewhere  around  13.6  cents  a  ton. 

In  1907,  assuming  your  lease  was  made  at  the  right  time,  it  was  85 
cents  a  ton,  and,  probablv,  during  1901;  it  is  between  those  two 
extremes.     Now,  can  you  help  us  U)  arrive 

Mr.  Hill  (interposing).  I  could  not  throw  any  light  upon  that 
subject  whatever,  except  using  the  market  value  or  selling  price  of 
ore  in  cargo  lots  at  Lake  Erie. 

Mr.  Gardner.  Why  would  it  not  be  a  great  deal  simpler  to  use  the 
selling  price  of  fee  ore  in  the  ground? 

Mr.  Hill.  But  few  people  duv  fee  ore  in  the  ground,  and  a  great 
many  people  buy  ore  on  tne  docks  at  Lake  Erie  ports. 

Mr.  Gardner.  There  were  a  great  many  people  taking  leases, 
however. 

Mr.  Hill.  There  were  some  people  taking  leases  who  never  mined 
a  ton. 

Mr.  Gardner.  Yes;  but  the  price  of  the  lease  was  some  indication. 

Mr.  Hill.  No;  they  would  take  leases  and  sell  the  leases.  A  great 
many  men  made  a  good  deal  of  money  by  obtaining  a  piece  of  land 
containing  ore,  getting  a  lease  on  it;  then  developing  it  to  some 
extent,  sdling  the  lease,  sellii]^  the  right  to  mine  it. 

Mr.  Gardner.  If  I  had  a  big  lease  which  I  had  taken  at  a  25-cent 
royalty,  and  I  sell  it  with  a  bonus  which  will  figure  it,  perhaps,  to  a 
35-eent  royalty— at  all  events,  that  is  not  wortn  85  cents,  is  it  ? 

Mr.  Hill.  What  would  you  buy  it  for  ? 

Mr.  Gardner.  Suppose  I  took  a  lease  from  the  State  of  Minnesota. 

Mr.  Hill.  If  you  bought  it  for  the  purpose  of  leaving  it  in  the 
ground 
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Mr.  Gabdneb  (interposing).  Suppose  I  took  it  for  the  purpose  of 
speculation,  and  took  it  from  the  State  of  Minnesota  ? 

Mr.  Hill.  I  don't  know  anything  about  it.  I  never  speculated  in 
ore.  But  if  you  took  it  to  leave  it  in  the  ground  it  would  not  have 
any  value,  but  if  you  are  going  to  take  it  vnth  the  idea  of  convert- 
ing it 

Mr.  Gardneb.  Do  you  know  Mr.  Leonard  Hanna  ? 

Mr.  Hill.  Yes. 

Mr.  Gabdneb.  Is  he  a  man  of  some  knowledge  as  to  the  value  of 
ore  land  ? 

Mr.  Hill.  I  think  so. 
If  Mr.  Gabdneb.  He  testified  before  us  in  New  York,  if  I  recollect  cor- 
rectly, that  the  value  of  ore  land  had  increased  a  great  deal  between 
1901  and  the  time  the  Tennessee  Coal  &  Iron  Co.  sold  to  the  United 
States  Steel  Corporation  in  1907;  that  it  had  gone  up  tremendously. 

Mr.  Hill.  Dia  not  he  mean  the  market  price  when  he  was  talking 
about  the  values  i 

Mr.  Gabdneb.  I  think  so. 

Mr.  Hill.  So  do  I. 

Mr.  Gabdneb.  I  do  not  think  he  could  have  meant  the  metallic  or 
manufacturing  value,  Mr.  Hill. 

Mr.  Hill.  No  ;  I  think  there  would  be  no  change  in  that,  because 
the  price  of  rails  has  been  the  same. 

Mr.  Gabdneb.  He  would  have  entirely  mistaken  the  gist  of  our 
questions  if  he  had  meant  except  the  market  value.  In  your  opinion 
tne  market  value  had  gone  up  tremendously  between  1901  and  1907, 
had  it  not  ? 

Mr.  Hill.  Of  ore  ? 

Mr.  Gabdneb.  Yes;  ore  in  the  ground. 

Mr.  Hill.  No,  not  ore  in  the  ground. 

Mr.  Gabdneb.  Fee  ore. 

Mr.  Hill.  There  were  not  many  transactions  as  to  fee  ore  in  the 
ground. 

Mr.  Gabdneb.  Well,  then,  the  royalties  on  the  leased  ores  in  the 
ground. 

Mr.  Hill.  The  royalties  began  to  advance.  The  first  I  knew  of 
them  the  State  could  not  lease  any  ore  at  25.  The  legislature  had 
fixed  it 

Mr.  Gabdneb  (interposing).  What  year  was  that? 

Mr.  Hnx.  About  1897  or  1898.  The  lumber  men  were  glad  to  get 
rid  of  the  ore.  They  had  business  outside.  The  Wriffht  &  Davis 
people  sold  their  standing  timber  to  Weyerhouser  on  the  land  they 
sola  me.  They  asked  him  $76,000  for  the  fee,  and  he  would  not  take 
it.  He  would  take  the  stumpage,  but  he  would  not  take  the  fee.  I 
think  the  facts  have  shown  he  made  a  great  mistake  and  that  the 
value  was  there  at  the  time. 

The  market  price  was  not  there  because  they  did  not  know  about 
the  extent  of  the  ore  deposits,  whether  there  was  much  ore  or  not. 

Now,  Mr.  Walker  sola  us  a  half  interest  in  his  cut-over  lands  at  a 
low  price.  I  tliink  he  sold  it  to  us  for  $200,000.  He  made  a  lease  to 
the  steel  company;  I  don't  know  what  the  royalty  was,  but  he  got  a 
milhon  dollars  for  the  lease. 

It  might  have  been  1898  or  1899  when  John  Gates  bought  the 
Sauntry  mine  and  paid  seven  or  eight  hundred  thousand  doflars  for 
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it.  Within  a  month  of  the  time  he  bought  it  I  o£Pered  him  a  xnillion 
dollars  profit. 

Now,  how  are  you  going  to  establish  the  value  t 

Mr.  Gakdneb.  Only  bj[  averages. 

Mr.  Hnx.  I  do  not  think  the  averages  would  be  worth  a  penny, 
Mr.  Gardner. 

Mr.  Gaiidner.  Well,  it  all  depends.  We  know  that  in  1907,  in 
your  opinion,  ore  in  the  ground  was  not  worth  over  85  cents,  or  you 
would  not  have  made  the  lease. 

Mr.  Hnx.  There  is  a  good  deal  of  difference  in  making  a  transaction 
of  that  size  and  having  it  disposed  of  with  an  advance  of  3  cents  and 
4  mills  a  ton  to  carry  on  the  mining  of  ore.  It  is  not  like  going  out 
and  cutting  a  cord  of  wood.  It  is  a  very  big  business,  the  carrying 
on  of  ore  mining.  It  is  done  in  a  large  way,  taking  out  five,  six,  or 
seven  n[iilUon  tons  of  ore  a  year  and  10,000,000  tons  of  ore  a  vear. 
It  is  a  tremendous  business.  Do  you  know  that  the  amount  of  ma- 
terial taken  out  in  stripping  the  ore  fields  that  is  moved  from  there 
is  about  equal  to  all  the  earth  that  is  moved  in  digging  the  Panama 
Canal  ?    It  is  no  plavthing. 

The  Chatkman.  Mr.  Hill,  that  is  true.  I  was  told  when  I  was  out 
there  that  the  engineering  operations  exceeded  in  magnitude  the 
digging  of  the  Panama  Canal;  that  dirt  was  being  heaped  literally 
into  mountains,  all  around  ore  fields. 

Why  did  the  Steel  Corporation,  after  going  to  this  enormous  labor 
of  literally  removing  mountains,  aoandon  those  mines  upon  which  they 
had  spent  many  minions  of  dollars,  and  go  to  work  himting  new  ore  t 
Your  mines,  some  of  them,  were  not  even  explored.  I  don't  beUeve 
there  were  10,000,000  tons  of  ore,  outside  of  the  ore  that  was  leased, 
in  all  your  properties. 

Mr.  Hnx.  And  if  there  were  not,  they  would  not  have  to  pay  for  it. 

The  Chadkman.  They  would  have  to  pay  for  the  drilling. 

Mr.  Hill.  Yes. 

The  Chairman.  You  told  them  you  thought  they  had  ore  there. 

Mr.  Hill.  I  think  they  knew  more  about  it  than  I  did. 

The  Chairman.  They  agreed  to  pay  you  $1.65  a  ton  for  all  the  ore 
they  could  find. 

Mr.  Hill.  Including  transportation. 

The  Chairman.  Including  transportation,  when  they  had  already 
found  and  stripped  bodies  of  ore  aggregating  700,000.000  tons. 

Mr.  Hell.  They  had  not  done  anything  oi  the  kina. 

The  Chairman.  What  had  they  done?  I  do  not  mean  they  dis- 
tributed it  all,  but  they  had  20  or  30  great  mines  open. 

Mr.  Hell.  I  think  probably  they  had  5  or  6  mines  open  at  that  time; 
maybe  8  or  10. 

The  Chairman.  Does  that  look  to  vou  like  good  business,  to  desert 
great  mines  hke  the  Hull-Rust  and  trie  Saimtry  ? 

Mr.  Hell.  But  the  HuU-Rust  was  not  open. 

Mr.  Reed.  There  is  no  evidence  that  the  Hull-Rust  mine  has  been 
deserted. 

The  Chairman.  I  mean  when  they  have  their  own  transportation 
faciUties,  not  to  mine  it,  as  long  as  there  was  ore  in  it. 

Mr.  Hill.  The  Hull-Rust  was  not  open  at  that  time. 

Tlie  Chairman.  I  can  understand  why  they  leased  the  ores  and 
held  them  on  reserve,  but  why  did  they  include  an  agreement  to  lease 
them  and  explore  and  develop  them  ? 
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Mr.  Reed.  Because  they  coiild  not  get  the  lease  without  agreeing 
to  take  out  a  minimum. 

The  Chaibman.  They  wanted  it  aQ. 

Mr.  Hill.  They  wanted  ore,  and  I  think  they  were  highly  justified 
in  getting  all  the  ore  they  could.  I  think  it  would  hare  been  a  mistake 
for  them  not  to  get  all  the  ore  they  could,  as  a  business  proposition. 

Mr.  Oabdner.  Now,  to  return  to  the  value  of  ore  in  1901.  fee  ore. 
I.  am  sorry  to  be  so  persistent,  but  we  have  had  a  great  deal  of  diffi- 
culty about  it.  I  was  telling  you  Mr.  Hanna's  evidence  that  the  price 
of  fee  ore  had  increased  a  great  deal  after  1901.  It  seems  to  be  the 
general  concensus  of  opinion.  Have  you  any  comment  you  wish  to 
offer  on  that  valuation  of  $1  a  ton  which  the  United  States  Steel  Cor- 
poration placed  on  their  ore,  to  which  I  have  referred  1 

Mr.  Hill.  No,  sir;  I  have  not. 

Mr.  Gardner.  You  think  it  was  a  fair  valuation  ? 

Mr.  Hill.  I  think  that  if  they  wanted  to  buy  or  if  they  had  to  buy 
the  ore  they  used  in  the  open  market,  they  would  have  had  to  pay  fully 
the  equivalent  of  f  1  a  ton  for  the  ore  in  the  ground.  I  do  not  think 
they  could  have  supplied  themselves  unless  they  owned  mines  and 
operated  them. 

Mr.  Gardner.  But  not  six  years  later  they  got  lands  from  you  at 
a  valuation  of  85  cents  ? 

Mr.  Hill.  Yes;  I  think  they  got  a  low  lease. 

Mr.  Gardner.  You  think  that  $1  a  ton  woidd  be  about  fair,  do 
you,  for  its  valuation? 

Mr.  Hill.  I  would  prefer  not  to  put  any  price  on  it  for  I  do  not  know 
how  to  make  any  price  on  it  except  based  on  market  price,  from  year 
to  year. 

Mr.  Gardner.  Do  you  call  20,000,000  tons  a  pretty  fair-sized 
mining  property  ? 

Mr.  Hill.  It  is  a  large  mine. 

Mr.  Gardner.  Are  you  familiar  with  the  Sharon  mining  property  ? 

Mr.  Hill.  I  know  where  it  is.  It  is  a  hole  in  the  groimd.  I  do  not 
think  they  have  mined  but  little.  We  own  on  two  sides  of  it,  if  not 
on  three. 

Mr.  Gardner.  It  was  purchased  by  the  United  States  Steel  Cor- 
poration in  1902  at  a  cost  of  $4,400,000,  according  to  their  report. 

Mr.  Hill  (interposing).  I  think  they  made  an  excellent  trade,  if 
there  are  20,000,000  of  tons  in  it.  1  did  not  know  there  was  so 
much. 

Mr.  Gardner.  That  was  the  estimate. 

Mr.  Hill.  I  do  not  know;  I  have  no  knowledge  as  to  the.  amount. 

Mr.  Gardner.  That  figures  at  27  cents  a  ton.  Do  you  mean  to 
say  that  the  owners  of  tne  Sharon  property  sold  at  22  cents  a  ton 
something  which  was  worth  85  cents  a  ton  t 

Mr.  Hill.  But  my  dear  sir,  I  do  not  think  it  has  any  relation  to  it 
at  all. 

Mr.  Gardner.  Is  there  any  relation  between  the  price  of  sale  and 
market  price  ? 

Mr.  Hill.  The  only  way  I  know  to  establish  a  price  is  the  price  at 
which  it  is  sold  at  from  month  to  month  in  the  ore  market.  I  do 
not  know  any  other  way. 

Mr.  Gardner.  The  price  of  the  finished  product  at  the  Lake  E2rie 
port  may  be  governed  by  a  great  many  other  considerations. 
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Mr.  Hnx.  Deducting  the  freight  and  cost  of  mining^  that  would 
leave  the  value  of  the  other. 

Mr.  Oabdneb.  You  have  to  provide  for  the  cost  of  the  superin- 
tendence. 

Mr.  Hill.  That  would  come  in  the  cost  of  mining. 

Mr.  Gabdnbs.  Why  is  there  not  a  truer  method  of  getting  the 
actual  sales  of  fee  ore  t 

Mr.  Hill.  I  do  not  think  it  would  be  worth  a  straw) 

Mr.  Oabpneb.  Why  not  t 

Mr.  Hell.  Because  if  you  went  back  five  years  more  you  would  be 
on  an  entirely  different  oasis. 

Mr.  Gabdneb.  Certainly. 

Mr.  Hill.  Or  if  you  went  back  10  years,  it  would  be  a  still  differ- 
ent basis  of  comparison,  until  you  would  get  back  to  where  Mr. 
Weyerhaeuser  refused  to  buy  the  Wright  &  Davis  plant  for  $75,000. 

Mr.  Gakdnek.  We  could  go.  back  to  1492 

Mr.  Hill  (interposing).  The  same  principle  would  apply  all  the 
wav  through.    I  would  rather  take  the  market  value  of  tliose  things. 

Mr.  Gabdneb.  So  should  I.  Tliat  is  what  I  am  contending  for, 
the  market  value  of  fee  ore  land  in  1901  and  1902. 

Mr.  Hill.  I  do  not  think  the  fee  lands  had  a  market  value  that 
was  at  all  uniform.    It  was  whatever  you  could  ^et  for  them. 

Mr.  Gabdneb.  But  supposing  you  found  the  highest  fee  vfdue  was 
only  25  i>er  cent  of  the  valuation  put  on  it  by  the  United  States  Steel 
Corporation,  should  you  then  think  that  the  United  States  Steel  Cor- 
poration's valuation  was  a  sound  one  ? 

Mr.  Hill.  If  they  put  their  valuation  at  $1,  if  it  was  worth  to 
them  a  dollar  for  the  purpose  of  making  steel,  1  think  the  price  was 
not  excessive. 

Mr.  Gabdneb.  But  suppose  you  were  charged  with  the  duty,  as 
we  are,  of  calculating  the  actual  investment  f 

Mr.  Hill.  If  I  comd  help  you  I  would,  but  I  do  not  know  of  any 
wav  to  do  it. 

Mr.  Gabdneb.  Perhaps  you  can.  You  have  certain  other  lands 
in  this  Lake  Superior  Co.  (Ltd.)  which  are  leased  to  other  parties 
other  than  the  United  States  Steel  Corporation.  Is  there  a  royalty 
on  those  leases  1 

Mr.  Hill.  That  royalty  was  made  on  the  Mahoning  mine  before 
we  bought  the  land.  I  think  their  lease  is  worth  $50,000,000.  I 
tiunk  you  could  not  buy  it  for  that. 

Mr.  Gabdneb.  Were  all  your  leases,  except  the  Steel  Corporation 
lease,  made  prior) 

Mr.  Hill.  No;  there  was  the  Stephenson. 

Mr.  Gabdneb.  Have  you  any  leases  made  since  you  made  the 
Steel  Corporation  lease  ? 

Mr.  Hill.  No,  sir. 

Mr.  Gabdneb.  Did  you  make  any  in  the  five  years  previous  ? 

Mr.  Hill.  To  making  the  steel  lease  ? 

Mr.  Gabdneb.  Did  you  make  any  lease  between  1901  and  1907? 

Mr.  Hill.  I  could  not  recollect.  I  think  there  might  have  been 
one  or  two  small  ones. 

Mr.  Gabdneb.  Did  you  make  the  Stephenson  lease  ? 

Mr.  Hill.  Yes;  I  testified  about  that. 

Mr.  Gabdneb.  When? 


8232  UNITED  STATES  STEEL  OOBPOEATIOlSr. 

Mr.  Hill.  When  it  was  made  t 

Mr.  Gabdneb.  Yes. 

Mr.  Hill.  I  could  not  recall.  It  was  made  after  we  acquired  the 
Wr^ht  &  Davis  land. 

lb.  Oabdneb.  Was  it  made  before  1902 1 

Mr.  Hill.  Oh,  yes. 

Air.  Gabdneb.  Was  it  made  before  1902 } 

Mr.  Hill.  I  think  so. 

Mr.  Gabdneb.  How  about  Utica  f 

Mr.  Hill.  I  am  not  sure  whether  it  was  made  before. 

Mr.  Gabdneb.  How  about  the  Utica  lease) 

Mr.  Hill.  I  do  not  know. 

Mr.  Gabdneb.  How  about  the  Latonia  lease  t 

Mr.  Hill.  That  I  do  not  know. 

Mr.  Gabdneb.  How  about  the  Sweeney  lease  t 

Mr.  Hill.  I  do  not  know  where  it  is.  I  do  not  know  of  such  a 
mine.  I  have  heard  the  names  of  the  Utica  and  of  the  Latonia 
mines.    I  do  not  know  where  they  are. 

Mr.  Gabdneb.  Do  you  know  the  year  in  which  you  made  the 
Mahoning  lease  t 

Mr.  Hill.  No:  we  did  not  make  the  Mahoning  lease.  I  haye 
testified  repeatedly 

Mr.  Gabdneb  (mterposin^).  That  is  risht.  I  beg  your  pardon. 
Do  YOU  know  in  what  year  mat  was  made! 

Mi.  Hill.  No. 

Mr.  Gabdneb.  Can  anybody  give  that  information  t 

Mr.  Reed.  I  do  not  know. 

The  Chairman.  The  Mahoning  lease  was  niade  many  yean  ago. 
It  was  made  before  he  got  possession  of  the  Wright  &  Davis  land. 

Mr.  Hill.  That  is  ri^ht,  Mr.  Chairman. 

The  Chaibman.  Ana  afterwards,  when  you  bought  the  Wri^t  A 
Davis  land,  that  was  an  existing  lease. 

Mr.  Hill.  Yes. 

The  Chaibman.  And  that  was  turned  over  to  you  f 

Mr.  Hill.  Yes.    We  bought  the  property  subject  to  the  lease. 

The  Chaibman.  You  bought  the  property  subject  to  the  lease,  and 
the  lease  is  held  by  the  Cambria  Steel  tk>.  f 

Mr.  Hill.  It  is  held  by  the  Midioning  Co.,  of  which  the  Cambria 
Steel  Co.  held  control,  as  I  imderstand. 

Afr.  Gabdneb.  The  lease  was  made  at  all  events  before  1901,  was 
it  not|  Mr.  Chairman. 

The  Chaibman.  Yes. 

Mr.  Hill.  I  think  it  was  made  before  1895. 

Mr.  Gardner.  Now,  these  ore  certificates  of  the  Great  Northern, 
as  I  understand  it 

Mr.  Hell  (interposing).  They  are  not  of  the  Great  Northern  Rail- 
road ;  they  are  ore  certificates  of  the  Great  Northern  ore  property. 

Mr.  Gardner.  They  are  known  as  Great  Northern  ore  certificates! 

Mr.  Hill.  Yes,  sir;  but  I  wanted  to  keep  it  separate  from  the 
railroad  company. 

The  Chairman.  This  Ruckard-Hurd  report  shows  the  rate  of  the 
Mahoning  is  as  low  as  12^  cents  a  ton.  Of  course  they  exceed  that 
minimum. 

Mr.  Gardner.  It  says  27^  to  12^. 
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Mr.  Hill.  I  think  the  Madoning,  while  you  speak  of  it,  runs  from 
27J  down  to  12^  or  15. 

The  Chatrman.  Twelve  and  one-half,  if  they  mill  over  1,500,000 
tons,  and  the  report  says  they  do. 

Mr.  Oabdneb.  Is  there  not  a  security  sold  on  the  New  York  Stack 
Exchange,  known  of  the  Great  Northern  Iron  Ore  certificate  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Gabdneb.  That,  as  I  understand  from  jour  evidence  yester- 
day, is  a  certificate  issued  to  the  stockholders  m  the  Great  Northern 
Railroad,  in  proportion  to  the  number  of  their  shares  of  the  Great 
Northern  Railroad  ? 

Mr.  Hill.  It  was  issued  at  the  time  of  such  issue  to  the  share- 
holders of  record  at  that  time,  and  entitled  them  to  a  proportion  of 
the  income — that  is,  the  net  income — of  the  ore  certificates. 

Mr.  Gabdneb.  In  other  words,  everybody  who  had  a  share  of  the 
Great  Northern  Railroad  got  a  certificate  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Gabdneb.  He  was  a  proportional  beneficiary  ? 

Mr.  Hill.  That  is  right. 

Mr.  Gabdneb.  In  the  profits  of  this  so-called  Hill  lease  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Gabdneb.  When  were  those  Great  Northern  ore  certificates 
issued? 

Mr.  Hill.  I  do  not  recall  the  date. 

Mr.  Gabdneb.  WeU,  about?  YHien  did  they  first  appear  on  the 
New  York  Stock  Exchange  ? 

Mr.  Hill.  I  think  in  December,  1906. 

Mr.  Gabdneb.  Did  they  issue  before  or  after  this  lease  was  made 
with  the  steel  company  ? 

IAt.  Hill,  I  do  not  carry  that  date. 

Mr.  Reed.  That  lease  was  dated  January  2,  1907. 

Mr.  Hill.  They  were  issued  a  little  before  then ;  but  the  lease  had 
been  agreed  upon  and  a  protocol  signed. 

Mr.  Gabdneb.  It  was  to  be  presumed  that  the  market  value  of 
those  certificates  at  that  time  repr^ented  the  pubUc  estimate  of  the 
value  of  that  lease  which  you  made  ? 

Mr.  Hill.  I  do  nbt  think  the  pubUc  estimate  is  a  safe  guide  at  all. 

Mr.  Gabdneb.  Well,  I  will  come  to  that  later,  but  I  wanted  to 
know 

Mr.  Hell  (interposing).  Not  the  market  value.  I  do  not  know 
the  market  value  one  week  to  another. 

Mr.  Gabdneb.  Did  you  observe  whether  these  certificates  fell  oflF 
any  when  the  notice  of  cancellation  of  the  lease  was  made  ? 

Mr.  Hill.  I  think  they  have  sold  off. 

Mr.  Gabdneb.  They  have  sold  off? 

Mr.  Hill.  Yes. 

Mr.  Gabdneb.  In  other  words,  that  the  pubHc,  wise  or  foolish, 
said,  *'Why,  that  was  a  profitable  lease,  and  we  are  sorry  that  our 
property  has  lost  the  lease" — did  they  not? 

Mr.  Hill.  Take  the  gentlemen  wno  make  the  prices  on  Wall 
Street,  and  their  judgment  of  what  mine  property  is  worth  in  Min- 
nesota, that  they  have  never  been  within  1,500  miles  of,  would  not 
influence  me  very  much. 
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Mr.  Gardner.  But  you  are  rather  shutting  out  aU  fields  of  specula- 
tion. 

Mr.  Hill.  I  do  not  take  much  interest  in  speculation;  I  never 
have. 

ilr.  Gardner.  You  do  not  think,  then,  that  the  public  estiiiiate 
of  iwhether  this  was  a  good  lease  or  not,  the  estimate  of  business  men 
in  Wall  Street,  was  worth  the  paper  it  was  written  on  i 

Mr.  Hill.  It  has  never  influ^iced  me  particularly  in  mv  business. 

Mr.  Gardner.  But,  as  a  mattor  of  fact,  they  did  think  this  lease  a 
good  thing — that  is,  the  investing  public. 

Mr.  Hill.  I  do  not  know  what  they  thought,  Mr.  Gardner. 

Mr.  Gardner.  So  far  as  the  falling  off  of  the  value  in  the  ceitifieate. 
it  would  indicate  it.  It  looked  as  if  they  thought  it  was  a  very  good 
lease. 

Mr.  Hill.  The  transactions  are  not  large,  and  I  thinJk  those  who 
hold  the  certificates  are  satisfied  to  hold  them.  I  am  satisfied  to  hold 
mine.  I  have  not  sold  any.  I  have  not  considered  they  were  worth 
any  less.    I  rather  feel  they  are  worth  more. 

Mr.  Gardner.  Is  not  the  knowledge  of  the  value  of  these  oertifi- 
cates  confined  to  a  comparatively  few  persons  t 

Mr.  Hill.  It  ought  not  to  be. 

Mr.  Gardner.  It  is  a  matter  of  public  record  t 

Mr.  Hill.  Yes,  sir. 

Mr.  Gardner.  For  instance,  did  the  stockholders  of  the  Great 
Northern  Railway  in  Question  know  at  the  time  that  these  certificates 
were  issued  what  had  oeen  going  on  t 

lufr.  Hell.  In  the  report  of  the  railroad  company  was  a  statement 
made  that  ore  lands  had  been  acquired  that  would  be  disposed  of  for 
their  benefit. 

'  /Mr.  Gardner.  And  they  were  at  liberty  to  guess  how  little  or 
how  much  they  were  wortn  t 

Mr.  Hill.  They  certainly  were  at  Uberty  to  guess  anything  they  saw 
fit.  But  how  could  you  or  I,  or  anybody  else,  say  what  those  lands 
were  worth  until  they  were  explored  ? 

Mr.  Gardner.  I  do  not  beheve  that  you  could,  Mr.  Hill.  I  will 
admit  that. 

Mr.  Hill.  I  do  act. 

Mr.  Gardner.  I  do  not  beheve  you  could. 

Mr.  Hill.  I  do  not. 

Mr.  Gardner.  I  beheve  you  took  your  stockholders  into  your 
confidence  all  that  you  could. 

Mr.  Hill.  Certainly. 

Mr.  Gardner.  But  what  I  am  tiying  to  develop  is  that  there  was 
sufficient  material,  if  it  had  been  published,  to  allow  the  pubUc  to  be 
some  judge  as  to  whether  or  not  that  was  a  good  lease. 

Mr.  Hill.  They  had  all  the  knowledge  I  had,  briefly  stated. 

Mr.  Gardner.  I  do  not  know  who  are  the  large  stockholdera  in  the 
Great  Northern  Kailroad. 

Mr.  Hill.  Well,  there  are  over  18,000  of  them,  and  about  8,000  are 
women  and  children. 

Mr.  Gardner.  Who  is  the  largest  stockholder  ? 

Mr.  Hill.  I  do  not  know.  I  am  a  fairly  lai^e  stockholder  and 
always  have  been. 

Mr.  Gardner.  Perhaps  some  British  subjects  are  very  lai^  stock- 
holders, and  Canadians. 
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Mr.  Hill.  They  are  in  England,  in  France,  in  Holland,  and  in 
Scotland. 

Mr.  Gabdneb.  Is  Lord  MountrStephen  a  large  stockholder) 

Mr.  Hnx.  Yes;  he  has  been  an  old  associate  with  me  from  the 
beginning.    Also  Liord  Strathcona. 

Sir.  Gajcdneb.  There  are  a  good  many  of  the  same  stockholders 
that  are  in  the  Canadian  Pacific  ? 

Mr.  Hill.  I  have  never  seen  a  list  of  the  Canadian  Pacific  stock- 
holders. I  do  not  know  that  Lord  Momit-Stephen  owns  a  share  of 
Canadian  Pacific.    He  is  an  old  man. 

Mr.  Gabdnbb.  Lord  Strathcona  was  Sir  Donald  Smith  t 

Mr.  Hill.  Yes. 

Mr.  Gardner.  He  and  Angus  are  generally  supposed  to  have  been 
the  originators  of  the  Canadian  Pacific  i 

Mr.  Hill.  I  was  one  of  the  original  Canadian  Pacific  syndicate, 
with  others.  I  wrote  the  protocol  under  which  the  reorganization 
was  made. 

Mr.  Gardner.  You  do  not  know  whether  these  parties  have  held 
their  ore  certificates ) 

Mr.  Hill.  I  never  asked  them;  I  never  looked  at  the  list;  I  never 
saw  a  list  of  the  stockholders.  It  was  given  to  them;  it  was  theirs. 
They  could  sell  it  or  hold  it,  as  they  saw  fit.  If  they  wanted  any 
inf<mnAtion,  the  trustees  would  be  glad  to  give  it  to  them. 
^  Mr.  Gardner.  I  want  to  ask  a  few  more  questions  on  this  general 
situation  as  to  ore  lands,  although  it  has  been  covered  very 
thoroughly. 

So  far  as  Lake  Superior  ore  lands  are  concerned,  you  said  this 
morning  that  all  ore  lands  in  the  Lake  Superior  region  were  owned 
by  people;  of  course  you  included  the  State  of  Minnesota,  naturally, 
as  one  of  them.  What  proportion  of  the  ore  lands  in  Lake  Superior 
region  are  owned  by  steel  corporations « 

Mr.  Hill.  I  have  no  idea. 

Mr.  Gardner.  You  have  said  this  morning  that  75  per  cent  were 
owned  by  the  United  States  Steel  Corporation. 

Mr.  Hill.  Seventy-five  per  cent;    no,  with  our  ore. 

Mr.  Gardner.  I  beg  yoiu*  pardon ;  with  your  lease  f 

Mr.  Hill.  They  might  own  70  or  76  per  cent. 

Mr.  Gardner.  What  I  want  to  get  at  is  the  ownership  of  the  other 
25  or  30  per  cent,  whether  it  is  owned  by  private  individuals  or  deal- 
ers or  merchants. 

Mr.  Hill.  I  think  it  is  laiigely  owned  by  persons,  men  that  are  ste>el 
manufacturers,  who  buy  ore  sometimes.  There  are  men  who  deal  in 
ore  and  also  own  furnaces.  For  instance,  Hanna.  They  own  fur- 
naces and  they  sell  ore.  Thej  sell  ore  Jor  producers  on  commission. 
Is  not  that  right,  Mr.  Young  f 

Mr.  Young.  Yes.  They  do  not  go  very  much  in  the  furnace 
business. 

Mr.  Hill.  I  think  they  have  six  or  eight  furnaces  t 

Mr.  YouN0;  Oh,  ves. 

The  Chairman.  Ogilby,  Norton  &  Co.  own  furnaces  and  also  sell 
ore. 

Mr.  Hill.  I  know  a  good  deal  about  the  ore  business,  but  I  am  a 
veiy  busy  man,  and  my  ioformation  has  been,  as  far  as  I  could,  con- 
fined^to  our  own  property. 
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Mr.  Gabdneb.  Outside  of  the  ore  on  your  land,  do  you  suppose 
that  10  per  cent  of  the  ore  is  owned  by  anybody  but  the  large  steel 
corporations  t 

Mr.  Hill.  It  would  be  a  mereguess ;  I  do  not  know.  I  know  that 
in  a  general  way  Corrigan  &  McEinney  own  ore,  the  Harvester  people 
own  ore,  the  Hanna  people  own  ore,  the  Rodgers,  Brown  &  Co., 
Pecans,  Mather  &  Co. 

Mr.  Gardner.  That  makes  a  long  list,  but  it  would  depend  on  the 
amount  of  their  holdings. 

Mr.  Hill.  I  think  they  were  all  holders  of  a  considerable  amount. 

Mr.  Gardner.  Do  you  suppose  that  everybody  put  together,  out- 
side of  the  large  steel  corporations — and  I  should  include  the  Cam- 
bria, MarylancT  Pennsylvania,  and  the  Republic — — 

Mr.  Hill.  Tne  Lackawanna,  the  Jones  &  Laughlin. 

Mr.  Gardner.  I  should  consider  all  those  well-known  and  large 
steel  corporations.  Don't  they,  together  with  the  United  States 
Steel  Corporation,  own  90  per  cent  of  the  ore  up  there  ? 

Mr.  Reed.  Counting  the  Great  Northern  holdings  as  part  of  ours. 

Mr.  Gardner.  Counting  that  500,000,000  tons  ? 

Mr.  Hill.  I  should  divide  it  this  way:  There  are  1,300,000,000, 
according  to  the  tax  commissioner's  report,  and  I  think  it  is  high 
enough.  I  should  say  300,000,000  were  lield  by  the  outside  owners; 
400,000,000  by  us;  and  the  four  hundred  of  ours  that  comes  back  in 
1915,  less  what  they  took  out  in  the  meantime,  would  represent  that 
600,000,000  tons. 

Mr.  Gardner.  That  is  the  United  States  Steel  Corporation  f 

Mr.  Hill.  Yes,  sir. 

Mr.  Gardner.  How  much  of  this  300,000,000  that  is  left  is  owned 
by  lar^  steel  companies) 

Mr.  Hill.  That  I  have  no  means  of  knowing.  The  300,000,000  is 
owned  largely  by  people  who  are  using  it. 

Mr.  Gardner.  It  is  owned  lai^ely  by  Cambria  and  the  Republic,  is 
it  not? 

Mr.  Hill.  And  the  Lackawanna. 

Mr.  Gardner.  And  the  Lackawanna.  How  about  the  Maryland  ) 
What  is  the  company  at  Steelton  ? 

Mr.  Reed.  That  is  the  Pennsylvania. 

Mr.  Gardner.  What  did  they  have  ? 

Mr,  Hill.  I  do  not  know  what  they  have. 

Mr.  Reed.  Not  very  much,  I  think. 

Mr.  Gardner.  What  I  was  trying  to  find  out  was  how  much  of  this 
was  owjied  by  what  we  call  the  large  steel  corporations  9 

Mr.  Hill,  i  have  no  exact  knowledge  whatever  where  you  can  get 
the  exact  knowledge. 

Mr.  Gardner.  I  do  not  think  you  can  get  the  exact  knowledge. 

Mr.  Hill.  I  think  you  could. 

Mr.  Gardner.  It  aepends  tremendously  on  the  estimates. 

Mr.  Hill.  When  I  say  exact  knowledge,  I  mean  as  far  as  it  is  known. 
I  think  Mr.  Joseph  Selwood  would  be  a  good  authority  on  that  sub- 
ject. 

Mr.  Reed.  The  tax  commission's  figures  are  available.  According 
to  that  we  own  53  per  cent. 

Mr.  Gardner,   i  ou  own  53  per  cent  outside  of  the  Hull-Rust  t 

Mr.  Reed.  Yes,  sir;  53  per  cent  outside  of  the  Hull-Rust. 
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\ir.  Hill.  That  is  as  high  as  I  would  put  it. 

The  Chairman.  How  much  of  a  per  cent  are  not  in  the  steel 
business  I 

Mr.  Reed.  I  do  not  know. 

Mr.  Gardner.  I  assume  the  Cambria  and  those  companies  are  all 
independent.  I  mean  outside  of  the  Steel  Corporation. and  what  we 
have  got  in  the  habit  of  calling  here,  ''independents."  Do  you 
know  about  what  per  cent  are  outside  of  those  ? 

Mr.  Reed.  I  do  not  know  those  figures. 

Mr.  Hill.  If  they  own  about  53  we  should  have  to  claim  about  27 
or  28.  That  would  make  you  have  about  half  of  the  lease  and  we 
would  have  the  other  half  for  our  customers.  We  would  feel  rather 
comfortable  over  it. 

The  Chairman.  Of  the  300,000,000  that  is  left  would  you  say 
that  one-tenth  of  it  is  not  now  owned  by  people  in  the  steel  busi- 
ness? 

Mr.  Hill.  I  do  not  know;  I  have  not  the  remotest  idea  who  owns 
it.  I  know  there  are  people  along  the  range  there,  and  some  of  them 
are  furnace  men;  others  are  steel  manufacturers.  Those  men  are 
dealers;  some  own  furnaces  and  some  produce  ore  and  sell  it. 

Mr.  Young.  Mr.  Hill,  I  do  not  want  to  tire  you,  but  I  want  to  go 
back  to  this  question  of  values,  just  a  minute. 

Mr.  Hill.  I  am  ready  to  answer  any  question  I  can. 

Mr.  Young.  Yes,  sir.  As  I  understand  your  position,  about  the 
value  of  these  ore  lands,  it  is  this:  That  in  1901  there  was  not  any 
such  market  for  ore  lands  that  any  price  could  be  fixed  on  their  values 
from  the  sales  and  transactions  of  that  date. 

Mr.  Hill.  I  will  give  you  it  as  I  understand  it.  At  that  time  or 
about  that  time,  and  immediately  before,  the  Mesabi  Range  was  a 
comparatively  new  thing.  They  did  not  know  how  to  use  the  ore. 
After  I  bought  the  Wright  &  Davis  i^ant  they  used  to  say,  "If  you 
had  some  hard  ore  to  go  with  it."  They  thought  they  would  have 
to  have  from  30  to  50  per  cent  of  hard  ore  to  go  with  the  Mesabi  ore. 
Now  they  have  changed  the  furnace  method  until  they  are  making 
steel,  I  think,  entirely  with  Mesabi  ore. 

That  has  had  the  effect  to  advance  the  price  of  Mesabi  ore  beyond 
anything  eke,  or  to  a  very  great  extent,  and  there  is  reason.  Under- 
ground mining  costs  a  great  deal  more  to  mine  the  hard  ore  and  go 
down  and  timber  the  mine,  and  all  that  sort  of  thing.  It  is  a  great 
deal  more  expensive.  The  Mesabi,  imlike  any  other  that  we  nave 
in  the  United  States,  is  stripped  of  the  over  Searing,  and  then  it  is 
shoveled  up  as  you  would  sand,  with  a  steam  shovel.  It  is  very 
cheaply  mined,  where  the  stripping  is  not  too  heavy. 

AD  that  brought  up  the  price,  or  tlie  value,  based  upon  the  market 
price  of  this  ore. 

Mr.  Young.  Then  you  sought  to  substitute,  as  a  better  guide,  the 
price  of  the  ore  in  the  market  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  Is  not  that  based  upon  the  proposition  that  the  real 
value  of  any  property  sought  to  be  used  in  business  for  profit  depends 
upon  the  money  that  can  be  made  out  of  it  in  using  it? 

Mr.  Hill.  That  is  as  I  understand  it.  I  know  of  no  other  rule  that 
would  be  safe. 

17042— No.  4»~12 5 
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Mr.  Young .  And  do  you  not  r^ard  that  as  a  souml  businees 
proposition  ? 

Mr.  Hill.  I  should  not  think  any  other  would  be. 

The  Chairman.  You  are  in  a  safe  position  in  another  way,  are  vou 
not  ?  You  are  in  a  comfortable  position^  anyhow,  whether  they  buy 
your  ore  or  not  ? 

Mr.  Hill.  We  feel  that  way.    I  am  not  disturbed  over  it. 

The  Chairman.  What  is  the  tonnage  in  rails  consumed  by  tiie  rail- 
road systems  in  which  you  are  interested,  per  annum  ? 

Mr.  Hill.  Oh,  150,000  tons.  Then  we  buy  plates  and  other  bridge 
material,  and  so  on. 

The  Chairman.  Then  you  have  steel  cars  and  all  that  sort  of  thing  t 

Mr.  Hill.  Yes. 

The  Chairman.  Now,  Mr.  Hill,  it  is  reported  that  it  costs  S17,  all 
costs  considered,  to  make  a  ton  of  steel  rails. 

Mr.  Young.  Before  you  go  into  that,  let  me  finish  with  what  I  was 
on. 

The  Chairman.  Certainly;  I  thought  you  were  throu^. 

Mr.  Young.  I  want  to  clear  this  up  in  my  own  mind. 

In  determining,  then,  the  value  of  ore  land  you  would  have  to 
consider,  would  you  not,  not  only  the  price  that  ore  bore  at  the  time, 
but  look  back  over  a  series  of  years  and  consider  also  the  condition 
of  the  steel  industry  and  the  prospects  for  the  future  in  order  to  form 
your  judgment? 

Mr.  Hill.  That  is  right ;  the  probable  demand. 

Mr.  Young.  From  1901  to  1907  ^here  was  a  considerable  increase 
in  the  volume  of  steel  business  in  this  country,  was  there  not  I 

Mr.  Hill.  I  am  not  a  good  authority  on  that  subject. 

Mr.  Young.  I  see  that  the  price  of  fiessemer-Missabe — and  ia  this 
table  that  means  first  grade 

Mr.  Hill.  Yes. 

Mr.  Young.  In  Lake  Erie  ports  in  1901  it  was  $3.25;  in  1907  it  was 
$4.75,  or  $1.60  more.  Did  not  that  reflect  pretty  accurately  the 
^eat  increa^ie  in  the  steel  business  during  those  years  and  the 
mcreased  knowledge  of  the  value  of  Missabe  ores  for  use  in  the  busi- 
ness ? 

Mr.  Hill.  It  certainly — that  change  was  made  by  the  increase  of 
knowledge  and  the  intelligent  estimate  of  the  uses  to  which  tibe  ore 
could  be  put.    I  know  the  Eddy  people  of  Michigan 

Mr.  Young.  Of  Saginaw  ? 

Mr.  Hill.  Of  Saginaw,  I  think  Leonard  Eddy.  They  had  a 
couple  of  boats  on  the  Lake.  The;y  had  a  mine  called  the  '' Penob- 
scot." When  we  bought  the  Wright  &  Davis  land  they  shipped 
their  ore  over  the  railway  we  bought.  I  think  their  price  delivered 
at  Lake  Erie  was  $2.50  a  ton  for  that  Penobscot  ore,  Deoause  it  was 
fine  ore — I  mean  fine  physically.  I  do  not  know  who  owns  it  now. 
But  that  ore  would  be  worth,  and  would  be  cheap  enough  at  S2.25 
on  the  car  at  the  mine  to-day. 

Mr.  Young.  There  is  one  other  question  I  would  like  to  ask  vou, 
if  you  know,  and  that  is  whether  m  1901  it  is  not  true  that  there 
were  very  few  people,  even  in  the  iron  and  steel  business,  that  had 
any  appreciation  of  tlie  ore  situation,  and  the  great  value  there  was 
in  that  body  of  Lake  Superior  ore;  if  they  were  not  very  late,  even 
men  like  Mr.  Porter,  for  instance,  in  waking  up  ? 
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Mr.  Hill.  Why,  Mr.  Porter,  at  one  time,  I  think  he  told  me  before 
he  died,  could  have  acquired  the  whole  range  for  less  than  a  million 
dollars. 

Mr.  YouNO.  That  was  a  half  interest  there, 

Mr.  Hill.  My  impression  is  he  told  me  he  could  get  the  whole 
range.    ' 

Mr.  Young.  It  is  true,  is  it  not,  that  very  few  people  did  see  that  ? 

Mr.  Hill.  I  know  that  when  I  bought  the  Wright  &  Davis  prop- 
erty I  knew  nothing  about  iron  ore.  My  son  asked  me  to  go  up  there. 
We  were  largely  mterested  in  having  bought  this  bankrupt  road 
that  was  buOdmg  up  out  to  Crookston.  We  were  interested  in 
getting  tonnage  for  it.  He  asked  me  to  come  up  and  look  at  it. 
We  looked  it  over.  I  bought  that  property  largely  on  what  I  con- 
sidered the  value  of  the  iShoning  mine.  1  could  see  there  was  no 
loss  in  it,  if  there  was  no  other  ore  on  the  property.  I  took  the 
whole  thing.  It  was  largely  based  on  what  1  could  see  opened  up 
in  the  Mahoning  and  the  Stevenson. 

For  instance.  Gates,  for  the  Wire  Co.,  wanted  to  buy  the  Ste- 
phenson from  us.  The  borings  that  had  been  made  showed  about 
three  and  a  half  to  four  billion  tons,  and  he  wanted  to  buy  it.  But  I 
told  him  we  did  not  want  to  sell.  I  suggested  to  him  that  we  had 
better  take  up  the  Sauntry,  and  he  did.  He  said  to  me,  "Let's  you 
and  me  go  up  there  and  spend  Sunday  up  on  the  range."  I  said,  "If 
you  and  I  go  up,  we  have  recently  bought  the  Wright  &  Davis  land, 
and  if  we  go  up  there  and  look  around  at  these  properties  you  will  not 
be  able  to  buy  them  at  all.  They  will  put  the  price  up.  My  advice 
would  be  for  you  to  go  and  have  a  talk  with  Mr.  Sauntry;  Have  him 
come  down,  and  you  make  a  trade  with  him  if  you  can. 

He  did,  and  within  30  days  I  offered  him  a  million  dollars  profit, 
and  he  would  not  take  it. 

Now,  to  say  that  what  he  paid  for  it  was  the  basis  of  the  value  of 
that  property  is  ridiculous. 

Mr.  Young.  Would  you  substitute  for  that  the  profit  that  might 
be  expected  in  the  use  of  it  ?  ' 

Mr.  Hill.  Having  got  interested,  I  began  to  investigate  the  iron 
question  and  founa  out  what  ore  there  was  on  Lake  Superior,  and 
what  I  could  find  everywhere  else  in  the  world.  Among  the  first 
men  I  sent  for  was  Mr.  oelwood.  I  got  from  him  all  the  information 
I  could. 

The  fact  that  in  this  country  from  1800  to  1900  the  consumption 
of  iron  had  gone  from  7  jpounds  per  capita  to  685  pounds  per  capita, 
according  to  the  United  States  census  figures,  showed  me  tnat  the  use 
of  iron  was  increasing  very  fast,  and  that  the  value  must  increase. 

The  Chairman.  Now,  to  get  back  to  what  I  was  talking  about: 
You  are  in  a  position  where  even  if  the  Cambria,  the  Pennsylvania,  the 
Republic  Iron  and  Steel,  all  these  other  companies  that  own  prac- 
tically all  the  ore,  except  that  which  you  hold  on  the  Mesabi  Range, 
slioum  conclude  they  did  not  want  to  buy  any  more  ore,  you  are  in  a 
position  to  utilize  a  vast  amount  of  this  ore  yourself,  are  you  not  ? 

Mr.  Hill.  You  mean  to  go  into  the  steel  business  ? 

The  Chaibman.  Yes. 

Mr.  Hill.  I  will  be'  a  first-class  angel  with  red  and  white  feathers 
in  my  wings  long  before  I  will  be  in  the  steel  business.     I  will  be  74 
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years  old  next  September,  and  I  tell  you  I  have  done  most  of  the  hard 
work  I  intend  to  dor    [Laughter.] 

The  Chaibman.  Let  the  other  fellow  do  the  hard  work,  and  you  get 
the  profits. 

Mr.  Hill.  If  I  had  been  so  very  anxious  to  have  made  money,  I 
think  I  would  have  held  onto  that  ore. 

The  Chairman.  Mr.  HUl,  you  did  at  one  time  consider  going  into 
the  business,  did  you  not  ? 

Mr.  Hill.  I  did  what  ? 

The  Chairman.  You  considered  at  one  time  the  advisabQity  of 
going  into  the  steel  business  ? 

Mr.  Hill.  Oh,  no. 

The  Chairman.  Was  it  not  generally  stated  in  the  public  prints,  and 
like  that,  about  five,  six,  or  seven  years  ago,  that  you  thought  of  going, 
together  with  certain  persons,  into  the  erection  of  blast  furnaces? 

Mr.  Hill.  I  never  considered  it. 

The  Chairman.  And  rail  mills  ? 

Mr.  Hill.  I  do  not  recall  having  seen  it.  I  never  had  any  such 
thought.    But  there  are  a  good  many  things  that  appear  in  the  public 

6rinte  that  need  verification.     Sometimes  the  boys  write  for  space. 
!jaughter.] 

Mr.  Beall.  You  do  not  mean  these  boj-s  here  ? 

Mr.  Hill.  Oh,  no;  they  are  accurate  reporters. 

The  Chairman.  Correspondents.     [Laughter.] 

Mr.  Hill.  Oh ! 

The  Chairman.  You  are  still  utilizing  this  old  Wright  &  Davis 
Railroad  ? 

Mr.  Hill.  Oh,  yes;  and  we  built  additional  lines  along  the  range. 

The  Chairman.  But  you  followed  the  same  direction  ? 

Mr.  Hill.  Building  all  the  time  into  different  mines. 

The  Chairman.  At  what  point  does  that  Wright  &  Davis  Road 
strike  the  main  line  of  the  Great  Northern  ? 

Mr.  Hill.  At  the  Swan  River. 

The  Chairman.  How  far  is  it  from  Superior  to  Swan  River? 

Mr.  Hill.  About  70  miles,  I  think,  speaking  roughly.  That  is  an 
estimate.     I  do  not  carry  the  distances  in  my  head. 

The  Chairman.  So  that  you  go  over  the  main  line  of  your  road  to 
Swan  River  and  then  there  your  trains  are  diverted  onto  the  Wright 
&  Davis  line  ? 

Mr.  Hill  (making  a  drawing  upon  a  piece  of  paper,  and  handing^ 
it  to  the  chairman).  There.  There  is  Lake  Superior  [indicating. 
We  go  out  west  toward  Red  River.  That  is  the  Wright  &  Davis; 
that  IS  the  line  we  built;  that  is  another  line  we  built,  and  this  is  the 
line  that  connects  it  [illustrating  his  remarks  by  reference  to  the 
drawing  previously  made]. 

The  Chairman.  So  that,  roughly  speaking,  about  two-thirds  of 
the  haul  is  over  the  main  line,  and  the  other  is  over  these  branch 
Lines,  between  the  Mesabi  Range  and  Superior? 

Mr.  Hill.  The  branch  line  mileage  is  greater  than  the  length  of 
the  main  Une  over  which  the  ore  travels. 

The  Chairman.  You  do  not  build  any  tracks  into  these  ore  pits, 
do  you  ? 

Mr.  Hill.  Not  down  into  pits;  we  build  to  the  edge. 

The  Chairman.  The  operator  of  the  mine,  whoever  it  is  that  has 
'he  lease,  constructs  the  tracks  in  the  pit,  and  brings  the  cars  up  the 
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incline;  whatever  it  is,  up  to  the  level  space,  and  there  assembles 
the  cars  ? 

Mr.  Hill.  No.  He  delivers  them  there,  and  we  assemble  at  some 
central  Doint. 

The  Chairman.  I  mean,  he  assembles  such  cars  as  he  gets  out  of 
the  pit. 

Mr.  Hill.  He  delivers  them  at  the  surface  level  of  the  mine. 

The  Chairman.  Who  pays  the  tax  on  these  mines  now? 

Mr.  Hill.  During  the  lease  1 

The  Chairman.  Yes. 

Mr.  Hill.  The  steel  company. 

The  Chairman.  Who  paid  the  taxes  prior  to  that  time? 

Mr.  Hill.  The  trustees;  except  anything  that  is  leased.  Whatever 
is  leased  the  lessee  pays  the  taxes. 

The  Chairman,  lou  spoke  of  the  State  of  Minnesota  making  a 
fairly  accurate  estimate. 

Mr.  Hill.  I  think  they  have  access  to  all  information,  and  I  think 
they  are  energetic  and  anxious  that  the  State  should  collect  as  large  a 
tax-'as  the  property  wiU  bear.      ^  ^ 

The  Chairman.  They  are  anxious  to  know  just  where  this  ore  iS; 
because  the  more  ore  tney  find  the  more  taxes  they  get;  is  that  not 
true? 

Mr.  Hill.  There  is  more  than  that.  They  are  very  large  owners  of 
the  fee.  The  State  of  Minnesota  under  the  swamp-land  grant  became 
the  owners  of  a  great  deal  of  this  iron  ore. 

The  Chairman.  Do  you  remember  just  what  tax  you  paid  on  this 
ore? 

Mr.  Hill.  I  have  not  the  remotest  idea.  I  think  that  report  shows 
the  taxes. 

The  Chairman.  Your  own  report  shows  the  entire  assessed  valua- 
tion ? 

Mr.  Hill.  No;  I  think  the  report  I  handed  in  this  morning  shows 
the  taxes. 

The  Chairman.  The  entire  assessed  valuation  of  the  mining  prop- 
erty in  the  State  of  Minnesota  for  the  year  1906  is  $69,851,845,  accord- 
ing to  Mr.  Herbert  Knox  Smith's  report. 

Mr.  Hill.  That  is  something  I  have  no  knowledge  about. 

The  Chairman.  There  is  a  higher  tax  on  a  developed  mine  than  on 
undeveloped  mines,  is  there  not  ? 

Mr.  Hell.  That  I  do  not  know. 

The  Chairman.  If  you  owned  400,000,000  tons  and  there  are 
1,200,000,000  in  the  range,  in  round  numbers 

Mr.  Hill  (interposing).  Or  13.     I  think  they  put  it  a  little  over  13. 

The  Chairman.  You  own  approximately  one-third  of  the  range  ? 

Mi.  Hill.  Yes;  less  than  one-third. 

The  Chairman.  Then  that  would  be  about  $23,000,000  that  your 
properties  would  be  valued  at  for  the  purpose  of  taxation  ? 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  Can  you  account  for  that  valuation  for  the  purpose 
of  taxation?  Can  you  reconcile  that  with  the  valuation  placea  on 
these  ores  in  that  lease  ? 

Mr.  Hill.  That  is  a  subject  I  have  never  thought  of,  and  I  do  not 
know  anything  about  it. 

Mr.  YouNCk  If  you  will  permit  me  right  there,  I  have  this  table 
before  me.     I  see  the  very  next  year  they  raised  that  assessed  valur 
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to  $186,720,026,  and  for  1911  they  have  assessed  it  at  $232,455,603. 
They  state  from  this  report  that  is  about  40  per  cent  of  what  thej 
regard  its  real  value. 

Mr.  Lindsay.  That  is  the  average  value  of  farm  land  assessments, 
25  to  40  per  cent,,  and  this  is  supposed  to  be  the  same. 

The  Chairman.  Do  you  mean  to  say  they  assess  land  of  this 
immense  value  like  they  would  ordinary  farm  land  ? 

Mr.  Lindsay.  They  try  to  put  it  on  the  same  basis  of  per  cent  of 
value. 

Mr.  Carroll.  It  is  merely  the  per  cent  of  value,  a  little  over  a 
third  of  its  value.  If  farm  lands  were  worth  $300  an  acre,  they 
would  be  assessed  for  about  a  third  of  that  and  the  other  would  l>e 
assessed  in  the  same  proportion. 

The  Chairman.  The  valuation  of  this  ore  would  be  $600,000,000 
for  that  $1 ,300,000,000. 

Mr.  Hill.  Or  $1,200,000,000,  because  some  has  been  inined  out 
since. 

The  Chairman.  That  would  be  50  cents  a  ton,  If  you  owned  it  aU ! 

Mr.  Hill.  Yes. 

The  Chairman.  How  did  you  manage  to  lease  for  85  cents  a  ton 
properties  the  fee  of  which  is  worth  50  cents  ? 

Mr.  Hill.  That  was  the  simplest  thing  in  the  world.  I  did  not 
have  the  slightest  difficulty.  I  told  them  that  was  the  price  they 
could  have  it  at,  and  it  was  a  loss  of  their  time  and  a  waste  of  mine  to 
ask  for  any  other  figure,  that  when  they  were  ready  to  pay  that 
figure  they  could  close  the  lease,  but  until  they  were  they  need  not 
spend  any  time  on  it.  ' 

The  Chairman.  If  that  had  not  been  the  only  remaining  tract,  the 
only  remaining  large  ore  body  in  that  region,  easy  of  reach  by  rail- 
road faciUties,  do  you  believe  they  would  ever  have  leased  it  1 

Mr.  Hill.  I  do  not  know.  There  is  another  range,  called  the 
Caguna,  they  have  been  exploring  for  some  time,  and  a  great  deal  is 
claimed  for  it. 

The  Chairman.  Speaking  of  the  Caguna  Range,  they  have  a  road 
running  out  to  Caguna,  the  Soo  Line. 

Mr.  Hill.  The  S^orthern  Pacific  runs  right  through  it. 

The  Chairman.  That  gives  those  people  an  outlet.  They  are  not 
dependent  upon  either  the  Duluth,  Missabo  &  Northern  or  the  Duluth 
&  Iron  Range,  or  the  Great  Northern.     None  of  them  touch  it, 

Mr.  Hill.  The  Great  Northern  has  no  rails  into  Caguna,  and  is 
not  likely  to  build  any. 

The  Chairman.  Did  not  the  freight  rate  on  this  road  force  your 
people  to  reduce  your  rates  ? 

Mr.  Hill.  No,  sir. 

The  Chairman.  I  have  heard  that  charged. 

Mr.  Hill.  No;  it  had  nothing  to  do  witli  it. 

The  Chairman.  Nothing  in  the  world? 

Mr.  Hill.  No;  it  was  a  different  proposition.  The  distance  is 
shorter  to  the  lake  from  the  Caguna,  and  it  is  mainly  on  account  of  the 
fact  that  line  has  other  business,  and  it  has  not  to  be  thrown  away 
when  the  iron  is  exhausted.  Our  mileage  is  mainly  built  in  over  that 
boggy  country  for  the  purpose  of  carrvmg  ore,  and  nothing  else, 
le  Chairman.  That  is  vour  branch  roads  ? 
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Mr.  Hill.  They  are  l^^ancbes,  but  they  are  a  great  deal  longer  than 
the  proportion  of  mam  line  that  is  used  in  transporting.  I  don't 
know  wnether  the  State  will  insist  after  the  ore  is  mined  out  on  our 
operating  that  railroad  when  there  is  nothing  to  do. 

The  Chaibm AN.  I  asked  you  awhile  ago,  Mr.  Hill,  about  this  North- 
em  Pacific  Railroad.  I  notice  here  that  the  executive  committee  of 
this  Northern  Pacific — ^they  are  the  people  who  do  the  work,  are  they 
not  f  That  is  the  impression,  that  the  executive  committee  are  the 
people  that  have  the  active  management. 

Mr.  Hill.  The  board  of  directors  have  the  management,  and  the 
executive  committee  is  a  onaller  number,  to  whom  certain  special 
business  is  referred,  as  a  usual  thing. 

The  Chaibman.  I  notice  on  this  committee  George  F.  Baker,  who 
was  one  of  the  executive  committee,  on  the  board  of  directors.  Do 
you  know  whether  he  is  associated  in  any  way  with  Mi\  Morgan  1 

Mr.  Hill.  I  do  not  know. 

Mr.  Baker  is  chaimian  of  the  First  National  Bank  in  New  York,  I 
remember,  an  old  and  very  important  bank. 

The  Chairman.  I  notice  here  Mr.  James  N.  Hill  is  on  the  executive 
committee  ? 

Mr.  Hill.  He  is  vice  president  of  the  Northern  Pacific. 

The  Chairman.  That  is  your  son  ? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  Mr.  Louis  Case  Ledyard,  is  one  of  the  directors. 

Mr.  Hill.  Yes;  I  know  him. 

The  CHArRMAN.  Is  he  attorn^  for  Mr.  Morgan  ? 

Mr.  Hill.  I  do  not  know. 

Mr.  Reeb.  He  testified  he  was  not. 

Mr.  Hill.  I  do  not  know  how  I  would  know  who  Mr.  Moi-gan's 
attorney  was. 

The  Chairman.  We  are  all  interested  in  these  great  men,  you  know. 
And  Mr.  Charles  Steel  ? 

Mr.  Hill.  I  know  Mr.  Charles  Steel. 

The  Chairman.  Is  he  associated  in  any  way  with  the  United 
States  Steel  Corporation  ? 

Mr.  Hill.  I  tnink  he  is  a  member  of  the  board  of  directors. 

The  Chairman.  I  notice  on  the  directorate,  in  addition  to  Mr. 
James  N.  Hill  and  Mr.  Ledyard,  Mr.  George  W.  Perkins,  and  Mr.  J. 
Pierpont  Morgan,  jr.     He  is  a  son  of  Mr.  J.  Pierpont  Morgan? 

Mr.  Hill.  They  are  directors  of  the  steel  company  and  the  North- 
em  Pacific. 

The  Chairman.  Not  the  Northern  Pacific. 

Mr.  Reed.  Is  that  the  Northern  Pacific  or  the  Great  Northern  ? 

The  Chairman.  That  is  the  Northern  Pacific,  to  which  I  called  his 
attention. 

Mr.  Hill.  Their  holdings  are  not  very  large.  I  should  say 
$20,000,000. 

The  Chairman.  That  would  look  like  a  pretty  smart  sum  to  a  little 
fellow  like  me. 

Mr.  Hill.  Well,  those  things  are  relative. 

TTie  Chairman.  I  understand.  I  have  not  even  yet  become  used 
to  talking  about  $20,000,000  or  20,000,000  tons  of  ore  Hke  it  was  a 

{postage  stamp.     I  beheve  if  I  continued  this  investigation  much 
onger  I  would. 
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Well,  we  are  very  grateful  to  you,  Mr.  Hill,  and  you  are  excused 
unless  others  of  the  committee  care  to  ask  further  questions. 

Mr.  Hill.  I  am  very  much  obliged  to  the  committee.  I  would 
Uke  to  have  been  able  to  answer  every  question  that  was  asked  me. 
There  were  some  of  them  I  would  Uke  very  much  to  have  answered 
if  I  could,  but  as  this  is  sworn  testimony  I  do  not  like  to  be  quoted 
on  irrelevant  opinions,  or  opinions  that  have  no  foundation  that 
would  be  satisfactory  to  me. 

Mr.  Beall.  Mr.  Hill,  would  you  be  willing  to  express  an  opinion 
upon  a  matter  that  aflFects  the  country,  and  one  in  wnich  the  country 
is  very  much  interested,  although  it  may  not  relate  directly  to  this 
particular  investigation.  You  have  been  engaged  in  business  in  this 
country  many  years  ? 

Mr.  Hill.  Yes. 

Mr.  Beall.  You  have  helped  to  develop  it  ? 

Mr.  Hill.  I  have  tried  to. 

Mr.  Beall.  You  have  seen  wonderful  changes  occur  ? 

Mr.  Hill.  I  have. 

Mr.  Beall.  No.t  only  in  the  railroad  world,  but  in  the  business 
world  generally  ? 

Mr.  Hill.  Ihave. 

Mr.  Beall.  Mr.  Carnegie  and  Mr.  Gary  and  others,  who  have  been 
before  this  committee,  have  expressed  an  opinion  on  the  subject  that 
aroused  averygreat  deal  of  interest  throughout  the  country.  Theyhave 
expressed  the  opinion  that  the  a^e  of  competition  in  the  business  world 
is  a  thing  of  the  past;  that  the  old  law  of  competition  governing  trade 
no  longer  prevails,  and  that  the  time  is  not  far  distant,  if  it  has  not 
already  come,  when  some  agency  of  the  Government  must  be  insti- 
tuted for  the  purpose  of  fixing,  say,  a  mimimum  or  maximum  price 
for  the  products  of  these  great  industrial  concerns. 

I  do  not  know  any  one  opinion  that  the  country  would  value  more 
highly  upon  that  question  than  yours,  if  you  would  care  to  express 
an  opinion. 

Mr.  Hill.  It  would  only  be  my  opinion. 

Mr.  Beall.  Of  course,  what  they  said  was  their  opinion. 

Mr.  Hill.  I  think  you  would  have  to  change  human  nature.  I 
think  you  would  have  to  eliminate  the  selfish  motive  that  moves  not 
only  human  beings  but  every  other  form  of  fife.  I  think  there  will 
be  competition  in  the  worlcl  as  long  as  the  law  of  the  survival  of 
the  fittest  exists.  It  will  be  exact,  active,  and  operating  as  it  is  long 
after  our  statute  laws  are  wiped  off  the  books. 

Mr.  Beall.  You  do  not  tnink  that  the  time  is  anything  like  close 
at  hand  when  it  will  be  necessary  to  create  or  invoice  the  authority 
of  the  Federal  Government  to  control  the  prices  of  all  the  commodities 
of  this  country? 

Mr.  IIiLL.  1  think  when  the  Federal  Government  would  undertake 
to  do  that  it  would  be  a  very  short  step  until  we  would  have  no  Federal 
Government. 

Mr.  Beall.  I  thoroughly  agree  with  you. 

Mr.  Hill.  I  would  like  to  live  under  the  old  Government  and  the 
old  flag. 

Mr.  Beall.  It  would  not  be  very  much  like  an  old-fashioned 
Republican  Government. 

Mr.  Hill.  No;  it  would  be  a  mob. 
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The  Chair3(an.  That  last  statement  you  have  made  is  very  whole- 
some and  very  encouraging,  coming  from  a  great  financier.  Now, 
Mr.  Hill,  what  would  you  think  of  this  sort  ol  a  situation:  Suppose 
you  great  financiers  should  combine  and  agree  amon^  yourselves  to 
eliminate  all  competition,  to  operate  your  great  busmesses  ip.  your 
own  interests,  without  any  one  of  you  ever  doing  anything  to  hurt  the 
other,  dividing  according  to  the  golden  rule  and  a  new-found  broth- 
erly love,  equitably,  all  that  you  could  get  from  this  organized  mob 
you  may  cdl  society;  and  in  addition  U>  that  if  you  would  further 
agree  that  you  would  use  this  organization,  by  an  agreement  among 
yourselves  and  by  this  power,  to  prevent  a  like  agreement  among 
your  employees ;  you  would  force  them  to  compete,  crush  anvthing  in 
the  nature  of  a  labor  orcanization,  never  deal  with  them  collectively, 
and  with  labor  scattered  and  dismembered,  each  individuid  doing  for 
himself  on  the  one  hand,  and  with  society  organized  on  the  other — 
how  long  do  you  think  this  Grovemment  would  last  under  that  sort  of 
condition  ? 

Mr.  Hill.  Oh,  it  might  last  a  week.     [Laughter.] 

Mr.  Reied.  Nobody,  Mr.  Hill,  thinks  that  condition  would  ever 
exist. 

Mr.  BARTLfeTT.  As  I  understand  vou,  you  do  not  believe  it  was 
ever  intended,  under  this  form  of  government  under  which  we  have 
lived  and  have  prospered,  that  the  United  States  Government  should 
undertake  to  regulate  business  by  fixing  prices  or  directing  the  con- 
duct of  a  business. 

Mr.  Hill.  I  would  lay  down  the  law  as  to  right  and  wrong;  I  would 
limit  powers;  I  would  see  that  every  corporation  that  starte<l  business 
puts  its  money  up,  and  I  would  not  be  jealous  of  them  on  account  of 
the  size. 

There  is  a  very  large  concern  in  Germany,  Krupp,  in  the  steel  busi- 
ness.    I  think  from  the  Emperor  down  the  people  are  very  proud  of  it. 

Now,  I  would  not  have  any  watered  stock ;  1  would  let  them  make 
their  corporation  as  big  as  they  liked  to,  but  I  would  see  that  100 
cents  on  every  dollar  was  put  up,  and  if  they  put  up  the  money  they 
will  take  care  of  it. 

Mr.  Bartlett.  And  that  they  should  not  combine,  whether  it  be  a 
railroad  or  a  business  corporation,  for  the  purpose  oiF  defeating  com- 
petition or  increasing  prices? 

Mr.  Hill.  Not  a  bit;  I  would  not  allow  it. 

Mr.  Bartlett.  You  tried  once,  in  the  railroad  business,  did  you 
not? 

Mr.  Hill.  You  mean  the  Northern  Securities  Co.  ? 

Mr.  Bartlett.  Yes. 

Mr.  Hill.  Well,  I  was  in  a  very  tight  place. 

Mr.  Bartlett.  The  court  got  you  out  of  the  tight  place? 

Mr.  Hill.  I  was  entirely  ready  to  get  out.  The  court  accepted  our 
solution  by  a  very  unanimous  decision. 

Mr.  Bartlett.  It  was  a  kind  of  a  split  decision. 

Mr.  Hill.  It  came  very  guickly. 

Mr.  Bartlett.  Four  to  nve,  I  believe. 

Mr.  Hill.  I  had  to  raise  in  three  months  about  $90,000,000.  If 
I  did  not  those  properties  would  have  been  welded  in  with  the 
Northern  and  Southern  Pacific,  and  a  bigger  combination  than  ever 
was  made  in  the  country  would  have  been  the  result.  It  was  more 
money  than  I  had. 
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Mr.  Bartlett.  The  combination  was  not  permitted  to  existf 

Mr.  Hill.  I  stopped  it  by  getting  the  old  Great  Northern  stodk- 
holders  to  join  with  me.  In  doing  that  I  had  to  make  somethkog 
that  interested  them.  They  had  oeen  prosperous  in  fc^lowing  me 
before^  and  they  followed  there.  We  paid  in  $75,000,000  of  North- 
em  Pacific  preferred  stock  in  the  organization.  There  was  the  right 
to  the  common  stockholders  to  pay  it  off  at  par.  We  paid  it  off. 
The  Union  Pacific  people  who  bought  it  expected  to  hold  a  majority. 
They  had  in  common  and  preferrSl  a  majority.  When  we  paid  off 
their  preferred  they  had  a  small  minority. 

Mr.  Bartlett.  Vou  did  not  agree  with  the  proposition  that  was  up 
here 

Mr.  Hill  (interposing).  It  was  either  do  tJiat  or  hand  orer  the 
property  to  the  other  fellow. 

Mr.  Bartlett.  The  court  did  not  let  you  do  that,  and  you  sfciii 
have  a  prosperous  business;  a  railroad,  and  eveiytiiing  of  that  sort  ? 

Mr.  Hill.  I  am  not  making  any  complaint. 

Mr.  Young.  You  spoke  of  your  faith  in  competition  as  an  active 
principle  in  the  business  life  to-day. 

Mr.  Hill.  Yes.  Whether  we  have  faith  in  it  or  not,  I  am  a  good 
deal  like  the  man  said  his  wife  was.  When  she  died  the  minister  came 
and  asked  if  she  was  resigned,  and  the  old  man  said  she  had  to  be. 
So  I  feel  I  have  to  be.     [Laughter.] 

Mr.  Young.  Do  you  believe  that  this  principle  of  competition 
is  capable  of  dealing  successfully  \\dth  the  enormous  combinations  of 
capital  that  we  have  in  this  country,  which  I  think  are  largely  neces- 
sary to  carry  on  our  business  ? 

Mr.  Hill.'  Ido  not  think  we  get  poor  on  account  of  having  moi-e 
money. ' 

Mr.  Young.  No.  But  do  you  think  that  the  principle  is  capable 
of  preventing  those  combinations  from  an  oppression  of  the  people 
who  have  to  depend  on  them,  even  for  the  necessaries  of  life!  Do 
you  think  we  can  safely  n»Iy  on  them  i 

Mr.  Hill.  When  I  gave  the  opinion  I  based  it  on  this:  That  I  do 
not  think  it  is  within  the  power  of  man  to  eliminate  competition. 

Mr.  Young.  Do  you  think  that  competition  can  deal  with  that 
situation  successfully  ? 

Mr.  Hill.  No  matter  whether  it  can  or  not,  it  has  got  to.  If  you 
had  two  boys  and  you  started  them  both  equally,  do  you  think  ttere 
would  not  be  competition,  if  they  were  both  in  the  same  business? 
Even  if  they  were  twin  brothers  before  they  got  through  there  would 
be  competition  between  them. 

Mr.  Young.  Is  not  the  end  of  competition  the  survival  of  the  fittest, 
and  will  not  the  one  survive  who  can  perform  the  service  the  best,  or 
for  the  least  money  ? 

Mr.  Hill.  When  we  are  translated  and  cease  to  be  material  people, 
we  may  get  on  without  competition.  Until  that  time  I  thmk  we 
will  have  to  be  satisfied  to  keep  our  feet  on  earth  and  go  as  our  fore- 
bears did,  back  to  Adam  and  Eve. 

Mr.  Young.  You  think  there  is  no  future,  then,  in  any  line  of 
business,  in  any  one  concern  surviving  competition  and  establishing 
a  monopoly  of  that  entire  business?  You  think  we  can  trust  compe- 
tition to  deal  with  the  situation  successfully? 
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_  • 

Mr.  Hill.  I  do  not  know  of  any  overgrown  establishment  that  has 
been  successful.  The  Standard  Oil  Co.  came  the  nearest  to  it.  We 
are  not  permanently  successful. 

Mr.  X  oiTNG.  It  seems  to  be  pretty  successful  now. 

Mr.  Hill.  Thev  are  relieved  from  responsibility  now. 

Mr.  Young.  Tney  can  put  the  price  up  now. 

Mr.  Rbed.  The  Sherman  Act  permitted  them  to  do  that. 

Mr.  Hill.  It  is  since  the  decision  they  have  put  up  the  price  of  oil. 

The  Chairman.  The  committee  will  stand  adjourned  until  to-mor- 
row morning  at  10.30  o'cloclc. 

Thereupon,  at  5.40  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Wednesday,  February  14,  1912,  at  10.30  o'clock  a.  m. 


ADDENDA. 


Thia  a{p«ement,  made  and  entered  into  by  and  between  the  United  States  Steel 
Corporation,  a  corporation  of  the  State  of  New  Jersey,  party  of  the  first  part,  and  tiie 
WefltMiflsabe  Land  Co.  (Ltd.);  Wright  Land  Go.  (Ltd.),  Davis  Land  Co.  (Ltd.),  Wells 
Land  Co.  (Ltd.),  Stone  Land  Co.  (Ltd.)  jpartneruiip  associations  oiganized  under  the 
laws  of  the  State  of  Michigan,  and  the  Wabigan  Iron  Co.,  Minosin  Iron  (3o.,  Nibiwa 
lion  Co^  Wenona  Iron  Co.,  Minawa  Iron  Co.,  Leonard  Iron  Mining  Co.,  Artbur  Iron 
Mining  Co.,  Fillmore  Iron  Mining  Co.,  Harrison  Iron  Mining  Co.,  Jackson  Iron  Mining 
Co.,  Pc^k  Iron  Minine  Co.,  Tyler  Iron  Mining  Co.,  and  Van  Buren  Iron  Mining  Co.. 
corporations  oiganized  under  the  laws  of  the  State  of  Minnesota,  parties  of  the  second 
part,  witnesseth: 

¥^ereas  the  said  parties  of  the  second  part  have  agreed  to  lease  to  the  Great  Western 
Mining  Co.,  a  corporation  of  Minnesota,  certain  lands,  mineral  rights,  and  leasehold 
estates,  for  the  purpose  of  mining  and  removing  iron  ore  thereon,  as  more  particularly 
appewrs  fit»n  an  indenture  of  lease  dated  the  2d  day  of  January,  1907,  proposed  to  be 
mode  and  executed  by  and  between  .the  parties  of  the  second  part  hereto,  and  the 
Great  Western  Mining  O).,  and  Lewis  W.  Ilill,  James  N.  Hill,  Walter  J.  Hill,  and 
Edward  T.  Nichols,  as  trustees;  and. 

Whereas  it  was  agreed  that  said  lease  was  to  be  executed  upon  condition  that  the 
party  of  the  first  part  hereto,  the  United  States  Steel  Corporation,  should  guarantee 
the  performance  of  each  and  every  of  the  terms  and  conditions  therein  stipulated  to 
be  performed  by  the  Great  Western  Mining  O). ; 

Now,  therefore,  in  consideration  of  the  sum  of  $1  in  hand  paid,  by  the  parties  of 
the  second  part  to  the  partv  of  the  first  part,  and  in  consideration  of  the  execution 
of  said  indenture  or  mining  lease,  by  the  parties  of  the  second  part  to  said  Great  West- 
flrft  Mining  Co.,  the  party  of  the  first  part  hereby  guarantees  that  said  Great  Western 
Mining  Co.,  its  successors  and  assigns,  shall  well  and  truly  keep  and  perform  each 
and  every  of  the  terms  and  conditions  of  said  mining  lease  to  be  by  it  performed. 

In  witness  whereof,  the  party  of  the  first  part,  the  United  States  Steel  Corporation, 
has  caused  these  presents  to  be  executed  in  duplicate  in  Hoboken,  in  the  State  of 
New  Jersey,  by  its  president  and  secretary,  and  the  seal  of  said  corporation  to  be 
affixed  thereto,  thia day  of ,  A.  D.  190-. 


Attest: 


UNrrED  Stages  Steel  CoRPORAnow, 
By ,  President. 


otcretdty. 


Article  3. 

[P.  1S.J 


It  is  understood  that  a  part  of  the  iron  ore  in  or  under  said  demised  lauds  is  mixed 
and  intermingled  with  silica,  sand,  and  other  foreign  and  worthless  substances,  and 
18  so  deposited  in  layers  or  strata  as  to  require  and  render  necessary,  when  and  as  mined, 
and  bemre  shipment,  the  washing  and  screening  of  said  ore,  or  treatment  by  such  other 
proper  process  as  may  be  provided  for  the  purpose  in  order  to  separate  and  remove 
sucn  silica,  sand,  and  other  waste  or  useless  material,  and  secure  an  ore  product  which 
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shall  be  merchantalle  and  of  proper  compoeition  for  succesBfuI  and  economical  use  is 
blae t  furnaces.  Said  washing  or  screening  or  other  treatment  involves  a  considerable 
additional  mining  cost,  and  a  necessary  waste  in  said  mining  operations,  which  can 
not  be  prevented,  but  said  washing  or  screening  or  other  treatxaent  can  he  done  to  the 
best  advantage  and  most  economically  before  shipment,  upon  the  demised  premise? 
or  in  the  vicinity  thereof. 

In  view  whereof,  the  lessors  hereby  covenant  and  agree  to  and  with  the  leasee  that 
all  the  iron  ore  mined  hereunder  from  said  demised  premises  which  it  finds  or  deems 
necessary  to  wash  or  screen  or  otherwise  treat  may  be  washed  or  screened  or 
otherwise  treated  by  the  lessee,  but  at  its  sole  cost  and  expense,  for  the  pur- 
pose  of  removing  the  6ilica,  sand,  and  other  foreign  substances  and  waste  or 
other  useless  material;  that  the  ore  product  or  concentrate  resulting  therefrom 
which  shall  be  merchantable  and  of  proper  composition  and  character  for  succeseful 
and  economical  furnace  use  ehall  be  deemed  to  be  and  actually  shipped  as  merchanta- 
ble iron  ore  under  this  lease,  and  for  which  royalty  at  the  rate  provided  in  this  lease 
shall  be  payable  and  paid ;  that  the  lessee  may  so  wash  or  screen  or  otherwise  treat  such 
ore,  so  mmed  as  afore.<aid,  on  said  demised  lands,  or  elsewhere  in  the  vicinity,  wherever 
water  is  available  and  exists  in  sufficient  quantities  for  the  purpose;  and  that  the  tail- 
ings or  material  eliminated  by  said  washing  or  screening  or  both,  or  other  treatment, 
whatever  may  be  their  or  its  nature  or  contents,  shall  be  treated  as  and  deemed  to  be 
waste,  and  may  be  deposited  by  the  lessee  on  said  demised  premises,  or  elsewhere,  at 
such  places  and  in  sucn  manner  as  will  not  conflict  with  or  embarrass  the  future  oper- 
ations of  said  mine  or  mines. 

The  lessee  covenants  and  agrees  to  conduct  said  washing  or  screening  or  other  treat- 
ment of  said  ore  in  a  reasonable,  careful,  and  good  workmanlike  manner,  and  in 
accordance  with  the  requirements  of  good  engineering,  and  so  as  not  to  do  or  cause 
or  permit  any  unnecessary  or  unusual  waste  of  the  iron  ore  taken  from  said  premises, 
or  any  further  waste  thereof  than  is  necessary  and  required  in  and  by  such  washing 
or  screening  or  other  treatment  in  order  to  make  an  ore  product  or  concentrate  whi<£ 
shall  be  merchantable  and  of  proper  composition  and  character  for  successful  and 
economical  furnace  use;  it  being  understood  that  said  washing  or  screening  or  oAer 
treatment  shall  be  so  conducted  oy  the  lessee  as  to  separate  and  save  such  of  the  ine 
as  well  as  the  coarse  ore  as  it  finds  can  reasonably,  successfully,  and  economically  be 
done  in  and  by  the  use  of  suitable  and  proper  machinery  and  appliances,  and  stiu  be 
of  proper  composition  and  character  for  successful  and  economical  use  in  blast  furnaces. 

It  is  covenanted  and  agreed  between  the  parties  hereto  that  ore  removed  from  the 
demised  premises  to  any  other  lands,  for  the  purpose  of  washing  or  screening  or  othe^ 
wise  treating  the  same,  shall  not  be  deemed  to  be  mined  and  shipped  from  the  demised 
premises  so  as  to  cause  the  royalty  herein  provided  for  to  accrue  thereon  until  such 
washed  or  screened  or  otherwise  treated  ore  shall  be  actually  shipped  and  weighed 
by  the  railroad  company  transporting  the  same. 

All  ores  mined  and  shippea  from  the  lands  covered  by  each  of  said  underlying 
leases  controlled  by  the  Artnur  Co.  and  by  the  Van  Buren  Co.,  and  all  ores  mined  ana 
shipped  from  the  lands  owned  by  the  Wabigon  Iron  Co.,  Nibiwa  Iron  Co.,  MinosiB 
Iron  Co.,  Minawa  Iron  Co.,  and  Wenona  Iron  Co.  (hereinafter  for  convenience  called 
the  '* Indian  Cos.'*),  as  well  as  those  mined  and  shipped  from  the  so-called  Walker 
lands,  and  from  any  other  lands  only  an  undivided  part  of  or  interest  in  which  is  leased 
hereby,  shall  not  be  mined,  mixed,  or  intermingled  with  the  ores  from  any  other  lands 
demised  hereby,  or  with  any  other  ores  whatever,  until  after  proper  analysis,  treat- 
ment and  shipment  and  weighing  by  the  railroad  company  transporting  the  same; 
provided,  however,  that  the  foregoing  shall  not  prohibit  the  intermingling  of  any  ores 
mined  and  shipped  from  the  Indian  Cos.  one  with  another.  With  such  exceptions, 
no  separation  need  be  made  of  the  ores  from  the  demised  lands  of  the  lessors,  and  the 
same  may  be  mined,  mixed,  or  intermingled  with  each  other  at  any  time  and  before 
either  analysis,  treatment,  or  shipment. 

All  ores  mined  from  the  leased  premises  shall,  before  shipment  thereof,  be  sampled 
and  analyzed  for  the  purpose  of  ascertaining  the  iron  contents  thereof,  as  follows: 

Iron  ore  which  shall  not  be  concentrated  as  provided  in  this  article,  and  iron  ore 
which  has  been  concentrated,  shall,  when  placea  in  cars  for  shipment  by  the  lessee,  be 
caref  ull  V  sampled  in  such  manner  as  to  show  the  true  average  character  of  each  carload; 
and  such  samples  from  not  more  than  10  carloads  shall,  as  soon  as  practicable  ther^ter, 
be  assembled  for  analysis,  dried  at  212^  F.,  and  thereafter  analyzed  by  practical,  com- 
petent, and  experienced  chemists,  and  the  actual  percentage  of  metallic  iron  con- 
tained  therein  snail  be  determined. 

Such  sampling  and  analyzing  shall  be  done  by  competent  persons  employed  and 
paid  by  the  lessee. 

The  lessee  shall  divide  the  pulp  of  all  samples  of  ore  removed  and  anal^'zed  as  aioie* 
said  into  three  parts,  one  part  for  the  trustees,  one  part  for  the  lessee,  and  one  pert 
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shall  be  securely  sealed  and  retained  by  the  lessee,  to  be  used  for  arbitration  in  case  of 
diBagreement  in  reeard  to  the  assay  results.  The  portion  of  the  pulp  to  be  delivered 
to  the  trustees  shall  be  delivered  upon  the  ^und  to  such  person  or  persons  as  the 
trustees  shall  in  writing  from  time  to  time  designate. 

60  far  as  it  may  be  deemed  necessary  or  practicable,  in  a  ^neral  wav  the  ore  from  the 
leaaed  premises  to  be  concentrated,  as  provided  in  this  article,  shall  m>m  time  to  time 
be  analyzed,  before  concentration;  and  the  waste  or  tailings  of  ore  which  shall  be 
concentrated  shall  also  be  anailyzed  from  time  to  time. 

The  lessee  shall  and  will  fumi^  the  trustees  each  day  (or  as  soon  thereafter  as  the 
same  can  reasonably  be  completed)  with  a  certificate  signed  by  the  person  or  firm 
making  the  analysis  of  all  of  said  samples  of  ore  showing  the  result  of^each  analysis 
made  of  the  preceding  day's  samples  of  iron  ore;  and  the  lessee  ^all  also  furnish  on 
the  20th  of  April,  July,  October,  and  January  in  each  year  certificates  or  statements 
showing  separately  the  general  average  of  all  analyses  made  (1)  of  all  such  ores  shipped 
from  any  mine  or  place  c  f  concentration  to  dock  or  to  place  of  consumption,  (2)  of  all 
such  ores  removed  from  any  mine  to  the  place  of  concentration,  and  {i)  of  all  tailings 
made  during  the  preceding  three  montlis. 

The  general  average  of  all  ores  of  each  owner  required  to  be  kept  separate,  as  defined 
by  this  article,  shipped  to  dock  for  each  quarter  shall  be  taken  as  tne  basis  for  com- 
puting the  royalty  to  be  paid  for  such  ores,  as  hereinafter  provided. 

The  statement  of  analyses,  to  be  furnished  the  trustees,  shall  be  rendered  in  such  a 
manner  that  the  trustees  can  compute  the  average  analysis  of  the  ores  of  each  of  the 
owners,  lessors  hereunder. 

Any  dispute  or  disagreement  between  the  trustees  and  the  lessee  in  respect  of  the 
sufficiency  of  any  sampling  or  anidyzing  done  hereunder,  or  in  respect  of  the  analyses 
furnished  by  the  lessee,  or  in  res{>ect  01  the  character  or  Qualifications  of  the  lessee's 
samplers  or  chemists  shall  be  submitted  to  and  determined  by  arbitration  in  the  man- 
ner nereinafter  i>rovided  for  general  arbitration:  Provided j  however j  That  any  objec- 
tion to  the  sufficiency  of  the  sampling  or  analyzing  done  hereunder,  or  in  respect  to 
the  analyses  furnished  by  the  lessee,  or  the  character  or  qualifications  of  the  samplers 
or  chemists  shall  be  made  in  writing  within  60  dajrs  after  the  sampling  and  analyses 
have  been  made,  and,  if  no  such  objection  is  made,  the  same  snail  be  conclusive 
between  the  parties  hereto;  and  in  no  event  shall  pulp  samples  be  presented  for  more 
than  one  year  after  the  same  are  taken. 

Any  errors  in  the  sampling,  analyzing,  or  averaging  of  said  ores,  or  in  any  ren)ect 
thereof,  shall,  when  ascertained,  be  cognizable,  and  shall  thereupon  be  adjusted  by 
the  parties  in  accordance  with  the  true  facts  and  so  as  to  protect  and  preserve  the  rights 
of  each  party  as  contemplated  by  the  provisions  of  this  lease. 

Article  IV. 

The  leasee  shall  proceed,  immediately  upon  the  execution  of  this  lease,  to  make 
explorations,  in  accordance  with  the  provisions  of  article  2  hereof,  and  to  open  and 
operate  mines  in  the  lands  demised  hereby,  and  shall  ship  from  such  mines,  and  from 
sudi  as  are  alieady  opened  in  the  leased  lands,  iron  ore  to  such  an  amount  that  the 
aggregate  of  shipments  in  each  year  from  the  leased  lands  shall  not  be  less  than  the 
following  quantities: 

750,000  tons  in  the  year  1907,  1,500,000  tons  in  the  year  1908,  2,250,000  tons  in  the 
year  1909,  3,000,000  tons  in  the  year  1910,  3,750,000  tons  in  the  year  1911,  4,500,000 
tons  in  the  year  1912,  5,250,000  tons  in  the  year  1913,  6,000,000  tons  in  the  year  1914, 
6,750,000  tons  in  the  year  1915,  7,500,000  tons  in  the  year  1916,  8,250,000  tons  in  the 
year  1917  and  in  each  year  thereafter.  Provided^  however,  that  if  the  lessee  fails  to 
mine  and  ship  the  required  minimum  quantity  in  any  year  it  shall,  nevertheless, 
make  payment  for  the  tleficiency  and  receive  credit  for  any  payment  for  which  ore 
has  not  been  shipped.  Any  such  payment  shall  be  made  at  the  price,  less  the  cur- 
rent rate  of  freignt  and  dockage  per  ton  for  the  transportation  of  said  ore  from  the 
mines  to  docks  ror  the  year  in  which  such  payment  is  made,  hereinafter  provided  for 
ere  which  shall  average  59  per  cent  metallic  iron  for  the  year  in  which  such  payment 
is  made.  For  any  such  payment  the  lessee  shall  have  ciedit  in  any  subsequent  year 
when  more  ihsai  the  minimum  for  such  subsequent  year  shall  be  mined  and  shipped 
at  the  prices,  less  80  cents  per  ton,  hereinafter  provided  for  the  year  in  which  such 
payment  is  made  for  the  grade  or  grades  of  ore  so  shipped  and  upon  which  such 
payment  is  applied. 

If  it  is  found  impossible  economically  to  produce  750,000  tons  during  the  year  1907 
by  reason  of  the  mines  not  being  sufiociently  developed,  the  lessee  shall  be  relieved 
of  that  portion  of  the  minimum  represented  by  the  aeficiency,  which  shall  be  added 
to  the  aggregate  minimum  to  be  tne  prices  in  the  years  1908  to  1916,  inclusive,  and 
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the  prices  for  such  deficiency  shall  be  those  hereinafter  provided  for  the  year  or  years 
in  which  the  same  shall  be  diipped. 

The  word  *'ton/'  wherever  used  herein,  is  understood  to  mean  the  long  ton  of 
2,240  pounds  avoirdupois. 

Where  ore  shall  be  weighed  by  the  railroad  company  transporting  the  same  and  the 
trustees  and  the  lessees  shall  each  have  the  right  to  be  represented  at  all  such  weighia^ 
the  lessors  shall  cause  the  said  railroad  companies  trsiisporting  the  same  to  funuah 
the  lessee  the  weights  of  all  ores  transported  over  its  lines  in  the  usual  and  customary 
manner  in  which  it  furnishes  its  statements  of  weights  to  ore  shippers  over  its  lines; 
and  the  said  railroad  company  shall  make  certificate  thereto,  giving  the  number  an^d 
weight  of  each  car,  in  order  that  the  lessee  may  determine  the  weights  of  each  grade 
of  ore  shipped  by  it.  The  said  certificate  or  statement,  in  writing,  of  the  a^eut  of 
the  railroad  company  transporting  said  ore  shall  be  accepted  as  prima  facie  evidence 
of  the  correct  weieht  and  tnat  the  railroad  company  has  received  said  ore  for  trans* 
portation.  and  shall  be  prima  facie  evidence  in  any  suit  at  law  or  in  equity  in  any 
controversy  between  the  parties  hereto  before  any  court,  reference,  or  arbitratUHi* 

Abticlx  V, 

All  ore  mined  by  the  lessee  from  the  demised  lands  shall  be  loaded  and  delivi»ed 
on  cm  which  Uie  lessors  shall  and  will  cause  the  Great  Northern  Railway  Ck>.  to 
furnish,  upon  reasonable  notice,  and  at  a  convenient  place  at  or  near  each  mine;  and 
the  said  le^vaiors  phall  and  will  cause  a  railway  company  to  haul  such  ore  to  the  docks 
to  be  furnished,  kept  in  repair,  and  operated  by  or  for  said  Great  Northern  Railway 
Co.,  at  Superior,  in  the  State  of  Wisconsin,  and  will  there  assort  the  same  as  directed 
by  the  lessee  and  deliver  the  same  to  the  vessels  to  be  furnished  by  the  lessee;  or, 
the  said  railway  company  will,  whenever  so  directed  by  the  lessee,  aeliver  such  ore 
at  said  Superior  to  any  railway  company  furnishing  cars  to  canv  the  same. 

The  lessors  or  the  trustees  shall  pay  the  railway  company  all  its  charges  for  such 
transportation  services,  docking,  assorting,  and  delivering  the  ore  to  steamships  at 
Superior,  or  to  connecting  railways  at  Superior,  as  the  le^!8ee  shall  elect,  and  shall 
protect  the  lessee  from  any  and  all  charges  or  liability  therefor,  it  being  the  agree- 
ment of  the  parties  that  the  total  royalty  hereinafter  provided  for  includes  ail  chaiges 
for  such  transportation,  assorting,  docking,  and  delivering  the  ore  as  herein  agreed. 

The  lessee  will  provide  at  all  times  during  the  season  of  navigation,  at  such  docki 
sufficient  vessels  ready  to  receive  all  ore  so  carried  thereto  by  said  raiway  company 
upon  the  arrival  of  such  ore  thereat,  or  within  reasonable  time  thereafter,  and  m  no 
case  shall  the  lessee  be  entitled  to  have  more  than  250,000  tons  stored  on  said  docks 
or  in  the  cars  of  said  railway  company  for  more  than  five  days  at  any  time. 

Whenever  the  leseee  propoees  to  open  and  operate  any  mine  or  mines  on  any  of  the 
said  demised  lands,  the  lessors  shall,  after  being  notified  in  writing,  caune  the  Great 
Northern  Railway  (Jo.,  at  the  expense  of  the  lessors  or  said  railway  company,  to 
promptly  construct  all  nece.s8ary  tracks  proper  and  convenient  for  delivering  said  cars 
to  the  said  lessee  to  be  loaded  by  it  at  such  mine  or  mines,  and  receiving  from  the 
lessee  such  cars  when  loaded;  and  to  change  the  location,  or  move  the  said  tracks, 
from  time  to  time,  if  necessary,  and  when  necessary  to  mine  the  ore  in  any  of  said 
parcels  of  lands  to  remove  any  track  which  may  hereafter  be  constructed  by  the 
Great  Northern  Railway  Co.  over  said  ore  bodies;  and  to  furnish  adequate  equipments 
and  facilities  for  receiving,  transporting,  and  docking  all  the  ores  to  be  mined  by  the 
lessee,  subject  to  the  limitations  above  stated  in  this  article.  But  Qxe  lessors  shall 
not  be  required  to  construct  tracks  into  any  open-pit  mine. 

If  such  tracks,  equipment,  or  facilities  are  not  furnished  promptly,  and  the  lessors 
are  in  defoult  after  reasonable  notice,  in  writing,  to  the  trustees,  then  the  lessee  shiJl 
have  the  right  to  furnish  the  same,  or  cause  the  same  to  be  furnished  in  its  interest, 
for  such  transportation,  and  shall  be  relieved  while  the  default  continues,  to  the  extent 
of  the  ore  from  the  particular  mine  or  mines,  from  delivering  the  same  to  the  Great 
Northern  Railway  Co.  for  transportation,  and  the  royalty  on  the  ore  not  transported 
by  the  Great  Northern  Railway  Co.  shall  be  reduced  80  cents  per  ton:  Provideaf  haw- 
ever  ^  That  the  lessee  shall  have  the  right  to  require  the  construction  of  any  railway 
tracks  to  be  done  during  the  months  of  Januarys,  February,  March,  or  April j  nor  shall 
the  lc^»ors  be  required  to  furnish,  or  cause  to  be  furnished,  tracks  or  facilities  in  any 
year  for  transporting  or  delivering  a  greater  tonnage  than  the  minimum  herein  fixed 
for  such  year,  except  upon  reasonable  notice  in  writing  first  given  by  the  lessee  to 
the  trustees. 

It  is  further  agreed  that  where  it  shall  be  more  convenient  for  the  lessee  to  ship  any. 
ore,  mined  on  leased  premises,  over  any  other  railroad  than  that  of  the  Great  Northers 
Railway  Co.,  the  lessee  may  make  such  shipment  in  any  year  upon  condition  that  the 
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lessee  will,  find  it  agrees  that  it  will,  replace  auch  diverted  tonnage  with  an  eqiial 
amount  of  ore  from  minee  not  leased  hereunder,  during  the  same  year  and  as  near 
concurrently  with  such  diversions  as  can  be  done  in  ordinary  w^iiiing  operations;  and 
the  leteee  may  also  use,  to  replace  such  diverted  tonnage,  one-half  of  the  ore  mined  on 
tha  lands  known  as  the  '*  Walker  land/'  described  in  this  lease,  an  undivided  one-half 
of  which  said  Walker  lands  is  owned  by  the Co.,  one  of  the  lessors  here- 
under; and  the  other  undivided  one-naif  thereof  being  owned  by  tbe  Lorain  Iron 
Mining  Co.,  it  being  die  intention  of  this  agreement  that,  so  for  as  ue  lessors  are  con- 
cemedL  the  lessee  or  the  said  Lorain  Iron  ifining  Co.  ^all  and  may  transport  one^half 
of  all  the  ores  mined  on  said  Walker  lands  over  any  line  of  railroaa  it  shall  select. 

Artiglb  VI. 

For  each  ton  of  ore  mined,  transported,  assorted,  docked,  and  delivered  at  Superior, 
as  provided  in  Article  V  hereof,  during  the  year  1907,  from  any  of  the  parcels  demised 
by  this  lease,  the  lessee  shall  pay  to  the  trustees,  as  royalty  and  full  payment,  ^e  price 
set  down  in  the  following  scheoule,  according  to  the  percentage  or  fraction  thereof  of 
metallic  iron  in  such  oro^  as  determined  by  the  analysis  as  hereinbefore  provided  in 
Article  III  hereof — tb^  is  to  say: 

^Per  ton. 
47  per  cent  iron. $1. 1680 

50  per  cent  iron 1.  2162 

51  per  cent  iron 1. 2644 

52  per  cent  iron J.  3126 

53  per  cent  iron 1. 3608 

54  per  cent  iron 1. 4090 

55  per  cent  iron 1. 4572 

56  per  cent  iron.'. 1. 5054 

57  per  cent  iron 1. 5536 

58  per  cent  ircm 1. 6018 

59  per  cent  iron 1.6500 

60  per  cent  iron 1. 6982 

61  per  cent  iron 1. 7464 

62  per  cent  iron 1. 7946 

63  per  cent  iron 1. 8428 

64  per  cent  iron 1. 8910 

66  per  cent  iron 1. 9392 

66  per  cent  iron 1. 9874 

In  determining  the  foregoing  price,  fractional  percentages  of  metallic  iron  shall  be 
included  and  adjusted  on  the  basis  of  the  common  increment  of  4.82  cents  between 
the  foregoing  percenta^  or  units  of  metallic  iron. 

The  prices  of  ore  mined,  transported,  assorted,  docked,  and  delivered  in  the  year 
1908  shall  be  3.4  cents  per  ton  added  to  each  of  the  nrices  of  the  last  preceding  year. 

All  payments  herein  reouired  to  be  made  by  the  lessee  to  the  lessors  shall  be  made  to 
the  trustees  at  ^t.  Paul.  Minn.,  who  are  hereby  irrevocably  designated  as  the  agent  of 
each  and  all  of  the  said  lessors,  parties  of  the  first  part  hereto,  and  authorized  to  receive 
all  such  payments  and  sign  and  deliver  vouchers  therefor;  and  the  lessee  is  not  and 
shall  not  oe  reouired  to  see  that  the  moneys  so  paid  are  received  by  the  lessors,  but  may 
depend  upon  the  receipts  and  vouchers  signeo  by  the  trustees  or  m  their  names  by  any 
one  or  more  of  them  as  fully  as  if  signed  by  the  lessors. 

Said  payments  shall  be  made  on  the  20Ui  days  of  April,  July.  October,  and  January 
of  each  year  for  all  ore  delivered  to  the  lessee  at  Superior,  as  nereinbeiore  providea, 
during  the  preceding  three  calendar  months;  and  any  payment  by  way  of  minimum 
for  ore  not  mined  and  shipped  shaU  be  made  on  the  20tn  day  of  January  in  each  year. 

Should  the  lessee  desire  to  mine  and  ship  ore  running  less  than  49  per  cent  in  iron,  it 
may  do  so  by  paying  therefor  $1.10  a  ton,  delivered  at  Stiperior,  as  provided  by  tnis 
article;  and  such  shipment  shall  apply  on  the  agreed  yearly  minimum:  Providea,  how- 
ever.  That  as  to  the  ores  mined  ana  shipped  from  any  lands  covered  by  any  of  the  said 
underlying  leases,  if  the  rate  of  royalty  thereof  shall  be  greater  than  30  cents  per  ton, 
said  $1.10  per  ton  shall  be  increasedas  to  such  ores  by  the  amount  of  such  excess  over 
30  cents. 

Except  where  ores  of  different  {^^rades  are  so  located  in  the  ground  as  to  render  inter- 
mingling thereof  necessary  in  mining,  ores  grading  less  than  49  per  cent  in  metallic 
iron  shall  not  be  mingled  with  ores  grading  49  per  cent  or  over  in  metallic  iron  so  as 
to  reduce  the  grade  of  the  latter;  nor  shall  ores  of  any  grade  equal  to  or  in  excess  of 
49  per  cent  in  metallic  iron  be  mingled  with  any  ores  ot  a  lower  grade  so  as  to  reduce 
the  grade  of  the  former;  so  feir  as  practicable  in  mining,  said  grades  of  ores  of  49  per 
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cent  and  over  in  metallic  iron  and  of  ores  of  leas  than  49  per  cent  in  metallic  itou 
ahall  be  kept  separate  until  after  the  proper  analysis,  treatment,  shipment,  and  weigh- 
ing by  the  railioad  transporting  the  same. 

As  to  the  so-called  Walker  uinds,  described  in  subdivision of  this 

lease,  it  is  expressly  agreed  that  the  provisions  of  this  lease  shall  only  apply  to  the 
undivided  one-half  of  the  ore  in  the  said  Walker  lands,  and  the  royalties  on  said  ore 
mined  from  said  lands  are  to  be  paid  on  only  one-half  of  the  ore  mined  from  said  land, 
and  that  only  one-half  of  said  ore  is  to  be  delivered  to  the  Great  Northern  Railway  Co. 
for  transportation.  As  to  every  other  interest  in  lands  less  than  the  whole  leased 
herebv,  royalties  hereunder  on  ores  mined  therefrom  shall  be  paid  and  deliveries 
of  such  ores  to  the  Great  Northern  Railway  Co.  shall  be  made  in  tne  ratio  which  each 
such  interest  bears  to  the  whole. 

Abticlb  VII. 

The  parties  hereto  realize  that  the  merchantable  ore  bodies  containing  49  per  cent 
or  over  of  metallic  iron,  as  well  as  the  nonmerchantable  ore  bodies  containing  said  per- 
centage of  iron,  which  can  be  advantageously  made  merchantable  in  the  manner  pro- 
videain  Article  III  hereof,  now  existing  in  some  of  the  parcels  of  land  hereby  demised 
and  covered  by  the  underlying  leases,  may  be  exhausted  long  before  the  expiration  of 
the  term  of  this  lease  as  to  sucn  parcel  or  parcels,  and  that  it  is  to  the  interest  of  both 
parties  to  eliminate  from  this  lease  any  parcel  of  land  upon  which  said  merchantable 
ore  bodies  may  be  so  exhausted  as  soon  as  such  ore  bodies  are  exhausted,  to  the  end 
that  the  lessor  holding  said  underlying  leases  may  surrender  the  same,  and  thereby 
terminate  any  ground  rent  or  annual  minimum  royalties  reserved  in  such  lease  or 
leasds. ' 

Therefore,  if  the  paities  hereto  can  not  agree  when  the  merchantable  ore  l>odies  con- 
taining 49  per  cent  or  over  in  units  of  metaUic  iron,  as  well  as  the  nonmerchantable  ore 
bodies  containing  said  percentage  of  Iron  oie,  which  can  advanti^eously  be  made 
merchantable,  as  provided  in  Article  III  hereof,  has  been  exhausted  in  any  parcel  or 
parcels,  the  same  shall  be  arbitrated,  before  competent  mining  engineere,  in  the  man- 
ner provided  foi  the  arbitration  of  other  questions  herein;  and  their  report,  when  made 
and  filed,  shall  be  final  and  conclusiva  between  the  parties  hereto.  If  the  said  report 
shows  that  the  said  merchantable  ore  body  has  been  practically  exhausted  in  an^r  such 
parcel  oi  parcels  of  land,  the  lessee  shall  dul v  execute,  acknowled^,  and  dehver  to 
the  lessor  a  good  and  sufficient  release  from  this  lease  of  such  premises  so  dedaied  to 
be  exhausted  as  aforesaid,  and  thereupon  the  lessee  shall  be  released  from  all  liability 
hereunder  as  to  the  premises  so  surrendered:  Provided^  That  upon  such  surrender  it 
shall  duly  pay  all  royalty  for  ore  minod  on  said  piemises,  taxes,  and  assessments  there- 
tofore accrued  or  assessed,  or  that  may  theieaftcr  accrue  on  account  of  ore  theretofore 
removed,  or  for  annual  minimum  royalties,  or  other  payments  theretofore  accruing 
under  this  lease,  and  which  the  lessee  is  bound  by  the  terms  of  thjs  lease  to  pay,  and: 
Provided  further,  That  if  the  lessee  shall  elect  to  mine  and  remove  any  ore  less  than  49 
per  cent  under  the  terms  of  this  lease,  it  shall  not  be  compelled  to  surrender  said 
property  until  all  the  ore  which  it  shall  so  elect  to  mine  and  remove  «hall  have  been 
removed  from  said  premises. 

If  at  any  time  the  lessee  shall  claim  the  merchantable  ore  bodies  which  it  is  obli- 
gated to  mine  and  remove  under  this  lease  have  been  practically  exhausted  in  any 
parcel  of  land  not  covered  by  said  underlying  leases,  it  shall  have  the  option  to 
release  the  said  premises  from  the  terms  of  this  lease  upon  serving  a  written  notice 
iipon  the  trustees  stating  that  the  ore  body  which  it  is  obligated  under  the  terms  of 
this  lease  to  remove  has  been  practically  exhausted.  If  the  parties  can  not  thereupon 
agree  as  to  whether  said  bodies  have  been  so  exhausted,  the  same  shall  be  arbitrated 
in  the  same  manner  as  provided  for  arbitration  as  to  Uie  exhaustion  of  the  ore  bodies 
contained  in  the  premises  covered  by  said  underlying  leases,  and  the  lessee  shall 
release  the  said  premises  in  the  manner  as  hereinbefore  provided. 

Save  as  aforesaid,  the  lessee  shall  not  have  power  to  terminate  this  lease  as  to  any 
one  or  more  parcels  hereby  demised,  except  uy  the  surrender  of  the  entire  lease  a.i 
hereinafter  provided. 

Article  VIII. 

As  to  the  lands  hereby  held  under  said  underlying  leases,  some  of  them  being  for 
short,  unexpired  terms,  it  is  essential,  and  the  lessee  so  agrees,  that  it  will  00  operate 
the  mine  or  mines  upon  each  of  the  parcels  of  laud  held  under  said  underlying leaaes 
that  the  bodies  of  merchantable  ores  therein  or  thereon,  as  defined  by  this  lease,  will 
be  substantially  exhausted  during  the  term  for  which  each  of  said  parcels  is  00  respec- 
tively demised;  and.  if  the  lessee  fails  to  so  exhaust  the  said  mines  within  said  time, 
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it  shall  as  liquidated  damages  pay  the  lessor  for  all  merchantable  iron  ore,  as  defined 
by  this  lease,  remaining  in  said  parcel  at  one-half  the  rates  of  royalty  provided  for  in 
this  contract  for  the  year  in  whicn  the  lease  of  such  parcel  shall  expire.  The  Quantity 
and  quality  of  such  ores  remaining  in  any  such  mine  shall  be  determined  in  tne  man- 
ner and  by  the  usual  methods  for  the  time  being  employed  upon  the  Mesabi  Range 
in  Minnesota;  and,  if  the  parties  hereto  are  imable  to  agree  in  respect  to  such  quantity 
or  quality,  the  matter  in  aispute  shall  be  submitted  to  arbitrament  and  be  determined 
in  £he  manner  hereinafter  provided  for  general  arbitration. 


Tmsteea  Great  Northern  iron  ore  properties  receipts  and  disbursements  for  the  year  1911. 

BECBIFTS. 

Dividends  on  stock: 

Allouez  Bay  Dock  Co 11,000,000.00 

Duluth  Superior  &  Western  Terminal  Co 100, 000. 00 

Jackson  Iron  Mining  Co 230, 000. 90 

Polk  Iron  Mining  Co 130,000.00 

Tyler  Iron  Mining  Co 30, 000. 00 

Leonard  Iron  Mining  Co 305,000.00 

North  Star  Iron  Co 270,434.00 

West  Missabe  Land  Co.  (Ltd.) 300,000.00 

Total  dividends 2,365,434.00 

Interest 11,993.46 

Exchange •  12. 50 

Total  receipts 2,377,439.95 

DISBUBSBMENTS. 

Administration  of  the  trust: 

Salaries 69,51L34 

Expenses 28,686.49 

Total 88,197.83 

Distributions  to  holders  of  certificates  of  beneficial  interest:  No.  7,  of 

Mar.  15, 1911,  of  50  cents  per  share 750, 000. 00 

Total  disbursements 838,197,83 

Excess  of  receipts  over' disbursements  for  the  year 1, 539, 242. 12 

Balance  of  undistributed  income,  Dec.  31, 1910 32, 830. 94 

Balance  of  undistributed  income,  Dec.  31, 1911 1, 572, 073. 06 


Trustees  Great  Northern  iron  ore  properties  receipts  and  disburseTnents  from  Dec,  7,  1906^ 

to  Dec.  SI,  1911. 

BECEIPTS. 

Dividends  on  stocks: 

Allouez  Bay  Dock  Co ^ $5, 160, 000. 00 

Duluth  Superior  &.  Western  Terminal  Co 580,000.00 

Jackson  Iron  Mining  Co 340, 000. 00 

Polk  Iron  Mining  Co 390,000.00 

Tyler  Iron  Mining  Co 30,000.00 

Leonard  Iron  Mining  Co 587, 500. 00 

North  Star  Iron  Co 270,434.00 

West  Missabe  Land  Co.  (Ltd.) 2,067,500.00 

Total  dividends 9,425,434.00 

I  n  terest 20, 929. 61 

Exchange 12. 50 

Total  receipts 9,446,376.1' 

17042— No.  49—12 6 
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DI8BUB8BMBNT8. 

Administration  of  the  trust: 

Salaries $310,012.15 

Expenses 64,290.90 

Total 374,303.05 

Distribution  to  holders  of  certificates  of  beneficial  interest. 


No.  1. 
No.  2. 
No.  3. 
No.  4. 
No.  5, 
No.  6. 
No.  7. 


Date  paid. 


Sept.  16,1907 
Mar.  16,1908 
Sept.  15,1909 
Mar.  15,1910 
Sept.  15, 1910 
Dec.  1,1910 
Mar.  15,1911 


Amount 
I>er  share. 


$1.00 
1.00 
1.00 
.50 
.50 
.50 
.60 


Amount. 


$1,500,000.00 
1,500,000.00 
1,500,000.00 
750,000.00 
750,000.00 
750,000.00 
750,000.00 


7,500,000.00 


Total  disbureementa $7,874,303.05 

Balance  of  undistributed  income  Dec.  31, 1911 1, 572, 073. 06 


Tablb  a. — Shipments  and  revenue  under  **old  leases,*^ 


Year. 


1907 1    2,902,880 


1908. 
1909. 
1910. 
1911. 


1,294,976 
2,964,051 

1,758,182 


CenU, 

Xo.  vvIO 

19.1548 
14.9654 
1&2002 
17.3525 


Revenue. 


Total 11,913,982 


$400,229.56 
248,058137 
443,61L21 
455,0T&47 
305,089100 

1,868, 05&  61 


Minimums  receivable  under  **old  leases,'* 


Mine. 


Mahoning 
Stevenson 

Utica 

Leetonia. 
Sweenev . 


Annual 
mln.  tons. 


300,000 

200,000 

100,000 

75,000 

37,500 


712,500 


Minimum 
royalty. 


Genu. 
27i-12i 
20 -m 
20-124 
36 
25 


$82,soaon 

40,000.00 

20,000.00 

27,00000 

9,375.00 

178.875.00 


Royalty  rates  under  leases  on  the  Mahoning.  Stevenson,  and  Utica  mines  are  on  a 
sliding  scale,  according  to  amount  of  annual  snipments.  The  Mahoning  obtains  the 
minimum  rate  named  on  an  output  in  any  one  year  of  1,500,000  tons,  the  Stevenson 
and  Utica  on  an  output  of  500,000  tons,  respectively.  The  interest  of  "the  com- 
panies" in  the  Leetonia  and  Sweeney  mines  and  in  40  acres  in  the  Stevenson  mine 
IS  an  undivided  one-half.  The  annual  minimum  tonnages  in  these  mines,  ae  above 
stated,  show  the  one-half  interest  of  "the  companies  only.  All  of  these  mines 
have  been  opened  and  are  regular  shippers  except  the  Sweeney. 
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Table  B. — Operations  under  Great  Western  Mining  Co.  lease. 


Year. 


1907. 
1908. 
1909. 
1910. 
1910. 
1911. 
1911. 


Tons 
shipped. 


Average 

percent 

iron. 


137,270 

508 

41,624 

2,046,970 

106,007 

5,344,078 

156,681 


7,570.460 
261,688 


68.7641 
65.1498 
56.4001 
56.9633 
-49.0000 
58.2148 
-49.0000 


57. 8769 
-49.0000 


7,832,138 
Interest  earned  oh  unapportloned  mlnimums. 
Total  royalty  and  freight,  as  above . 


Average 
royalty.  1 


10.838726 
1.189295 
.792687 
.853830 
.300000 
.945308 
.300000 


Royalty  re- 
ceived, in- 
cluding 
freight. 


.917818 
.300000 


1225,020.07 

1.005.05 

32,994.90 

2,854,379.52 

110,378.95 

«  8, 591, 830. 70 

155,450.51 


11,705,231.04 
265,829.46 


11,971,060.60 


Deficiency  minlmnm  royalty. 


Tons. 


1,499,492 

2,208,376 

847,024 


Rate. 


Amotmt. 


88.4 
91.8 
95.2 


|1»326,550.97 

2,027,289.07 

806,366.48 


Grand  total  receipts  from  Great  Western  Mining  Co.,  with  interest  earnings. 


s  1,325,550.97 
« 140,502.05 


2,093,153.50 


156,184.24 
11,971,060.50 


14,820,398.24 


1  The  schedule  prioe  of  ore  shipped  by  the  Great  Western  Mining  Co.,  when  hauled  by  the  Great  Northern 
Railway  Co.,  includes  delivery  at  LAke  Superior,  the  rail  flight  being  paid  by  the  lessor  companies.  This 
freight  has  been  80  cents  per  ton,  but  on  Dec.  1, 1911,  was  reduced  to  60  cents  per  ton.  No  ore  was  shipped 
dunng  the  month  of  December,  1911.  For  convenience,  the  royalty  rates  above  shown  are  net  rates— 
that  is,  the  royalty  rate  after  deduction  of  fteight. 

*  This  amount  includes,  in  addition  to  payments  at  the  reeular  schedule  rates  for  the  required  minimum 
shipments  for  the  year  1911,  the  entire  amount  of  the  1908  deficiency  minimum  and  a  i>ortion  of  the  1909 


denciency  minimum  pavments,  which  were  absorbed  by  shipments  of  the  Great  Western  Mining  C^.  dur- 
ing 1911,  as  shown  b^  (■)  ai 


^  ,  ,  and  (<),  together  with  8154,187.49  interest  earned  thereon. 

*  1908  deficiency  mmimum,  absorbed  by  shipments. 

*  Portion  of  1909  deficiency  minimum,  absorbed  by  shipments. 
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